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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendations Concerning the Finan-
cing of Local Currency hxpenditures and Program Lending

"Pearson" Recommendations

(1) "We recommend that aid-givers remove regulations which limit
or prevent contributions to the local costs of projects".

(2) m"Aid-givers should adapt the forms of aid to the needs and
level of development of the receiving country and recognize
the great value, in many cases, of more program aid".

BACKGROUND

4 Both these recommendations of the Commission are contained in
Chapter 9 of the Report, which considers ways in which aid might be made
more effective. The Commission recognized the advantages of project aid,
and the reasons - including the wording of the Articles of Agreement of

the Bank and IDA - which might cause donors to favor it. It was concerned,
however, that the effectiveness of official development assistance is often
reduced by too exclusive an emphasis on financing the foreign exchange costs
of projects. In particular, the Commission took the view that

(1) where only foreign exchange costs were financed, this led to "an
uneconomic bias towards capital intensive projects with a large
foreign exchange component": hence the first of the recommenda-
tions considered here; and

(2) the advantages of program aid, which the Commission describes
in summary form, were insufficiently recognized, with the result
that "current aid funds would be more effectively used if a
larger share were supplied in the more flexible form of program
aid": hence the second of the recommendations considered here.

2.4 In connection with program aid, the Commission specifically
endorsed the view that multilateral financial assistance should have a
large non-project option. It went on to point out that "in the consortia
headed by the Wrld Bank, member countries are enjoined to provide pro-
gram aid"; and drew the inference from this that it is anomalous that

the Bank Group should not itself supply it more freely.



3= These recommendations are I think clearly related. They may

be regarded as different and in certain cases alternative methods of
achieving the same objectives, namely to provide to recipient countries
external assistance over and above what they could expect to receive by
way of the direct foreign exchange costs of particular approved projects,
and to improve the effectiveness of a given amount of such assistance.
Thus the case for program lending depends in part, though only in part,

on the extent to which it may not be readily possible to finance local
expenditures in connection with project aid. It is for these reasons that

both of the recommendations are here treated together in a single memorandum.

ANALY SIS

A. Provisions of the Articles

L. With respect to the financing of local expenditures, Article
IV, Section 3(c) of the Bank's Articles of Agreement provides that

"The Bank, if the project gives rise indirectly to an
increased need for foreign exchange by the member in
whose territories the project is located, may in excep-
tional circumstances provide the borrower as part of the
loan with an appropriate amount of gold or foreign ex-
change not in excess of the borrower's local expenditure
in connection with the purposes of the loan".

Article V, Section 2(e) of IDA's Articles of Agreement permits local ex-
penditure financing in "special cases".

5. With respect to the purposes for which Bank loans or IDA credits
may be extended, Article III, Section L(vii) of the Bank's Articles of
Agreement proV1des that

"loans made or guaranteed by the Bank shall, except in
special circumstances, be for the purpose of specific
projects of reconstruction or development".

Article V, Section 1(b) of IDA's Articles of Agreement contains a similar
provision.

6. The interpretation of the provisions relating to the purpose of
loans or credits was recently considered in a memorandum prepared by the
General Counsel, and circulated for the information of the Executive Direc-
tors on March 20, 1970 (Sec M70-120).



B. Recent Consideration of These Lssues

; 48 In relation to local expenditure financing, the policies to be
pursued by the Bank and IDA were the subject of a review by the Executive
Directors in June 196L, on the basis of a staff paper entitled "Foreign
Exchange Ioans for Local Expenditure" (FPC. 6L4-l dated May 1, 196lL), and
again in September 1968, on the basis of a staff paper entitled "Foreign
Exchange Loans for Local Currency Expenditures" which I transmitted under
a covering memorandum dated July 30, 1968. From the discussion on the
latter occasion, it was apparent that the Executive Directors were in
general though not unanimous agreement that in certain defined circum-
stances the Bank and IDA must be prepared to finance local currency
expenditures if they are to carry out effectively their basic functions
as development finance agencies. At the same time, however, some
Executive Directors raised doubts concerning the extent to which local
cost financing could be undertaken consistently with the wording of the
relevant Articles of Agreement. At the request of the Directors, the
General Counsel circulated a memorandum on November 19, 1968 (Sec M68-136)
which considers the question how far and in what form local expenditure
financing is authorised under the provisions of the Articles of the

Bank and IDA.

8. The present policies of the Bank and IDA reflect the general
position taken by the Executive Directors in 196l andl}968 and are consis-
tent with the views expressed by the General Counsel.= As the Executive

1/ These policies have been summarized in one of the operational memo-
randa issued as a guide to the staff in the conduct of Bank and IDA
business, as follows:

In principle, the Bank is prepared to consider loans for pro-
jects involving local expenditure if the following conditions are met:

(a) The borrowing country has a suitable development program
and is making an adequate development effort.

and

(b) This development program requires funds in excess of the
savings that can be raised locally and the capital, public
and private, that can be obtained from other external sources.

and

(c) These funds cannot reasonably be provided to the country in
adequate amounts by financing foreign exchange expenditure on
development projects (i.e. there are insufficient investment
opportunities of this kind).

or

(d) Although there are sufficient investment opportunities of this
kind, the Bank could have a greater beneficial influence on the
country's development if it directed its financing toward other

projects of key importance requiring some local expenditure finan-

cing.
(Operstional Memorandum No. ?.03, deted June 9, 1969)
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Directors are aware, in recommending any loan or credit which incorporates
local expenditure financing, I take care to present the facts of the case
and to describe the exceptional circumstances which in my judgment justify
the action proposed.

9. With reference to program lending by the Bank and IDA, I sub-
mitted to the Executive Directors in November 1968, together with a cover-
ing memorandum, a staff paper entitled "Program Lending" (R68-206). 1In
the course of the discussion which followed, widely varying views were
expressed concerning both the case for program lending in general and
the extent to which it might be proper or desirable for the Bank and IDA
to engage in it. The Executive Directors reached broad agreement that
"program lending could be appropriate for the Bank and IDA in special
circumstances where this form of lending would best accomplish the ob-
jectives of the Bank Group". However, it was further concluded by the
Executive Directors that it was not possible at that stage to lay down
specific criteria for the determination of special circumstances, and
that "this determination should be made in connection with particular
lending proposals”.

10, Our present policies and procedures reflect the views expressed
and the decisions taken two years ago, together with the opinions set out
in the memorandum prepared by the General Counsel (Sec M70-120) to which I
have referred above.

A% Although the main themes of these two recommendations of the
Pearson Commission have been considered extensively by the Executive
Directors in 1968, the Commission's recommendations now provide us with
a useful opportunity to review again the lending policies of the Bank
Group, and to consider whether any change might be desirable. In the
course of my Closing Statement at this year's Annual Meeting in Copen-
hagen, I noted the importance attached by many Governors to greater flex-
ibility in the lending policies of the World Bank Group, and stated that
"the time has clearly come for a full re-examination of both program
lending and local expenditure financing".

12. Since these are complex and in some respects controversial
matters, which raise very basic questions concerning the role of the Bank
Group, there seems to be a good case for a detailed and deliberate review,
in which full account is taken of the experdience with different modes of
lending which has been acquired by the Bank and by other lenders. A summary
review of this experience is set out in Annex I attached to this memorandum.

i Before turning to the general issues which arise in connection
with lending policies and techniques, I think it may be helpful if I con-
sider some questions of terminology and interpretation, which have sometimes
given rise to difficulties or misunderstandings in the past.
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C. The Characteristics of Project and Program Iending

1. The Pearson Commission's analysis makes a general distinction
between project aid and program aid. This is a familiar and useful dicho-
tomy, and I do not propose to depart from it. But since the terms are
broad ones, and the boundary line between the two types of lending is
unclear and sometimes disputed, it may be useful if I state my own under-
standing of the issues which the Commission has raised.

15. It is generally recognized that a spectrum of lending possibi-
lities exists, with what may be termed the purest forms of project lending
or program lending at the two extremes. On the one hand, there is the
case of a loan which is specifically made in order to finance the foreign
exchange content of the capital expenditures associated with a particular
physical undertaking, such as a new road or a power station, the case for
which, and the design and execution of which, have been fully reviewed and
appraised. This is the pure project loan. At the other extreme, a lender
may make foreign exchange available to a recipient country in general sup-
port of its development program, with little or no attempt to specify the
purpose which the loan is to serve. This is the pure program loan. But
it is possible and indeed frequent for intermediate cases to arise, by
which project loans acquire some of the characteristics or effects of pro-
gram loans, and vice versa. For our purpose I think it is useful to look
at some of these intermediate categories, and to consider the relation in
which each of them may stand to the recommendation of the Pearson Commissian.

16. First, to an increasing extent, the individual project forms
part of a sector investment program which is appraised as a whole, with
Bank financing attached to particular items or groups of items for which
it is most appropriate. This is typically the case in telecommunications,
water supply and railways, and to a lesser extent in education and power.
Highway lending in a number of countries 1s also being based on a review
of investment priorities for the sector as a whole, usually done as part
of a comprehensive sector survey, with a number of individual roads of
high priority financed under a single project. Agriculture is the sector
which, because of its size, i1s most difficult to embrace in single projects;
this is done to some extent, however, in agricultural credit projects, and
will become increasingly possible as more Bank/FAO agricultural sector
reviews are carried out. Thus in the current practice of the Bank Group,
project and sector lending are increasingly becoming coterminous.

iy 8 Although the focus of lending policies has thus shifted from

the individual project to a broader setting, it is my view that what may
be described as sector lending at any rate in the forms which it has been
given or is likely to be given within the Bank Group, should be regarded
as falling under the broad heading of what the Pearson Commission refers
to as project aid. The essential characteristic in virtue of which this



may be said is that the disbursements are linked to approved capital ex-

penditures carried out in designated fields within the recipient country;
funds are not made available in general support of the country's develop-
ment program.

18. However, even though sector lending of this kind is best thought
of for our purposes as a form of project aid, the extent to which the

Bank Group is able and willing to engage in it may have a bearing on the
case for program lending by the Bank and IDA. The more flexible and varied
are the forms for which we are able to provide project assistance, the
fewer may be the special circumstances in which we should consider lending
for purposes other than that of financing projects.

19. Second, project aid, including even the financing of highly
specific individual projects, can have what might be termed a "program
aspect" in so far as it incorporates the provision of foreign exchange
to finance expenditures in local currency. In such cases, disbursement
of the foreign currency is conditional on the execution of approved pro-
jects, yet it is common practice for the recipient country not to be tied
in respect of the use to which the foreign currency is put. Thus the
effect of the loan is not simply to further a particular project but also
to furnish the recipient country with free foreign exchange, in much the
same way that might have resulted from an extra infusion of aid that was
unrelated to project financing.

20, In many cases of so-called program lending, the situation is the
reverse of that which I have just described: the foreign exchange is made
available for the purchase only of certain specified imports, while no re-
striction is placed on the use of the counterpart funds that arise from the
sale of the foreign exchange which the loan provides. In so far as the uses
of the foreign exchange are thus prescribed, so-called program lending may
acquire something of a "project aspect"; and if the use of the counterpart
funds is tied to local expenditures arising from projects that have been
fully appraised, the loan may acquire what can be thought of as the prime
characteristic of project aid.

20 Nevertheless, the broad distinction which the Pearson Commission
has made remains I think a useful one in relation to the policies of the
Bank Group. It has not in fact been our normal practice, in making what
may be termed "import loans" or "program loans", to place restrictions on
the use of counterpart funds. It is true that in a number of circumstances,
as can be seen from Annex I attached to this memorandum, the permissible
use of the foreign exchange provided have been specified in some detail, so
that in a broad sense this form of financing could be said to have a project
aspect. Yet in general the funds thus provided have not been made available
specifically and exclusively for financing particular agreed forms of capital
expenditure by particular agencies, and hence fall into the broad category
of program rather than project aild. I interpret the Pearson Commission as



holding that the Bank ought to be readier than it is at present to pro-
vide assistance of this kind.

D. General Analysis and Review
(1) The Context

22, The questions of lending policy that confront us have to be looked
at in the context of a number of considerations, which I think it may be
helpful to state at this point. There are four considerations in particular
which I hope we might all agree should be taken into account.

23 First, the prime object of our policies must be to ensure that
the developing countries which borrow from us should benefit to the great-
est possible extent from the loans and credits that we are able to extend
to them. Forms or techniques of lending are merely the instruments for
this purpose; they are not ends in themselves. Thus we should not engage
in what may be termed program lending merely for its own sake, or in order
to disarm possible critics; but we should be ready to adapt our methods,
without undue concern for the terms or nomenclature which may be given to
them, in whatever way may seem best sulted to the needs of our borrowing
countries. Similarly, to use the words of the Pearson Commission, we
"should not adhere to project ald as a matter of orthodoxy". The fact
that in many situations the distinction between project and program lending
may become blurred, as I have noted above, is an additional though subsi-
diary reason for not becoming too preoccupied with labels.

2h. Second, the choice of policies must be seen in relation to a con-
tinuing increase in lending commitments by the Bank Group. As the Executive
Directors are aware, commitments by the Bank and IDA taken together reached
in the fiscal year 1968 a total of about $1.0 billion. The corresponding
figure projected for the fiscal year 1973 is approximately $3.0 billion,

an increase of some 200 percent. Loans and credits from the Bank Group
have been increasing not only in absolute terms, but also in relation to

the total amount of official development assistance - i.e., in relation to
the amounts provided by the bilateral donors.

25. Third, there can be no question but that the greater part of
the lending undertaken by the Bank Group will continue to take the form
of financing of foreign exchange costs of specific approved projects or
setsof projects. It is neither necessary nor desirable for us to change
this state of affairs, or to depart in this respect from our established
policies and procedures.

26. Fourth, the choice of how we can best carry out our role cannot
be made without regard to the policies pursued by the other main providers
of aid, and particularly the leading bilateral donors. This does not and



should not imply that our function is to be merely an auxiliary or resi-
dual lender, reacting to the decisions taken by other agencies. On the
contrary, the Bank Group has and will continue to have its own indepen-—
dent set of policies and criteria. But in order to maximize the likely
effectiveness of our aid over any given period we have to take account of
what is belng done by the other principal sources of external finance.

27. With these preliminary observations, I turn to what seems to me
the main substance of the issues which the Pearson Commission has raised.

(2) The case for a broad approach to lending

28. I have already remarked that these two recommendations of the
Pearson Commission cited at the outset of this paper are closely linked.

In particular, the clear implication of both is that lenders should not limit
external assistance to covering only the foreign exchange component of
capital expenditures on projects. I believe this view would receive unani-
mous endorsement from the Executive Directors. If concessional external
finance is restricted in this way, a clear bias is introduced against pro-
jects with a high content of local expenditure, irrespective of what may

be the true priorities in the country and situation that are concerned.

In particular, important sectors such as education and agriculture may be
unduly neglected. Further, such a restriction may, in certain cases, lead
developing countries to buy abroad when the cost to the economy of local
procurement would be lower. Thus the choice of projects is no longer made
in accordance with an appropriate system of priorities, and in the execution
of projects there may be unnecessary waste and increase in cost.

29. A restriction of this kind is in fact a harmful and undesirable
form of aid-tying. Though its results may often be less serious than those
of the form of tying that is more commonly discussed, by which the proceeds
of overseas grants or loans are restricted to the purchase of goods or
services from the donor country, both forms share the essential characteris-
tic that recipient countries may lose but cannot benefit from their imposi-
tion.

30. The case against tying loans to the foreign exchange component of
projects can also be viewed from another standpoint. As the Executive
Directors are aware, the Bank Group, when determining the basis of its
prospective lending program in a particular country, normally starts out from
an gppraisal of the total external assistance that is likely to be needed
in order to ensure a satisfactory rate of development, taking account of
export prospects, the extent to which the funds required for development
can and should be financed from domestic sources, and the borrowing capa-
clty of the country. There is no reason to suppose that these estimates

of external financing needs will bear any close or predictable relationship
to the amounts that would be forthcoming from project assistance that was
restricted to the foreign exchange component. For all bilateral and multi-
lateral donors to concentrate on this particular form of aid would there-
fore be incompatible with the aim of securing an efficient and equitable
allocation of official development assistance among recipient countries.



3. For these reasons, the case against this narrow form of project
assistance, and in favor of a broader and more flexible approach to lending,
is a very strong one; and it applies to the Bank Group in common with other
sources of financial assistance. Indeed, in view of our special concern
and involvement with project lending, it is particularly important for us
to ensure that we are sble to engage in local expenditure financing when-
ever it seems appropriate and to the full extent that the individual cir-
cumstances may warrant. As the Executive Directors are aware, and as the
evidence set out in the first Annex to this memorandum makes clear, the
Bank Group has been willing and able in the past to undertake the financ-
ing of local expenditures in a variety of cases: here as elsewhere, our
policies have been flexible and have been adjusted to changing conditions.
What has now to be considered is whether and how far we would benefit from
a degree of flexibility with respect to local cost financing which ex-
ceeds that which can be attained under our present policies and procedures.

32. On the whole, I incline to the view that for the present at least
no basic change is called for. In this connection, however, the inter-
dependence of these two issues of lending policy raised by the Pearson
Commission, to which I have referred above, may have to be borne in mind.
I have remarked that the strength of the argument for non-project lending
by the Bank and IDA depends in part on how broadly we are prepared to
interpret the notion of project assistance. The reverse may also be true.
Thus it might be held that the need for ensuring a higher degree of flexi-
bility with respect to local cost financing will be affected by the extent
of our willingness to recognize special circumstances in which we would be
prepared to make loans or credits available In non-project form. I there-
fore turn now to consider, with special reference to the Bank and IDA,

the question of whether and to what extent non-project or program lending
may be a useful form of development assistance.

(3) The possible uses of program lendii_lg

33. It may be helpful here to separate the general argument for non-
project lending, which applies to all lending agencies considered together
as a collective, from the particular case of the Bank Group. What is valid
for the whole may not be equally applicable to each individual member of it.
Thus even granted that a significant proportion of total foreign assistance
ought normally to be made available in the form of program lending, it
would not necessarily follow that the Bank and IDA should engage in such
lending to the same extent as other donors, or even that they should engage
in it at all. Accordingly it is comvenient to look first at the wider pic-
ture, and only then to consider the question of what policies may be appro-
priate for the Bank Group.

34. If we consider the total volume of official development assistance,
as distinct from what is provided by particular lenders, it would I think
be generally agreed that the forms in which this assistance is made avallable



should not be confined to the financing of projects. The reasons for this
are set out in the second of the Annexes attached to this memorandum, and
it is convenient to refer to them briefly at this point.

35. One way of viewing the matter is in relation to the estimates that
are made within the Bank, and which I referred to above, of the prospective
external financing needs of individual developing countries. Although

such estimates are necessarily rough, so that any particular figure arrived
at represents no more than an order of magnitude, it would I think be
generally agreed that this form of analysis constitutes a useful and indeed
indispensable approach to the task of designing an external assistance
program. I have already made the point that there may be a wide discrepancy
between the amount of aid that we believe a country can put to effective
use and the amount that would become available to it in the form of the
foreign exchange component of capital expenditure on specific projects.
There is no doubt that such discrepancies could be narrowed, or even in
favorable circumstances eliminated, by suitable provision for financing
local currency expenditures. But as is clear from Ammex IT attached to

this memorandum, pages U6 to L7, the extent of the contribution that can

be made by local cost financing will vary with circumstances, so that

for some countries there might still remain a serious gap both in time

and in amount. Thus there may be cases in which the need for freely
available foreign exchange cannot be met by external assistance that is
linked to projects.

3%. Although it 1s perhaps risky to generalize about such cases, I
think that it is possible to specify certain: broad groups or categories
into which they are likely to fall. One such group comprises countries
which are faced with a major and urgent task of reconstruction or rehabili-
tation of their economic system. In such situations there is typically an
immediate need for free foreign exchange, which can be used to finance the
imports that are required in order to increase or even maintain the exist-
ing rates of production, and also in order to build up essential inventories
to an adequate level. In these cases i1t is almost inevitable that there
should be limited scope for project assistance: expansion of infrastructure
and production capacity has a lesser priority than full utilization of
existing capacity; moreover, a stock of projects that have been properly
appraised and are ready for implementation does not exist or is at best
extremely inadequate. In so far as the imitial emergency needs are met,
the case for expeditious program lending becomes less strong; and in so

far as an inventory of suitable projects is built up, it may become in-
creasingly possible and appropriate for the balance of external assistance
to shift from non-project to project form. But for a substantial period
there is likely to be a clear case for providing free foreign exchange in-
dependently of the financing of projects, since the need cannot be fully mst
by a readiness to engage in local expenditure financing.



37. The case for non-project lending of this kind was clearly recog-
nized by the Bank in its early years, during the period of reconstruction
which followed the Second World War. As was noted in our Fifth Annual
Report, covering the year 1949-50, the reconstruction loans that were made
at this time to France, Denmark, and the Netherlands "were designed to

meet emergency needs of these countries for foreign funds to finance a
large variety of imports essential to the continued running of their indus-
tries”. Certain more recent instances of non-project lending, both by the
Bank Group and by other lenders, would appear to fall under this heading.

38. It is, however, generally accepted that a case for program
lending may exist in situations other than that of reconstruction or re-
habilitation; and the analysis set out in Ammex II lends support to such
a view. It is true that for any given country at a particular time the
extent to which this case applies, and the amount of non-project assis-
tance which it would be desirable to provide, will inevitably be matters
of opinion. We are dealing here not with an exact science, but with
difficult and complex issues of practical judgment. At the same time, it
is possible to outline the circumstances which may give rise to a need
for extermal assistance in non-project form.

39 A necessary though not a sufficient conditlon for this need to
arise is that the country concermed should be critically dependent on an
adequate supply of free foreign exchange, in order to maintain a satisfactory
rate of growth or even to avoid an actual decline in production, while at
the same time it is faced with a chronic difficulty in obtaining such a
supply. A situation of this kind may arise where one or more of the follow-
ing conditions is present:

(a) Because of underutilization of existing capacity, particu-
larly in the industrial sector,a country may have greater
need for a flow of imports to support existing production
than of imports to finance investments that would expand
capacity.

(b) For reasons that lie beyond the country's control, receipts
from traditional lines of exports are stagnant or falling
and have to be replaced over a period by other products.

(c) Development has reached a stage where the country is able to
produce internally a high proportion of the capital goods,
materials and services necessary for new imvestment, while
an increasing volume of other imports is needed in order
to sustain economic growth.

(d) The country concerned is faced with substantial and ines-
capable claims on freely available foreign exchange, such
as arise from debt service payments.



Past experience has shown that it is by no means uncommon for these condi-
tions to be simultaneously realized.

L. The existence of such a situation does not in itself establish

a case for program lending. As I have noted above, it is possible for
lenders to make available free foreign exchange through project assistance,
provided that they are willing to finance local currency expenditures.

Yet even with a broad interpretation of project lending, and given a
general readiness to make provision for local expenditure financing, this
form of lending may not suffice to meet the needs of every situation. Thus
it may become necessary for lenders to provide assistance in non-project
form in order to ensure that an adequate transfer of resources is effected.
Moreover, apart from the question of the amount of assistance, there is
also the matter of timing. In the case of project as compared with non-
project assistance, the time-pattern of disbursements is both less predic-
table and more extended. Hence where special needs for disbursements

have arisen, it may not be appropriate to allow the extent to which these
needs are met to depend on what can be spent on a particular set of pro-
jects in a particular time-period.

L1. This aspect of timeliness and assurance of assistance has also

a bearing on the degree to which external lending can help to bring about
improvements in general economic policies. Recent cases have demonstrated
that in a situation where a critical shortage of foreign exchange has

arisen as a result of factors which are not merely accidental and temporary,
countries have often found themselves obliged to resort to forms of restric-
tion and intervention with respect to foreign trade and payments which,
while possibly justified as an emergency measure, may have harmful effects
on growth and efficiency over the longer period. There have been a number
of such cases where the assurance of external assistance, in timely and
freely available form, has enabled countries to embark on policy measures
which, though they were greatly needed in the interests of economic develop-
ment, could not have been introduced in the absence of such support. This
aspect of the matter has been noted by the Chairman of the Development
Assistance Committee in his most recent Report, where he points out that

"Non-project assistance has helped countries such as
India, Pakistan, Korea, Turkey and others to introduce
more liberal import regimes which have greatly added to
efficient resource use by reducing cumbersome administra-
tive controls and increasing reliance on market forces

as a means of improving resource allocation."

L2. In.view of these circumstances, it is not surprising that a need
has sometimes become apparent for non-project assistance, a need which could



- 13 =~

not have been fully met even with generous provision for local expenditure
financing. As the Executive Directors are aware, the Bank staff has on a
number of occasions, both in economlc reports and at meetings of consortia
and consultative groups, taken the view in the case of particular countries
that a greater emphasis on this form of lending was very much needed.

L3. None of this in any way undermines or conflicts with the case for
project assistance, which is familiar and in my view a very strong one.

The argument is only that there appear to be situations in which to insist
that external assistance should be made available through this medium alone
would make it difficult or impossible to achieve important development
objectives.

Lk. Before leaving this general question of the case for program lend-
ing, I would like to refer briefly to a number of arguments that have been
advanced both for and against such lending, and which in my view can be
given too much weight.

L5. One such argument is that program lending is increasingly more
appropriate for recipient countries as their stage of development becomes
more advanced. Although as I have noted above there is something in this
point, I do not think that it is right to assume that any simple and auto-
matic relationship does or should exist. Many other factors have to be
taken into account; and the situation in which a country has built up a
viable capital goods sector, so that its dependence on imported equipment
is reduced, is precisely one in which a readiness to engage in local
expenditure financing may be an equally effective and appropriate course
of action for lenders.

bé. Another possibly questionable argument for program aid is that

it enables the lender to exert a greater degree of influence and control
over the general economic policies, as distinct from the conduct of
projects, within the recipient country. There are some who would reject
this argument on the ground that it is no business of external lenders to
try to exercise leverage with respect to a borrowing country's general
economic policies. But even to those it may be apparent that program
lending may enable countries to introduce desired changes which could not

be made without it. This point is admirably illustrated by the statement
which I quoted above by the Chairman of the Development Assistance Committee.

L7. On the opposide side of the coin, non-project lending is sometimes
regarded with suspicion because of a fear that it will diminish the degree
of influence exerted by the lender, enable borrowing countries to introduce
or to persist with policies which are unsatisfactory, and result in wasteful
use of the funds provided by the loan. In addition, it may be feit that
countries which are in receipt of program aid may as a consequence put a
lesser priority on project preparation. But the objection thus raised is
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not to the principle of such lending but to a deficiency in the way that
this principle is carried imto effect - a deficiency which lenders in
general, and the Bank Group in particular, are in my judgment both ready
and able to guard against. Non-project lending need not and should not
be a "soft option". Lenders should only be ready to engage in this form
of lending, even in the situations to which I have referred above, when
it 1s clear that the country concerned is capable of effective economic
management, including the design and execution of a satisfactory develop-
ment program and the taking of all necessary steps to prepare and execute
projects properly. Thus there must be a reasonable assurance that the
funds provided will be put to productive use, without adverse effect on
the capacity to make use of project assistance.

L8. Finally, I would like to refer to an argument that is sometimes
brought against the use of program lending, which is that it is not appro-
priate to use long-term development financing to deal with problems which
are or should be of a short-term character, and for which temporary fimn-
clal assistance is available from the International Monetary Fund. There
can be no quarrel with the general principle that different agencies should
recognize and respect each other's functions, and that overseas development
assistance should serve the purposes that it is intended to serve. It 1s
however a matter of opinion whether the situations in which program aid

has been provided either could or should have been dealt with by the provi-
sion of short-term financing alone; and the analysis set out in the Annexes
strongly suggests that this was not in general the case. There may be, and
in my view there actually have been and will continue to be, circumstances
where both forms of assistance are required. In any case the simple dis-
tinction between short-term and long-term problems may often be a very
debatable and uncertain guide to action in the complex situations with
which we actually have to deal. Rather than trying to apply a simple
mechanical formula, the Fund and the Bank will I hope continue to follow
their present procedure of working together to devise for each individual
case the set of measures and of modes of assistance which seems' gppropriate
to the circumstances.

L9. I turn now to the question of whether, granted that program lend-
ing is called for in some circumstances, the Bank and IDA should be ready
to join in providing it. In considering this, we should recognize that the
Bank has a well-established role and a strong comparative advantage in the
provision of project finance, and that it should therefore emphasize this
form of lending in the absence of clearly preferable alternatives.

50. At the same time, the most useful and appropriate role for the
Bank Group in any given situation cannot in my view be determined entirely
independently, but will necessarily depend on the policies that are followed
by other sources of official development assistance. In general, it may be
said that if a clear case has in our view been established for program lend-
ing, if a reasonable estimate of the amount of such lending has been arrived
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at, and if it 1s clear that other lending agencies cannot be persuaded

to supply something like this amount, then a prima.facie case exists for
non-project lending on the part of the Bank or 1DA.

51. The view is sometimes expressed that if the Bank Group were to
show a greater readiness to undertake non-project lending, this would

have an unfavorable effect on the readiness of the Part I countries to
contribute to the financing of IDA, or on our reputation and hence our
ability to borrow in the capital markets of the world. In my view this
should not prove serious if we make judicious use of this form of lend-
ing. Almost all the Part I countries themselves engage in program lending,
and several of them have expressed their concern that the Bank 1s not
readier to do so. As to international capital markets, it is clear to

my mind, from the response to other innovations in our policies, that their
confidence in the Bank rests not on a narrow view of what forms of lending
are proper for us to engage in, but on the extent to which our policies
are seen to be directed towards sound long-run development, on which the
creditworthiness of the developing countries primarily depends.

52. Finally, I would like to refer to the relationship between the
forms of our lending and the nature and extent of our influence on the
economic policies of the countries which we lend to. This again has been
a matter of controversy. On the one side, it has sometimes been suggested
that by a readiness to engage in program lending the Bank would acquire a
greater degree of influence, which would enable us to make a more effective
contribution to the development process. On the other side, it has been
argued that we ought not to be drawn into passing judgment on the general
economic policies of the developing countries, and that one of the dangers
arising from non-project lending is that we may be tempted or even compelled
to do this.

53 Here again, I find it difficult to sympathize fully with either
of these divergent points of view. Whatever may be the forms of Bank Group
lending, and even if we were to concentrate exclusively on the financing of
specific projects, we are bound to analyze and appraise the general economic
policies of the govermments that we lend to. Such a broad review of poli-
cies has long been recognized as essential even in our own individual inter-
est, in order to ensure a better and more informed choice of projects for
which we can lend. It is also a corollary of our present role and functions
in relation to the other lending agencies with which we are associated in
consortia and consultative groups; and I believe that it is welcomed by the
great majority of the countries to which our economic missions are sent.

We cannot escape the responsibility of forming judgments concerning econo-
mic performance, and where necessary of offering advice.

5k. At the same time, I agree with the view expressed by one Executive
Director in the course of our discussion of these matters two years ago,
when he said that the Bank ought not to assume in any country the role of a



"super-ministry". Our influence should always be exercised, as it now is,
through the medium of a continuous dialogue rather than through formal
machinery; and we should not regard a particular act of non-<project lending
as an instrument for extending it - nor on the other hand, as I have em-
phasized above, should we in any way reduce the extent of our concern with
good project performance as a consequence of extending loans or credits in
non-project form. With or without such lending, the nature, scope and
purpose of the influence that we bring to bear on general economic policy
should be substantially the same. No doubt the path is a narrow one be-
tween ineffectuality on the one side and unacceptable interference on the
other; but we have no choice but to seek this path and to try to keep to it.

CONCLUSIONS AND RECOMMENDATIONS

55. The Pearson Commission has rightly emphasized that the forms in
which foreign aid is provided should reflect the needs and circumstances of
the recipient countries; that aid should not be confined to the direct
foreign exchange costs of projects; that lenders should be ready in appro-

""" priate cases to finance part of the local costs of projects; and that pro-

gram lending may in some situations have a valuable role.

56. With respect to the policies and procedures of the Bank and IDA,
I conclude that:

(1) No change is required in our Articles to enable us to
provide loans and credits in the forms and proportions
that would make the most effective contribution to the
economic development of our member countries.

(2) The Bank has a well-established role and a strong com-
parative advantage in the provision of project finance,
and should therefore emphasize this form of lending in
the absence of clearly preferable alternatives.

(3) In practice the bulk of the assistance provided by the
Bank and IDA can take the form of financing the foreign
exchange component of investment projects without in-
voking the special circumstances required to justify
the financing of local expenditures or program lending.

(L) As regards local expenditure financing, the present
guidelines seem adequate, and no further decision by the
Executive Directors seems necessary at this time.

(5) With respect to program lending, I believe it has been
generally accepted by the Executive Directors that the
Bank Group should engage in such lending in special cir-
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cumstances where this appears necessary to increase the
effectiveness of our lending and to ensure an adequate
and timely transfer of resources in support of the de-
velopment programs of member countries. T should now
like to request the Executive Directors to agree in
principle, subject to specific demonstration on each
occasion when I recommend a program loan or credit for
approval, that special circumstances may arise when:

(a) A borrowing country presents a development program,
with supporting economic and financial policies,
which is judged to provide a satisfactory basis for
external assistance in a given amount.

(b) The needed transfer of resources from external
lenders in support of the development program cannot
be achleved effectively and expeditiously by the
financing of investment projects, including justifiable
local currency expenditures in connection therewith.

(c) Other external lenders are not prepared to fill this
gap by non-project lending.

57. If this last recommendation is accepted the effects on the
composition of lending by the Bank and IDA are not easy to estimate with
precision. T would, however, envisage that on average in each of the fiscal
years 1972 and 1973 we might find it appropriate to extend program loans

or credits to perhaps four or five countries, and that this form of
assistance might amount to some 7 to 10 per cent of our total lending

S 7 A o
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EXPERIENCE WITH DEVELOPMENT LENDING

i & Over the past twenty years the annual flow of official resources

to developing countries has risen from less than two to more than seven

billion dollars. The number of governments and institutions from which

these resources come has also increased greatly. Almost every one of the
sixteen member countries of the Development Assistance Committee (DAC) of the
Organization for Economic Cooperation and Development (OECD) has established one
or more official agencies to administer its development assistance.
Multilateral development institutions have also increased greatly in

number and importance.l

2 As the amount of assistance and the number of sources has grown,
the character of the flow has become increasingly complex. Development
assistance is now provided for a variety of purposes. 01d techniques

have been adapted in the light of experience and new techniques devised

to meet the varied needs of the growing number of recipients. These tech-
niques and the extent of their use are discussed in the following paragraphs.

Characteristics of Lending Techniques

3 Lending techniques can be classified into two main categories:
program and project assistance.2/ These differ with respect to their
objectives, the ways in which resources are transferred,and the bases for
disbursement and control. Although the details of lending practices have
come to vary considerably, the principal differences to be discussed apply
equally to bilateral and multilateral lending agencies.

L. From an economic standpoint, the principal differences between
project and program lending lie in:

(i) whether the emphasis is placed on the need to increase in-
vestment or the need to increase imports;

(i) whether the focus is on individual projects or on the re-
quirements of the economy as a whole; and

(iii) the forms in which resources are transferred.

Lending techniques also differ in their indirect objectives and the basis
for disbursing the loan.

1/ The UN agencies and the World Bank were almost alone in this category in
the early 1950's. By the end of the 1960's, there were eight development
institutions included in DAC reports in addition to the UN family and
the World Bank Group.

2/ Neither financial techniques nor terms of assistance are considered here,
nor is technical assistance.
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5. These differences are illustrated schematically in the accom-
panying table, which shows the principal characteristics of four common
techniques of development lending, ranging from the normal project loan
extended by the Bank (éase A) to the program loan typically made in the
framework of a consortium or consultative group (case D). Two inter-
mediate techniques are described: (B) loans to finance groups of rela-
tively small investments, which may either be in the private sector (by
lending to an intermediate financial institution) or in the public sector
(by supplying equipment or other inputs to a government agency), and (C)
project or sector lending with a significant component used to finance
local costs.

6. Assuming a given level of domestic savings, under effective
development policies a loan of $10 million will support an increase in
investment of $10 million in each case. From an economic point of view,
therefore, the major differences among the four techniques lie in the
types of imports that can be purchased with the loan and their rate of
procurement. In cases A and B these are restricted to cgpital goods and
other inputs needed to carry out the investment. In case C the financing
of local costs provides an additional amount of free foreign exchange to
cover part of the imports needed to carry out the development program.
In case D, the resource transfer consists of whatever commodities are
needed to support the increase in production and investment, with no
necessary component of investment goods. Its timing is related to the
need for these imported goods.

T Program Loans. The direct objectives of program assistance
(case D) to a count.p/r are formulated in the context of its development
plans and policies. Ordinarily, the first objective of program assis-
tance is to provide imports needed to increase production or to extend
productive capacity. Other closely related objectives are to enable the
recipient to utilize domestic resources more fully and to improve the
allocation of resources within the economy. Support for measures of
monetary stabilization and trade liberalization also come under this
heading.

1/ The functions of program assistance were described by the Chairman of
the DAC as follows:

"Experience has, however, shown that the proper implementation of
specific projects does not replace the need for an overall development
strategy, which has to be based on the total of resources available re-
gardless of whether they originate abroad or in the less-developed country
itself. Furthermore, projects create a continuing demand for raw materials
and spare parts which often must be imported. If one only assists in the
initial construction of plant, it may not operate at full capacity because
one of these other import requirements is the bottle-neck. Finally, de-
velopment may be hampered by a lack of local resources in the hands of the
government, and the sale of aid-financed imports in the country may provide
funds for local developmental requirements." OECD, Development Assistance
Efforts and Policies, 1967 Review (OECD, Paris, 1967), p. 126.
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Principal (A) Project Loan (B) Sector Loan (C) Project or Sector (D) Program (commodity)
Characteristics Loan with Local Ioan
Cost Finance
1. Direct Execute single Execute group Same as A or B Supply imports needed
Objective investment of investments to increase production
or extend existing
capacity
2. Other (1) Improve project (1) Develop inter- (1) Same as A or B (1) Improve resource
Objectives conception and mediate financial (2) Provide local mobilization and

design
(2) Sector reforms

institutions
(2) Sectoral reforms

currency to
borrower

(3) Supply free
foreign exchange
to economy

allocation policies
(2) Strengthen policy
and planning insti-
tutions
(3) Provide local cur-
rency to borrower

3. Form of
Resource
Transfer

Goods required to
execute investment

Same as A

(1) Goods required
to execute
investment

(2) Unspecified
commodities pur-
chased with free
foreign exchange

Specified by type or
use of commodities

L. Basis for
Disbursement

and Control

Expenditure on invest-
ment or import of
required goods and
services

Same as A

Same as A or B

(1) Import of specified
commodities

(2) Specified develop-
ment expenditures
(optional)

(3) Periodic review of
country performance
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8. In the great majority of program loans, resources are transferred
in the form of imports of specified commodities. ILimitations on the kind of
imports depend on the particular purpose to be served. When the primary ob-
jective is to increase production, the imports may be raw materials, compon-
ents,or spare parts for industry or inputs to agriculture, such as fertili-
zer or pesticides. When the objective is to restore or extend capacity which
has deteriorated or been damaged, the imports may be equipment and supplies
for rebuilding ports, highways,and railroads as well as a variety of commo-
dities needed to replenish inventories.

9. Imports are usually specified in fairly broad categories. Since
the basis for disbursement of program assistance by the lender is the import
of the specified commodities, this permits flexible and rapid use of the
loan to meet needs which arise over broad areas of the economy. Often
goods are procured and distributed through private channels in order to in-
crease the efficiency of allocation by using the mechanism of the market.

In most cases, the goods are sold within the recipient country and the local
currency proceeds accrue to its government. These resources in domestic
currency are sometimes earmarked to finance programs of development or re-
construction or the portions of those programs which are related to the
objectives of the loan.2/ This has not been the practice with Bank or

IDA loans, however.

10. Specification of goods and services to be imported helps to en-
sure their proper use, since the nature of the goods largely determines
their end use. However, measures may also be taken to confirm that imports
have been used for agreed purposes. Lenders may also make arrangements to
review the progress of the borrower towards the objectives of the loan,
often in the context of a coordinating group. In these cases, they examine
the general situation and prospects of the borrowerts economy as well as
more specific questions related to the objectives of the loan.

1L. Project Assistance. The direct objective of project assistance
in case A is the financing of some part of a single tangible investment.

An additional objective is to establish or improve the institutions required
to administer or manage the project, for example, an electric power company

1/ These arrangements had their origin in the European Recovery Program.
The basis of the Program was a four-year plan for achieving consumption,
production and export targets drawn up by the recipients and approved by
them and the donors. From it were derived estimates of requirements for
food, fertilizer, fuel, industrial raw materials and equipment.
Requirements which could not be met from domestic production were furnished
largely by the United States and mostly through private commercial channels.
The proceeds of sales of the imported goods were used to finance invest-
ment in some countries. In the ERP and related programs for the develop-
ment of overseas territories, emphasis was very largely on overall objec-
tives. :
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or a port authority. Attention is also given to the policies and procedures

of these institutions on such matters as setting tariffs or rates, accounting,
maintenance and repair and so on. These and other sector reforms are sppraised
in detail by the lender, and in the case of the Bank form an important part

of the project loan procedure.

12, In case A, the principal form of project lending, assistance is
limited in amount to the cost of imported goods and services required to
execute the investment. Resources are transferred to the borrower as work
on the investment progresses in the form of those goods and services, which
in the case of the Bank/IDA loans may include a variety of commodities
(fuel, cement, etc.) in addition to capital goods.

8. Over time as projects have come to be more broadly defined, sector
loans which are conceptually part way between program and project assistance
have evolved. Under this technique (case B in the Tagble) assistance is
given to execute several investment projects within a given sector of the
economy . For example, agricultural improvement may be supported by lending
to finance the foreign exchange cost of imported agrieultural machinery along
with the foreign exchange required to buy fertilizer and pesticides. Sector
loans may be implemented by lending to intermediaries such as agricultural

or industrial development banks in the borrowing country. In this way, inter-
national lenders can indirectly provide assistance to a larger number of
smaller investors, and at the same time foster the development of these
intermediaries.

1. Many developing countries find it difficult or impossible to raise
the local resources required to complete and, in some instances, to operate
the projects for which the foreign exchange component is provided. Where
this happens, lenders at times undertake to provide resources for some part
of the local costs of constructing the projects, and in certain cases, for
recurrent costs as well; this is case C in the accompanying table. They do
so by providing an amount of foreign exchange equivalent to these local costs.
Because this foreign exchange is freely at the disposal of the borrowing
country, financing local expenditure for projects may, in some measure, serve
some of the purposes of program loans.

15. The several methods of disbursement and control are designed to
satisfy the lender that the loan is being used for the purposes specified.
In cases A and C, disbursement is based on the rate of completion of single
projects. The resource transfer often takes place over a period as long as
six years from the time the loan commitment is made; a typical pattern being
annual disbursements of 15%, 20%,20%, 20%, 15% and 10% of the value of the
loan. Case B is similar except that the basis for disbursement is the rate
of investment in a lending program or group of projects which may be financed
through an intermediary. In case D, disbursement is related to the importa-
tion of specified commodities or sometimes to the execution of development
programs.
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16. More generally, each e@ase differs in the conditions that the
lender can most readily attach: the conditions directly related to the
ohjective of the loan. Clearly, as understanding of and experience with
the development process has grown, the techniques and objectives of lend-
ing have accordingly broadened. Thus it has been possible for lenders to
focus not only on the design and execution of projects but also on the
broader conditions necessary to make the use of resources more efficient.
Since the justification for program lending depends heavily on the effec-
tiveness of the country's overall development program, there is usually

a provision for a periodic review of the borrower!s performance in the
framework of an aid consortium or other consultative arrangement.

§ By 8 Bilateral Assistance. Official records of the flows of finan-
cial resources to developing countries reveal the amounts of assistance in
various forms. As can be seen from the figures shown below, somewhat less
than one half of official bilateral flows in recent years was in non-project
form. It has been estimated that about $1.7 billion of the $3.7 billion

Official Bilateral Commitments by Purpose
Annual Average, 1967/1969

(US$ billions)

Amount Percent

Capital Projects 2.5 30.5
Technical Assistance L7 20.7
Non-project Assistance 3.7 L5.1
Other 0.3 3.7
TOTAL 8.2 100.0

in non-project assistance, i.e., some 20 per cent of total commitments,

was in the form of program assistance of the kind described above as case D.
The remainder was largely composed of food aid (approximately $1.4 billion),
of loans for general balance of payments or budgetary support (on the order
of $0.4 billion) or of loans to consolidate or refinance debt (on the order
of $0.2 billion). To a considerable extent, program assistance as it is de-
fined here and the other forms of non-project assistance are substitutes in
that the proceeds are in some measure available to finance commodity imports.
Details of the objectives and arrangements for various forms of assistance
by country of origin are given in Attachment 3 to this Annex.

18. Multilateral Assistance. Multilateral lending institutions have
not been a major source of program assistance. The experience of the World
Bank Group is described in Attachment 1 to this Annex. In its early years
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it made program loans: first for reconstruction, and later to support
"general development plans" or for the purchase of imports required for
development. IDA credits have been given to finance "industrial imports"
in India and Pakistan. These credits, which are the only assistance given
by the Bank Group in this form since 1962, totalled a little less than
$0.7 billion.

19. As shown in Attachment 2, the Bank Group has provided appreciable
amounts for the financing of local expenditures on projects. Some other
multilateral development institutions, as described in Attachment 3, act
similarly in this respect, although they provide assistance almost exclu-
sively in project fomm,

20. Program lending by most countries 1is very largely concentrated

in countries for which there are international arrangements for coordinating
assistance, , Aid coordinating arrangements have been formed for some 19
countries _]:/ The Bank sponsors fourteen coordinating arrangements for
sixteen countries and the East African Community. One important function of
these groups is to ensure that assistance from different sources in various
forms is combined so as to meet the needs of the recipients. The Consortia
for India and Pakistan are sponsored by the Bank and the one for Turkey by
the OECD. In these and other cases, the balance between project and non-
project assistance has been a subject of considerable importance. Program
assistance has gone to a large number of countries, including not only India,
Pakistan, Turkey, Colombia, Ghana, Indonesia, for which details are shown
in Attachment L, but also Ceylon, Chile, Korea, Morocco, Tunisia, Nigeria
and others.

2. Among the sources of program assistance, the United States is unique
by reason of the large amount of its total program lending and the substantial
amounts lent to individual countries. The other countries which provide

large amounts of non-project assistance are the United Kingdom, Germany,
Japan, Italy, Australia, Canada,and the Netherlands. France too provides
appreciable amounts, largely in the form of general support for countries
with which France has particularly close relationships. But France also
provides non-project assistance elsewhere, notably in the consortia for

India and Pakistan. The policies of these bilateral lenders are summarized
in Attachment 3 to this Annex.

y In addition, there are arrangements for reviewing the economic
situation of member countries of CIAP.
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ANNEX I: ATTACHMENT 1

Program Lending - The Bank Group's Practice]-'/

2 1 The majority of Bank loans and IDA credits have been made for
specific investment projects in the sense that each loan or credit operation
was made to assist in the financing of some clearly defined amount of capital
expenditure for a project or sector being executed by some govermment, govern-
ment agency or enterprise which was either the borrower or the beneficiary

of the loan or credit.

2. There have also been a small number of operations (approximately 26)
which do not fall within this pattern. In five cases this was because they -
were made to finance "general development plans'" rather than specific pro-
jects. But the majority of the exceptions were loans made to provide govern-
ments with foreign exchange to enable them to import some agreed amount and
kind of imports. In these cases the foreign exchange was sold to agencies
and enterprises who wished to purchase the kind of imports for which the
loan was made. These agencies and enterprises thus became the users and
owners of the equipment financed by the Bank but they were not borrowers,
either directly or indirectly, of the loan or credit since they derived

no additional capital from it, although they benefited from the loan through
getting access to imported goods. Details of these operations are set out
in the table at the end of this Attachment.

loans for "General Development Plans"

3: Two loans, each of $10 wmillion, were made to Ttaly in 1951 and
1953. The purpose of the loans was described as being to assist "in promot-
ing the economic and social development of Southern Italy by supplying part
of the foreign exchange requirements resulting directly and indirectly from
the carrying out of the initial stages of the Plan and by making available
for the Supplementary Projects the lira equivalent of the Loan." The loans
were disbursed proportionately with expenditure on the Plan. An attempt was
made to allocate the lira equivalent of the loan to specific projects in the
Plan.

L. A loan to Iran of $75 million in 1957 was described as being "to
provide temporary financing required by the Plan Orgamization to carry out,
during the early years of the Plan, programs and projects which would other-
wise be delayed in whole or in part solely because the necessary funds there-
fore would not be available to the Plan Organization until later in the seven
year periocd provided for the carrying out of the Plan." The reason why such
funds would not be available was that the oil revenues, which were to finance
the Plan, would be fairly small during the first years but would increase
rapidly during the later years of the Plan. This loan was for a term of six

1/ This is a revised veralon of Annex B to the paper entitled"Program Lending"
(R68-206), dated November 5, 1968.
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years; it constituted in effect a medium-term advance against expected
revenues. ,

5. A loan of $30 million was made to Belgium simultaneously with a
loan of $40 million to the former Belgian Congo in 1951. The purpose of
both loans was described as being to assist the two governments to meet

"the foreign exchange needs resulting directly and indirectly from the
carrying out of" a general program of investment in the Congo. The proceeds
of the Congo loan were applied to financing a three-year tranche of the
Otraco Project which constituted a substantial and integrated part of the
Congo's Ten-Year Development Plan. The Belgian franc counterpart of the
Belgian loan was also applied to financing the cost of this Project.

Lo‘ans to Norway

6. Two loans, each of $25 million, were made to Norway in 195l and
1955. Both these loans provided foreign exchange for the purchase of ships.
However, the shipping companies were in a strong financial position and

did not need cagpital. The foreign exchange was sold to the shipping com-
panies and the government used the counterpart for investment. The Presi-
dent's Report on the 1954 loan said, "The general purpose of the loan would
be to assist Norway in maintaining productive investment in 195L. Specifi-
cally, it would provide foreign exchange to enable Norway to pay for ships
ordered in foreign shipyards." The report on the 1955 loan referred to
Norway's need to import capital and said, "Since, however, the need for
capital, though long-term is an immediate one, it could not be appropriately
met by a loan for a particular project which would have to be disbursed

over a relatively long period. The proposed operation 1s designed to meet
the requirements of this particular situation." It also said that, "as a
matter of administrative convenience disbursement would be made against pay-
ments for ships." In essence, in these two loans the "project" was simply
'maintaining productive investment".

loans for the Purchase of Imports

;i The first three loans made by the Bank (in 1947), the so-called
"reconstruction loans" to France ($250 million), the Netherlands ($195
million) and Denmark ($4O0 million), were for the purchase of imports.

8. There were five loans made to Australia between 1950 and 1956 to-
taling some $308.5 million. They were made to enable Australia to import
equipment from the dollar area at a time when the sterling area was very
short of dollars. Apart from the first, each loan included, as Schedule 2,
a "Description of the Programs" which described in general terms the various
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sectors of development for which the imported equipment would be used. For
some of the loans there was a report which described in some detail the invest-
ment which was being carried out in each sector. However, all the counter-
part funds accrued to the Commonwealth Govermment so that the additional
import of capital did not accrue to any of the ultimate users of the Bank-
financed equipment. In some cases the ultimate users of the Bank-financed
equipment were known; in others they were not known. No specific projects
were appraised in detail; there was only a general economic appraisal of

the various "programs",

9. In August 1961, a "Private Sector Coal Production Project" loan of
$35 million was made to India. The proceeds of this loan were to be
"applied exclusively to the provision of foreign exchange required for the
cost of goods needed to carry out" the project. The project was described
as a program for the maintenance and expansion of coal production by the
private sector in India. Although there was a Screening Committee to
examine the various enterprises which were to use the equipment purchased
under the loan and these enterprises were to be approved by the Bank, the
enterprises did not obtain any direct financial benefit from the loan; they
only obtained access to foreign exchange.

10. The first "industrial imports project" IDA credit to India was made
in 196l. There have been a total of six such credits to India (totaling
$605 million) and two similar IDA credits to Pakistan in 1966, each of $25
million, one for industrial imports and one for commercial road vehicles.

11. The situation which underlay the Bank Group lending of this kind
in India was that the Indian economy had reached a stage in which it could
produce domestically a significant proportion of the capital equipment it
required for imvestment projects but it had to spend substantial amounts of
foreign exchange for the import of components, spare parts and raw materials
for its industrial sector. This meant that the direct foreign exchange re-
quirements of projects tended to be low so that if credits were limited to
foreign exchange requirements a large number of loans would be needed to make
available to India any considerable amount of capital. Hence, the choice
was either to make a number of project credits financing substantial amounts
of local expenditure so as to provide foreign exchange which could be used
for imports or to finance the needed imports directly. The latter course
was chosen, partly because it would make possible the injection of external
capital at a more rapid rate but largely because we felt that by providing
money directly for the imports we could ensure that the foreign exchange
would be used for the benefit of key industries (very largely in the field
of capital goods production) in which production had been held back by
shortages of imported materials, camponents and spares.
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12. The form of all the industrial import credits, both to India

and Pakistan, followed the pattern of previous program loans of this
type in that the foreign exchange was sold by the govermment to the
enterprises purchasing the imported equipment and materials and the
counterpart funds accrued to the government. The first credit to India
was confined to three principal industrial sectors in which there were
about 80 firms potentially eligible to use the credit. Almost all of
these had been visited, at least briefly, by an appraisal mission and a
report was prepared which dealt in some detail with the economic situa-
tion of the various industrial sectors. For all but the most recent
credit, the number of eligible enterprises also increased very substan-
tially. The sectors to benefit from the Sixth Industrial Imports Credit
were chosen from among the considerably larger number of sectors finan-
ced in its predecessor. For all these credits, appralsal relied more
on a general economic examination of the sectors rather than on an attempt
to examine each individual enterprise which was to use the imports.

13. The two program credits made to Pakistan, one for commercial
vehicles and one for industrial imports, originated from considerations
similar to those which led to the industrial imports credits to India. As
in India, industrial capacity in Pakistan was not being fully utilized
because of shortage of foreign exchange. The commercial vehicles credit was
intended to ease the shortage of foreign exchange since it was expected to
be disbursed rapidly but there was also a strong sector element in that

the credit was intended to relieve a bottleneck in the road transport system.
The industrial imports credit was, of course, aimed at increasing industrial
production by enabling industry to utilize more of its capacity but it

was also justified by reference to furthering the policy of import liberali-
zation in Pakistan.

1. In most of the program loans and credits mentioned above, formal
international competitive bidding procedures were not required. As the
commodities financed were purchased by autonomous enterprises using their
own funds, normal commercial incentives were considered sufficient to
ensure economic use of the money. It was also pointed out, for example:

"Insistence on specific procurement procedures and control of
procurement does not appear to be practical. To the extent
practicable, the government requires that the recipient of a
free foreign exchange license produce evidence of procurement
from the most optimal source of supply. Capital equipment to

be imported would consist mainly of individual items of machinery
and equipment to be brought in by manufacturers of capital goods
to balance existing facilities or by construction firms; to some
extent, this already limits the source of supply. Components for
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the manufacture of capital goods must frequently be procured
in specific countries, often from foreign collaborators.
However, the foreign collaborators come from so many different
countries that a wide distribution of the credit seems assured.
The sources of imported spare parts are also limited although
not to the same extent as those of components. Assurance

that the lowest cost source will be used in the case of spare
parts for construction equipment -- the most important class
of spare parts -- is provided by so-called rate contracts
between the government (the largest user of construction
equipment) and the dealers; these contracts fix the upper
price limits of spare parts." '

raisal Report - First Industrial Imports Credit
TO-41La, dated May 28, 196L), paragraph 109(d), page 31.

In the Indian Coal Production loan, however, it was agreed that
major equipment needed to carry out mining projects for the opening of
new mines would be acquired "on the basis of international competitive
bidding and having regard to sound engineering, mining and financial
considerations and practices." (Letter of Indian Government to the Bank,
August 9, 1%1-)
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IBRD AMD IDA PROORAM LOANS AND CREDITS THROUGH OCTOBER 1970

Original
Loan Principal
or Credit Year of Amount/1 Interest

Recipient/Purpose Nusber _ Agreement (US$ m.z Rate (%) Maturities
Australia
Equipment for Development 29 1950 100.0 L 1/4 1955-75
Equipment for Development 66 1952 50.0 L 3/L 1957-72
Equipment, for Development 96 195L Sh.0 L 3/4 1957-69
Bquipment for Development 111 1955 54.5 L 5/8 1958-70
Equipment for Development 156 1956 50.0 b 3/k 1959-72
Belgium
Equipment for Development -

Congoe L7 1951 Lo.0 L 1/2 1957-7T6
Equipment. for Development L8 1951 30.0 L 1/2 1957-76
Denmark
Reconstruction 3 1947 Lo.o k 174 1953-T2
France
Reconstruction-Credit National 1 1947 250.0 L 1/k 1952-77
India
Coal Mining 292 1961 35.0/2 5 Y 1966-717
Industrial Imports Project 52 196) 90.0 /h 1974-2014
Second Industrial Imports .

Project 78 1965 100.0 UL 1976-2015
Third Industrial Imports

Project 92 1966 150.0 /h 1977=-2016
Fourth Industrial Imports

Project 97 1966 65.0 /L 1977-2017
Fifth Industrial Imports

Project 118 1969 125.0 3/k 1979-2019
Sixth Industrial Imports

Project 182 1970 75.0 3/k 1980-2020
Iran
Equipment for Development 160 1957 75.0 5 1959-62
Italy
Equipment for Development 50 1951 10.0 L 1/2 1956-76
Equipment for Development 88 1953 10.0 5 1958-78
Luxembourg
Steel and Railway kL 1947 12.0/3 L 1/k 19L9-72
Netherlands
Reconstruction 2 1947 191.0 L 1/h 1954-72
Reconstruction 27 1948 h.0 b 1/k 1953-5l
Norway
Equipment for Development 97 195k 25.0 L 3/k 1957=7h
Equipment for Development 15 1955 25.0 b 3/h 1960-75
Pakistan
Commercial Road Vehicles

Project 81 1966 25.0 /L 1976~2015
Industrial Imports Project 98 1966 25.0 L 1977~-2016

a
2

which $6.2 was cancelled, terminated or refunded.

which $0.2 was cancelled, terminated or refunded.

All loans and credits are fully disbursed except for Credit No. 182, on which
$8.5 million has been disbursed to date.
of
of
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Financing of Iocal Expenditure by the Bank and IDA

L The accompanying table shows, for Bank loans and IDA credits
separately, the estimated amounts and proportions of disbursements for
foreign expenditure and local expenditure. For a small part of these
disbursements the attribution between foreign and local expenditures can-
not be made and this is shown under the heading of "undetermined". The
absolute amounts are set out in the upper part of the table, and the
proportionate amounts, in percentage terms, in the lower.

& The figures relate not to actual disbursements in each of the
years shown, but to the cumulative total of disbursements in relation

to the loans or credits that were s%gned in each of the years referred

to, up to June 30, 1970. Thus the first column of the table relates

to loans and credits signed in FY 1962, the second column to those

signed in FY 1963, and so on. Thus the total amounts of disbursew

ments fall off in the later years, as the figures increasingly relate

to projects on which disbursements had not been fully made by June 30, 1970.

3. With respect to IDA credits, the respective figures for foreign
and for local expenditures are affected in four of these years (namely
196), 1966, 1967 and 1969) by the inclusion of disbursements in respect
of program credits extended to India and Pakistan. Since no part of these
credits is disbursed for local expenditure, the proportionate amounts of
disbursements for local expenditure in these years would be appreciably
higher if they were excluded.
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CUMULATIVE DISBURSEMENTS TO JUNE 30, 1970 OF BANK LDI.IB& AND IDA CREDITS FOR FOREIGN AND
LOCAL EXPENDITURES, BY YEAR OF SIONING, FISCAL YEARS 1962-1970
Signed in Filscal Tear
Total
1962 1963 1964 1965 1966 1967 1968 1969 1970 1962-70
ts in Millions
Bank hmﬁ
Dirbursements for: Foreign Expenditures Shk.1 360.5 535.2 5L8.6 5L0.9 318.7 361.8 159.5 16.7  3,386.0
local Expenditures 134.3 L6.1 53.3 99.7 115.6 16.9 53.1 30.5 2.9 55h.4
Undetermined 9.4 %56 1.7 130 138 2 Qst - AnLE 150 b.5 108.7
TOTAL (Jm:.‘c 30, 1970) 687.8 16,2 600.2 660.h 670.1 351.7 L32.7 205.9 2h.1 L, 049.1
IDA_Creditsll
Disbursements for: Foreign Expenditures 115.9 205.8 16L.2 222.7 233.7 286.1 L7.0  1hk2.1 11.8 1,429.4
Local Expenditures  93.4  39.8 18,9 lS.0 . 21.7 3.3 3.2 b 231.1
Undetermined 13.8 7.6 1h0 10.6 9.4 1.1 ho 146 - 81,1
TOTAL (June 30, 1970) 223.1 253.2 197.2 279.3 2u7.5 31L.9  5h3 159.9 12.2 L, 7ll.6
Percentages
Bank Loans/2
Disbursements for: Foreign Expenditures 79.1 86.6 89.2 83,1 80.7 90.6 83.6 77.5 69.3 83.6
Local Expenditures 19.5 11X 8.9 15.1 17.3 S.L 12.3 1L.8 12.0 3.7
Undetermined Lb 23 L9 L8 20 b0 hi 2.7 87 27
TOTAL (June 30, 1970) 100,0 100.0 100.0 100.0 100.0 100.0 100.0 100,0 100.0 100.0
b Atk ] S, ATty R SRR T R Enschedio
IDA Credita/3
sements for: Foreign Expenditures 5$2.0 B1.3  683.3 79.7 sh.bh 90.9 86.6 B8.9 96.7 82.1
Local Expenditures 4.8  15.7 9.6  16.5 1.8 6.9 6.1 2.0 3.3 13.3
Undetermined 62 30 71 3.8 3.8 22 L3 1l @ - L6
TOTAL (June 30, 1970) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
A manaad e T PR TR R eSS RS Rt

/1 Figures refer to cumulative disbursements (up to June 30, 1970) on loans signed in each fiscal year; they do not refer
to disbursements made in each fiscal year. The figures for Bank loans reflect a lowsr level of undetermined expendi-
tures than is revealed in other tabulations of Bank disbursements. In part this 1s because undetermined category can be
reduced quite substantially when all that is requived is a classification into foreign" and "local" (rather than into
country of supply), and in part because a special effort has been made to reduce that category for this table by using
the most recently available estimates of forelgn and local expenditures for each project.

/2 Includes disbursements on loans to all countries which have borrowed from the Bank since FY 1962 except Australia,
Austria, Demmark, Italy, Japan, Morway, and South Africa. Disbursements under the loan to IFC have also been excluded.

{3 Four credits totalling $101.0 million, signed between May 12, 1961 and June 30, 1961 have been included in FY 1962.
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Non-Project Assistance from Member Countries
of the DAC and Multilateral Institutions

A. Member Countries of the DAC

The OECD describes the objectives and arrangements of indivi-
dual lenders for non-project assistance in its most recent (1970) Resources
for the Develgg%gg World. The following excerpts are drawn from that
volume. In Table 1 accompanying this attachment, some figures are given
of the amount of non-project assistance provided by each of the DAC coun-
tries in recent years, expressed in terms of the annual average of commit-
ments over the three years from 1967 through 1969.

Australia

"Since 1966-6T7, Australia has begun supplying program aid
to Indonesia through the mechanism of the Indonesian Bonus
Export Scheme - disbursements reaching $5.3 million in 1967-
1968 and $6.6 in 1968-1969 (excluding $4 million food aid)."

Austria

",.. development loans are extended at present to India
and Turkey under consortium arrangements in the form of pro-
gram assistance for the financing of current imports of
capital goods.®

Canada

"Under its development assistance programs Canada offers
those goods and services which the Canadian economy can supply
efficiently and which are needed by recipients. Apart from food
aid, which is the object of a special appropriation, the main
items supplied include non-ferrous metals, railway equipment,
power generation installations and feasibility studies and
equipment for a fairly wide range of infrastructural projects.
.. Non-project assistance is not tied to specific commodities,
and an effort is made to provide recipients with a wide variety
of goods."

Denmark

"Loans are extended in the form of program assistance to
finance current import requirements in investment goods of
recipients. They are generally tied to procurements in Denmark."




France

Germany
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"... long-term government loans ... at low interest rates
... (to countries incurring balance-of-payments difficulties)
are intended to finance imports of light plant and equipment,
consumer goods and raw materials for implementing economic
development plans. India, Indonesia, Pakistan, Morocco and
Tunisia have benefited...."

"The decision to initiate a comprehensive development
loan program was taken in 1960. Since then, the program has
expanded rapidly and accounted in 1968 for almost half of
total German gross disbursements. The German Govermment has
stated its definite preference for direct project-tied loans,
but to an increasing extent loans are also extended to local
development banks and for current essential civil import
requirements, e.g., maintenance support, commodity ald. The
latter reflects the growing need of some recipients for
assistance to maintain full utilization of existing productive
capacity and for balance of payments support.”

"Program aid has gained in importance in recent years,
in particu the financing of current imports of developing
countries, e.g., loans to Turkey under the OECD consortium."

"Although the Japanese Government prefers, in principle,
to finance clearly-defined projects, substantial funds are also
being extended in the form of non-project assistance especially
to India, Pakistan, Indonesia and Ceylon. Non-project assistance
is provided by the Export-Import Bank and the Overseas Economic
Co-operation Fund to finance imports of raw materials, components
and spare parts. The types of commodities eligible for non-project
assistance are agreed jointly by the Japanese Government and the
government of the recipient country on the basis of requests
submitted by the recipient country. They include machinery and
spare parts, fertilizers, textiles, commercial vehicles, industrial
raw materials, as well as certain consumer goods."

Netherlands

"Virtually all Netherlands' capital assistance is extended in
the form of program assistance, i.e., general purposes contribu-
tions not related to individual projects ... Following a decision
of the Intergovermmental Group for Indonesia (I.G.G.I.) part of
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the assistance to that country has taken the form of project
financing in 1968."

Sweden

"With the exception or four program loans extended to India
for the purpose of capital equipment and raw materials, and the
.es /1967 / loan to Tunisia, S.I.D.A. loans have been limited
to project loans."

United Kingdom

"An important part of the United Kingdom aid effort is
taken up by program aid, although the share of program aid
in the total varies substantially according to recipient
countries.

"0f the main regular recipients of United Kingdom aid,
India, Pakistan, Ceylon and Turkey receive relatively the most
program aid. The range of import requirements covered under
program loans varies. Under some a very broad list of British
goods and services are supplied. For example, the most recent
commitment to Pakistan in January 1969 for $10.8 million is
for the import of chemicals, drugs, tractors and agricultural
machinery, marine diesel engines, fertilizers, spare parts,
etc. ... Other program loans are narrower in their scope. Thus
for India, there has been a series of loans for spares and
equipment for metal-using industries.

"For the independent African Commonwealth countries program
aid is generally supplied on a regular basis, although other
forms of aid currently take a larger share or the total than for
the first group of countries mentioned..."

United States

" In recent years, the United States has emphasized program
loans designed to finance essential imports to enable recipient
countries to mobilize domestic resources as compared to project
loans which earlier had constituted the bulk of American lending:

In 1967, 58 per cent of all A.I.D. development lending was in the
form of program loans. The emphasis is put on programming at

the country level and on strong country missions. Each year,

A.I.D. makes a comprehensive review of each major recipient country's
overall development effort. In principle, the review weighs
priorities for development goals, examines alternative approaches
for attaining them, defines needed self-help measures, and

estimates requirements for external assistance. Country programming
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provides the basis for discussing with the recipient country
its own efforts. In 1967, the United States introduced sector
loans, a variant of program loans in aid programmes directed
at the three areas given priority: agriculture, health and
education."

"In order to further development and to make its own
assistance more effective, the United States stresses performance
by recipient countries, and loan agreements typically call for the
recipient country to meet certain mutually agreed-on objectives
which are incorporated in the text of the agreement. Special
emphasis is placed on such requirements in the case of program
loans. The measures required range from local cost financing
by the recipient to large-scale reforms of fiscal systems or
changes in monetary policies."

B. Multilateral Institutions

Three of the major multilateral institutions, the Asian and
Inter-American Development Banks and the European Investment Bank, are pro-
ject lenders by statute and in practice. The first two have only limited
authority to finance local expenditures out of their regular resources.

The third, the European Investment Bank, does not generally concern itself
with the distinction between foreign and local expenditures, and finances
either or both. A fourth multilateral institution, the European Develop-
ment Fund is, as its name and statutes imply, an institution very different
from the others. In addition to financing projects, it engages in a variety
of developmental activities. It, like the European Investment Bank, does
not concern itself with the distinction between foreign and local expendi-
tures.
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Table 1: ESTIMATED ANNUAL AVERAGE COMMITMENTS OF OFFICIAL BILATERAL
ASSISTANCE BY MEMBER COUNTRIES OF THE DEVELOPMENT ASSISTANCE
COMMITTEE BY TYPE, 1967-1969

(US$ millions)

Country Total _Non-Project
Australia 187 1l
Austria 22 11
Belgium 82 32
Canada 2L8 97
Denmark 119 6
France 1,162 172
Germany 659 213
Italy 374 307
Japan Lé1 354
Netherlands 160 112
Norway 11 5
Portugal L2 18
Sweden L5 8
Switzerland 17 9
United Kingdom L8L 193
United States L,168 2,347
TOTAL 8 ; 162 hl 027

Note: Estimates arederived from data in OECD publications.



w B

ANNEX I: ATTACHMENT L

Receipts of Project and Program Assistance in Six Countries

1. The enclosed set of tables shows the amounts of external
assistance committed in recent years to six developing countries, namely
Colombia, Ghana, India, Indonesla, Pakistan and Turkey. Each table refers
to one of these countries. In all cases, the amounts of project and non-
project assistance are shown separately, while for all countries except
Turkey the assistance provided from each of the main sources 1s also
shown. The figures relate not to disbursements, but to commitments or

to agreements signed, and are drawn elther from Bank economic reports or
from consortium documents.

25 It can be seen that in the case of each of these countries non-
project assistance has been an appreciable part of the total amounts
committed. Except in the cases of India in the fiscal years 1966 and

1968, and Pakistan in the fiscal years 1965 and 1966, this form of
assistance was provided, for the five countries for which information
concerning the sources of assistance 1s available, entirely by the bilateral
lenders. Among these lenders, the United States was generally the most
important single source, except in the case of Indonesia where larger
amounts of non-project assistance were made available by Japan.
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Table 1: COLOMBIA - COMMITMENTS OF ASSISTANCE, 1963-1969
(US$ millions)

Total

1963 196l 1965 1966 1967 1968 1969 1963-69

Program Loans - 50,0 65.0 = 100.0 73.0 85.0 373.0
U.S. Aid - 50.0 65.0 - 100.0 73.0 85.0 373.0

Project Loans 136.0 111.5 56.7 116.9 116.8 183.7 233.1 L.7
U.S. Aid and Eximbank 28.7 137.9 3.9 . 19.9 85,5 - 29.5 145.4

IDB 2h.9 8.1 37.7 27.h 35.6 LB8.9 102.3 28L.9

IBRD 73.8 U5.0 - 1.7 25.0 93.1 60.3 338.9

Others 8.6 20.5 15.1 27. 0.7 Ui.7 1.0 185.5

TOTAL (A1l Loans) 136.0 161.5 121.7 116.9 216.8 256.7 318.1 1,327.7

Source: Economic Growth of Colombia, Vol. II, "Development Projects: 1970", August L, 1970,
Tables 1 and 2.
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Table 2: GHANA - EXTERNAL ASSISTANCE COMMITMENTS, 1966-1970
(US$ millions)
Total
= 19661 1961_ 1968 1962_ = 1970 1966—1920

Country Commodity Project Commodity Project Commodity Project Commodity Project Commodity Project Commodity Project
Canada - - - - - - o 1.0 - - - 7.0
Denmark - - - LA - - - - - - - 2l
Gemally S.O 5.0 300 3-1‘ 306 2.5 - - 2-7 hol 1h.3 1500
Itﬂly - - o - 10;0 - 2-0 — - - 12.0 -
United

Kingdom - o 1102 - 11-5 - 13.0 - 1001 6.1 hs.a 601
United

States 705 - 30105 2.0 31‘-9 - 18.0 - 2703 - 1.18.2 2.0
IBRD Group - - - - - 10.0 - 12.3 - 8.5 = 30.8
TOTAL 12.5 5.0 bh.7 8.1 60.0 12.5 33.0 19.3 40.1 18.7 190.3 63.6

Source: The Current Economic Position and Prospects of Ghana, October 13, 1970, Table X-6.
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Table 3: INDIA - CONSORTIUM ASSISTANCE IN FISCAL YEAR 1966-1969£l

(US$ millions)

“Total
1966 L 1967 e 1968 = 1969 ___1966-1969
Non- Non- Non- Non- Non-

Country Project Project Project Project Project Project Project Project Project Project
Austria Lh.7 - L.6 - 0.9 - ¢ - 11.2 -
Belgium 122 - 2.5 - 2.5 10.0 3.0 - 9.2 10.0
Canada 9.3 10.4 Lh.6 65.3 28.9 L.9 28.8 37.0 116 117.6
Denmark - - 9.3 - - - - - 9.3 -
France 16.7 11.3 13.6 13.5 19.1 13.5 - - L9.4 38.3
Germany 60.0 6.5 L6.7 18.1 L9.0 16.4 56.6 10.9 212.3 51.9
Ttaly 31.0 - - - 21.5 - 7.4 - 59.9 -
Japan 45.0 - 52.0 - k5.0 - L5.0 - 187.0 -
Netherlands 11.0 - 11.0 - 9.7 - 11.6 - 43.3 -
United Kingdom 86.3 - 79.2 - 58.8 - 27.6 8L4.0 28.8 308.3 56.4
United States 379.2 12.8 2777 1L.0 225.7 82. 8.7 38.0 891.3 1L46.8
IBRD/IDA 215.0 - - 25.0 125.0 68.0 - 192.5 340.0 285.5
TOTAL 859.4 41.0 541.2 135.9 586.1 222.hs 246.2 307.2 2,232.9 706.5

/1 The Indian fiscal year is April l-March 31.

Source: India Consortium: Quarterly Report on the Utilization of Aid, November 12, 1970, Tables A-=L, A=5.
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Table l: INDONESIA - COMMITMENTS OF EXTERNAL ASSISTANCE IN 1968, 1969 and 1970/71
(US$ millions)
Total
1968 1969 1970/71 4L 1968-1970/T1
Country Program Project Program Project Program Project Program Project
Australia 8.2 2.5 6.1 5.1 7.3 .y a.sb 19.0
BEIgim Ooh o= 1.2 0.8 lc? 3-0 3-3 3.8
Canada - = - 0.2 2.0 0.5 2.0 0.7
m!mrk = - - hco == T B h.o
France 6.9 4.2 6.3 6.3 5.0 6.3 18. 16.8
Germany 12.5 10.5 13.7 16.4  15.2 18.8 h.h L5.7
Japan 65.0  136.L4 55.0 34.5 55.0 55.0 175.0 125.9
Netherlands 19.4 5.6 18.1 25,2 16.5 7.6 54,0 38.4
United Kingdom el 0.8 L.l 1.0 T+2 1.8 1h4.7 3.6
United States 25.0 - Lk.0 26.3 40.0 31.L  109.0 57.7
A.D.B, - - - 13.L4 - 30.0 L3.h
I.D.A. - 7.0 - 89.0 4.9 170.9
TOTAL 140.5  67.1 148.8  222.0 150.5/2 2L0.6 U39.8/2 529.7

/1 January 1970 to March 1971.

/2 1Includes $0.6 million from New Zealand.

Source:

The Indonesia Economy, November 27, 1970, Tables 3.8-3.11.
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Table 5: PAKISTAN - COMMITMENTS OF CONSORTIUM AID IN FISCAL YEAR 1965-1969

(US$ millions)

Total
1965 1A e A05Y 1968 e 1063 —_1965-1969
Non- Non- Non- Non- Non-~ Non-
Country Project Project Project Project Project Project Project Project Project Project Project Project
Belgium - - 0.5 0.6 - 1. 2.0 2.6 1.5 0.8 4.0 5.k
Canada 7.6 53.2 6.8 9.6 9.9 0.5 15.3 20.0 25.4 13.4 65.0 96.7
Frmce . 806 =i 25!3 3-7 ho6 6oh 17.3 Lo 1-6 10:1 57.’.‘
Germany 7.5 26.4 12.5 L9.k 10.0 16.8 10.0 19.9 16.4 37.6 56.4 150.1
Italy - 23.5 e 13.3 906 6.6 18.0 10.8 2-1 3!3 29.? 57.5
Japan 9.0 21.0 9.0 21.0 9.0 21.0 10.0 20.0 9.0 21.0 6.0 104.0
Netherlands - - 1.4 3.9 1.4 0.8 3.1 0.2 L.l 3.5 10.3 8.4
S“den - hoB o 1-8 = 5.0 - e - - - 1106
United Kingdom 11,2 16.2 11.2 16.1 10.6 L.8 12.0 1.2 1.k 2.7 59.4 h1.0
United States 9.2 25.8 140.0 16.6 140.0 Lo.2 T1.0 6.9 103.0 7.0 503.2 96.5
IBRD - 30.0 - 35.0 35.0 - 129.5 - 19.2 - 248.7
IDA 25.0 2.2 25.0 2.8 10,0 - 48.0 - 7.2 50.0 170.2
TOTAL 109.5 2.7 206.4 195.4 194.2 146.7 147.8 276.4 176.2 187.3 83h4.1 . 1,047.5

Source: Government of Pakistan, Memorandum to the Consortium 1970/71, Table 6.




L ANNEX I
b - Attachment L

Table 6: TURKEY - SUMMARY OF ASSISTANCE PROVIDED IN THE FRAMEWORK
OF THE CONSORTIUM, 1966-1969

(US$ millions)

Agreements Signed 1In

Total
o 1966 1967 1968 . 1969 1966-1969
Program Project Program Project Program Project Program Project Program Project

100 203 126 124 112 186 87 159 L25 672

Source: The Development Prospects of Turkey, Vol. II, CONFIDENTIAL First Draft,
October 16, 1970, Table UL.5.
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THE CHOICE OF TECHNIQUES FOR DEVELOPMENT LENDING

y i The previous discussion has established that:

(1) the available lending techniques range from pure project
loans at one extreme to pure program loans at the other;

(ii) the techniques differ in emphasis (on investment or im-
ports), in focus (ranging from single projects to the
whole economy) and in form of resource transfer;

(iii) the effectiveness and suitability of different lending
techniques depend on the economic structure and policies
of the borrowing country as well as the conditions
attached by the lender;

(iv) virtually all of the bilateral aid agencies utilize some
form of non-project assistance, which for the DAC coun-
tries as a whole comprise a large share of development
assistance; and that

(v) to make a maximum contribution to development, the lend-
ing techniques of the Bank Group should take into account
the economic structure and policies of the borrowing coun-
try and the resources supplied to it by the other lenders.

2 This annex discusses the factors that may make it desirable to
employ techniques other than normal project lending. These include the
economic structure and policies of the borrowing country, the total
resource transfer that is needed, the forms and amounts of loans and grants
from other sources, and the extent to which lending by the Bank Group is
desirable. Within this general framework, it is then possible to judge
whether circumstances justify departures from the normal forms of Bank
Group lending (cases A and B in the table in Annex I). Since the Bank's
decision is partially determined by the actions of other lenders, the
analysis gpplies initially to the total flow of resources and in the
second instance to the Bank Group's actions.

Characteristics of Borrowing Countries

3. In the typical developing country, the net inflow of external
resources is on the order of 2% of GNP, but in a number of cases it rises
to 5% or more. The nature of a country's requirement for external resources
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is affected both by its total resource gap (the difference between total
investment and achievable domestic savings) and by its trade gap (the
difference between its ort possibilities and its requirements for
particular imported goods). Among the least developed countries, factors
limiting the level of investment and domestic resource mobilization are
particularly important. Capital goods and other inputs needed to carry
out investment comprise a large proportion of imports and provide a basis
for normal project lending. As countries industrialize, the composition of
both exports and imports changes, and trade limitations become increasingly
important. The effect of each of these structural characteristics on the
choice of lending techniques is noted below.

k. The Size and Composition of Investment. The upper limit to the
magnitude ~of the resource transfer that can be based on conventional pro-
ject lending is determined by the total level of investment and the propor-
tion that can conveniently be treated as a project by lending agencies.
Total investment varies from under 10 per cent to over 20 per cent of GNP,
with a median of about 15 per cent in Jeveloping countries. Typically,
considerably less than half of a country's total investment is suitable
for project evaluation by international lenders, since they speclalize

in certain sectors and can rarely consider loans of much less than $1
million. International financing of intermediate institutions lowers this
limit and thus helps to increase the basis for project lending somewhat.
From the demand side, therefore, the typical country's capacity to absorb
resources through project lending is not likely to be much more than 2-3
per cent of its GNP -- even if 50 or 60 per cent of total project costs
were financed.

b Limited Domestic Resource Mobilization. Under the normal project
technique, local costs of investment must be financed from domestic savings.
The poorest countries are therefore likely to have their ability to utilize
this technique limited by their ability to mobilize domestic resources.

In countries with per capita income less than $100, gross savings are typi-
cally only 10 per cent of GNP or less, and feasible levels of tax revenues
are the same order of magnitude. Conventional lending based on the foreign
exchange component of projects would add less than 2 per cent to this total.
When the ability of the country to carry out investment effectively exceeds
the amount that can be financed in this way, there is a justifiable case
for local cost financing. At higher levels of income and particularly with
larger exports and imports, the taxing capacity normally increases. In
these circumstances the justifiable amount of local cost financing needed
to offset the limited flow of domestic savings declines.

6. The Volume and Composition of Imports. The level of normal pro-
ject lending may also be limited by the total volume and composition of the
country's imports. Total imports range from over 25 per cent of GNP in small
countries to less than 10 per cent in large ones. As countries industrialize,
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the proportion of investment goods that needs to be imported declines,
while the requirement for imported raw materials and semi-finished products
increases. This transformation takes place at fairly low levels.of income
in large countries like India or Brazil because of the size of their domes-
tic markets and the relatively low volume of their trade in relation to
GNP. While a resource transfer of 2-3 per cent of GNP composed mainly of
investment goods may create no problem for a country having imports of 20
per cent of GNP, it may exceed the need for that type of goods in a country
whose total imports are less than 10 per cent of GNP. The limit is even
lower when the country itself produces capital goods. For such countries,
the limitations on the composition of the resource transfer under normal
project lending become quite restrictive, and a case is often established
for the financing of local costs.

Te Underutilized Capacity. In the course of industrialization,
countries may develop excess capacity - particularly in the newer branches
of industry - by investing ahead of the growth of demand. This situation
is accentuated when a shortage of foreign exchange curtails the supply of
imported goods needed to produce the industrial goods for which a demand
already exists. In this event, the imports of intermediate goods and
spare parts needed to make maximum efficient use of existing capacity have
a higher priority on additional foreign exchange supplies than imports
needed to increase capacity. Thus when imports are the effective limit
to growth, the productivity of the imported goods needed to utilize exist-
ing capacity is very high. Within a given level of lending, the share of
the resource transfer that should consist of project-related imports is

correspondingly lower.

8. Whether it is desirable for the lenders to insist on a maximum
of project lending before furnishing additional resources in the form of
commodity loans depends on the development performance of the country and
the relative needs of its public and private sectors. Project and sector
lending are well adapted to supply the needs of the public sector. Trade
liberalization and other measures to improve the efficiency of the private
sector can often be supported more effectively by program lending because
the commodities imported flow through commercial chamnels to private inves-
tors. In some circumstances, therefore, the "optimum" composition of the
resource flow to be provided to a country may need to contain less than a
maximum of project-related imports.

9. In summary, the upper limit to the amount of project lending that
is economically efficient is determined by the combined effects of the set
of factors described in paragraphs 4-8. This limit will vary considerably
from country to country in accordance with its income level, size, natural
resource endowments,and other factors. While the limits to project lending
can be determined with reasonable accuracy from an analysis of a country's
development program, the interaction of these factors cannot be reduced to
any simple formula or set of criteria.
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I1lustrative Cases

10. Since these characteristics occur in varying combinations in
individual countries, it is rarely possible to specify simple criteria
that determine the best combination of lending techniques. Virtually
all developing countries receive some development assistance in the form
of normal project loans, and most of them receive one or more of the
other forms as well. The following paragraphs illustrate typical cases
in which there is a strong case for either local cost financing or pro-
gram lending as part of the total assistance provided.

11. As indicated in paragraphs 2l and 26 of the basic memorandum, the
appropriate form of Bank Group lending should be determined in the context
of the policies of other lending agencies and the total assistance to be
provided. The larger the share of the Bank in the total, the stronger the
case 1s likely to be for it to share in non-project lending when that is
needed. There is an increasing number of countries in which the Bank Group
provides more than 20 per cent of total public assistance and to which

this consideration applies with particular force.

12, The Cases of Reconstruction and Rehabilitations A mumber of less
developed countries have undergone periods in which their economies were dis-
rupted by war, internal disorder, or political mismanagement. When a
responsible government attempts to restore the economy and initiate a pro-
cess of development, it 1s confronted by a situation in which the highest
priority for external resources must go to imports needed to restore the
flow of raw materials and spare parts and rehabilitate existing productive
capacity. This situation is illustrated by Korea in the 1950's and currently
by Indonesia and Nigeria.

13. In the case of Indonesia (described in the Bank's Economic Report
of November 1970), the amount of public external assistance received in

fiscal 1970 was about $360 million or 30 per cent of total imports. The
disbursements from project financing amounted to $52 million. Even financing
100 per cent of the local cost of these projects would have provided consider-
ably less than half of the needed amount of assistance. Although a somewhat
higher proportion of total investment might have been taken as a basis for
project financing, it could have made only a limited contribution to the
import requirements during the period of economic rehabilitation, since
project disbursements are spread over a long period. By 1972, the proportion
of investment that is suitable for project evaluation is expected to grow

and with it the resulting resource transfer in project form is expected to
rise to $175 million. In the longer run, rising exports should cover a growing
proportion of the need for current imports. There should therefore be a
steady reduction in the share of assistance needed by Indonesia on a program
basis. This is a general characteristic of successful programs of reconstruc-
tion and rehabilitation.
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1. Cases for Fuller Use of Existing Cgpacity. As indicated in
paragraph 7, an imbalance sometimes develops between the amount of capacity
installed in each sector and the volume and composition of demand. One
cause of such structural imbalance is a failure of agriculture to grow as
fast as anticipated - as in India in the early 1960's - with a consequent
limitation on the demand for industrial output. Excess cgpacity may emerge
periodically as a consequence of economies of scale in basic industries and
transportation, where it is often efficient to bulld ahead of demand. It
may also arise from a shortfall in export earnings or a reduction in ex-
pected receipts of external assistance, elther of which can mean that im-
ports of raw materials are insufficient for full capacity operation.
Whatever the cause of structural imbalance, it results in strains on the
balance of payments. If resources of capital and foreign exchange can be
allocated to removing the trade and other bottlenecks that have developed,
an opportunity for accelerated growth emerges. Efficient allocation often
requires liberalization of imports and greater use of the market mechanism
in order to influence private producers and investors.

15 Situations of this kind have arisen in recent years in countries
such as Colombia, Turkey, Pakistan, and India. In these cases (as well as
others), structural imbalance has periodically been reflected in import
restrictions, overvalued exchange rates and a shortage of maintenance imports
to operate existing industrial capacity. The Bank's reviews of the needs of
these countries for externmal assistance have shown that a substantial com-
ponent of program assistance was needed to provide for these high-priority
needs. A portion of this need could have been met by local cost finance or
debt relief if lending agencies had preferred these altermatives. The
proportion of total official assistance provided to these countries in re-
cent years in the form of program loans has ranged from under one-third of the
total in Colombia to more than two-thirds in India, as indicated in Amnex I,
Attachment L.

16. This structural case for program assistance is strongest in coun-
tries that have a well-conceived development program and set of policies for
allocating available supplies of investment and foreign exchange. While
allocation to the public sector can be made directly, the response of the
private sector depends on import liberalization and other improvements in
the functioning of the market mechanism, To meet the needs of the latter
situation, a program loan is typically made against the needs for specified
commodity imports so that the annual flow of resources will correspond to
the balance of payments needs of the economy.

17. Cases of Limited Savings. In most of the poorest countries, the
possibility of generating additional public and private domestic savings,
and/or the desirability of doing so, is likely to be one of the principal
constraints on growth. Where, for example, the maximum feasible share of
savings in GNP is low and there is also little domestic production of manu-
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factured goods, an increase in investment may require a large increase in
imports in order to satisfy both the direct and indirect requirements for
increased consumption as well as for investment goods. In that case, the
indirect imports required can be effectively provided through financing the
local costs of individual investment projects. More generally, if the
government!'s revenue effort and its restraint on current expenditures have
already been pushed to the feasible limit, and if it has done all that could
be expected to generate and mobilize private savings, external financing of
a substantial portion of the total cost of the additional investment would
be justified.

18. Cases of Local Production of Capital Goods. Apart from limited
savings capacity, the second principal case for local cost financing is
based on the existence of local capacity for the production of capital goods.
It is in the interest of the borrowing country to utilize this cgpacity to
the maximum degree that is economic, and to import intermediate products
rather than finished machinery and equipment in order to do. Examples of
countries in this position include India, Brazil, Mexico, and Argentina.
In these cases, the average foreign exchange component of investment is
reduced from the 50-60 per cent that is typical of the least industrialized
countries to 25-30 per cent or less. Furthermore, there is typically
excess capacity (and labor) in the capital goods industries, so that the
opportunity cost to the economy of producing capital goods may in the short
run consist mainly of the imported materials and semi-finished products
required.

19. The amount of local cost financing needed and the extent to which
this form of project finance can satisfy the total assistance requirement
also depends on the gross public inflow needed in relation to a country's
total investment program and debt service requirements. Since the public
flow is relatively small in some of the richer countries (e.g., Argentina
and Mexico), it can be transferred via the normal process of financing
projects or sectors with a moderate amount of local cost financing. By
contrast, to transfer the estimated gross official flow of $1,500 million
per year that the Bank has estimated to be currently needed by the Indian
economy on the basis of a foreign exchange component of 30 per cent of
investment would require annually 250 projects of an average size of $20
million. This compares to less than 50 projects per year currently being
initiated by all external lending agencies. Here it is apparent that the
capability and willingness of the lending agencies to review projects,

as well as the prospective improvement that might be achieved in the quality
of Indian investment, must be assessed in order to arrive at a proper mix
of local cost financing and program assistance.

20. Paragraphs 10-19 indicate the effects of the principal factors that
combine to determine the suitability of different forms of lending in differ-
ent cases. More detailed analyses of individual countries are given in the
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Bank's annual economic reports. In conclusion, it should be stressed that
a decision as to the appropriate combinations of lending techniques rarely
depends only on a few simple criteria, but rather involves an assessment
quali

of the ty and effectiveness of development policies and programs as
well as consideration of the factors discussed here.
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FROM: The President SecM69-472

October 10, 1969

PEARSON COMMISSION'S RECOMMENDATIONS
RELATING TO THE WORLD BANK GROUP

The Executive Directors will recall that, in my annual statement
to the Board of Governors, I said that "I propose to undertake a
careful analysis of each of the Commission's recommendations which in
any way bears upon our work, and to submit these analyses to the Bank's
Directors with proposals for appropriate action.”

Attached is a list of the 33 recommendations in the Pearson
Commission's report which are directed to, or bear upon the activities
or policies of, the Bank Group. With respect to each of these recommenda-
tions I will present to the Executive Directors a memorandum proposing
the position which I believe the Bank should adopt on the recommendation
and the action, if any, which I believe it appropriate for the Executive
Directors to take. I have assigned to Mr. Demuth responsibility for
preparing these memoranda.

The first series of memoranda will be scheduled for distribution
to the Executive Directors by early December. Thereafter, I intend to
distribute further series of memoranda on a monthly basis. I would hope
that we could complete consideration of all, or virtually all, of the
recommendations by April 30, 1970.

Robert S. MclNamara

Distribution:

Executive Directors and Alternates
President

President's Council

Executive Vice President, IFC
Vice President, IFC

Department Heads, Bank and IFC



ATTACHMENT

RECOMMENDATIONS DIRECTED TO OR BEARING ON
THE ACTIVITIES OF THE WORLD BANK GROUP

1. "Thus, for example, international agencies such as the World Bank
should take into account in considering loans for agricultural projects not
only the rates of return in the borrowing country, but also the impact of
new production capacity on world market prices." (Ch. L, text, p. 83)

2. "Discussions should be expedited leading to a program of supple-
mentary finance to deal with problems caused by unexpected and sustained
shortgalls in the export earnings of developing countries." (Ch. L, Rec. 3,
p. 97

3. "Financing of reasonable buffer stocks in support of well-conceived
commodity agreements and policies should be recognized as a legitimate ob-
ject of foreign aid." (Ch. L, Rec. L, p. 97)

L. "Bilateral donors and international agencies should provide finan-
cial assistance to institutions, such as development banks and clearing and
payment unions, which are designed to promote trade among developing coun-
tries on a regional scale." (Ch. L, Rec. 9, p. 97)

S. "Regional development banks, in cooperation with other international
agencies, should take the lead in making available special funds for the
refinancing of export credits granted by developing countries, and in
estag}ishing regional export credit insurance facilities.” (Ch. L, Rec. 10,
B B

6. "At the international level, talks leading to the establishment of a
miltilateral investment insurance scheme should be pursued vigorously."
(Ch. 5, text, p. 109)

T IFC policies should be reoriented to empnasize the development ef-
fect of its investments and not just their profitability. (Ch. 5, text,
pp. 114-115)

8. "The Commission . . . urges international institutions such as the
World Bank to give suitable technical assistance to developing countries
in appraising the terms of export credits offered to them.” (Ch. 5, text,
p. 121)

9. "Because the IFC and organizations like it have links with the pri-
vate sectors of both developed and developing countries, they are logical
agents for project identification and investment promotion work, and they
should become much more active in this field." (Ch. 5, Rec. 5, p. 123)

10. "International institutions, such as the World Bank and UNIDO,
should expand further their advisory role regarding industrial and foreign
investment policies." (Ch. 5, Rec. 7, p. 123)
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11. "In regard to the possible excessive use of export credits, a strong
'early warning system' based on external debt reporting should be evolved
by the OECD and the World Bank." (Ch. 5, Rec. 10, p. 123)

12. "Preparations should begin at the earliest possible moment for
establishment, where necessary, of new multilateral groupings which provide
for annual reviews of the development performance of recipients and the
discharge of aid and related commitments by donors. The World Bank and the
regional development banks should take the lead in discussions to this end,
and the World Bank, or another appropriate existing agency, should provide
the necessary reporting services for such groups." (Ch. 6, Rec.; p. 135)

13. "All member nations of the Development Assistance Committee should
prepare plans for reaching the 0.70 per cent target, and the President of
the World Bank should place discussion of these plans on the agenda of the
1971 meeting of the Board of Governors. The national plans should be sub-
mitted for publication to the Chairman of the DAC by January 1, 1971."
(Ch. 75 Rec. 35 ps 152)

1L. "We recommend that debt relief operations avoid the need for re-
peated reschedulings and seek to re-establish a realistic basis for develop-
ment finance. The World Bank and the IMF, as important providers of long-
term and short-term finance respectively, must of course participate in
rescheduling discussions." {Ch. 8, text, p. 157)

15. "We recommend greater help to development banks and similar institu-
tions in developing countries. In addition, assistance should be provided
to such promising activities as industrial parks and agricultural coopera-
tive credit institutions, designed to promote financing of the domestic
private sector." (Ch. 9, text, p. 179)

16. "Multilateral agencies should extend the practice of joint or paral-
lel financing of projects." (Ch. 9, Rec. 6, p. 189)

17 "Aid~givers should remove regulations which limit or prevent contri-
butions to the local costs of projects, and make a greater effort to
encourage local procurement wherever economically justified." (Ch. 9,

Rec. 10, p. 190)

8 "Aid~givers should adapt the forms of aid to the needs and level of
development of the recciving country and recognize the great value, in
many cases, of more program aid.

"IDA should undertake program lending wherever appropriate, seeking,
if necessary, statutory change to make this possible." (Ch. 9, Recs. 11
and 12, p. 190)

19, "Multilateral and bilateral technical assistance should be more
closely integrated with capital assistance." (Ch. 9, Rec. 1L, p. 190)
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20. "Donors should give financial assistance for local recurring expendi-
tures and for equipment, transport, and other supplies in connection with
technical assistance projects." (Ch. 9, Rec. 17, p. 190)

2l. "Loans for projects should include a greater component of technical
assistance." (Ch. 9, Rec. 18, p. 190)

22. "International technical assistance should be strengthened by the
creation of national and international corps of technical assistance person-
nel with adequate career opportunities." (Ch. 9, Rec. 19, p. 190)

23. "We . . . recommend that the World Bank, in consultation with the
WHO, launch immediately a wide-ranging international program for the direc-
tion, coordination, and financing of research in the field of human repro-
duction and fertility control." (Ch. 10, text, p. 199)

2L. "The World Bank Group, as well as the Regional Banks, should pay
greater attention to problems of research and development in their country
studies and should themselves identify needs for scientific and technologi-
cal research." (Ch. 10, text, pp. 205-206)

25. "Bilateral and international agencies should press in aid negotia-
tions for adequate analysis of population problems and of the bearing of
these problems on development programs." (Ch. 10, Rec. 2, pp. 206-207)

26. "Greater resources for education should be made available for (a)
research and experimentation with new techniques, including television and
programmed learning; and (b) a systematic analysis of the entire learning
process as it applies to developing countries." (Ch. 10, Rec. 7, p. 207)

27. "Regional or national laboratories and research institutes should be
established to study techniques of natural resource utilization and to im-
prove industrial product design and production techniques.

"Industrialized countries should assist in the establishment of
international and regional centers for scientific and technological re-
search in developing countries, designed to serve the commmunity of develop-
ing countries and specializing in distinct fields of research and their
application.”" (Ch. 10, Rees. 10 and 13, p. 207)

28. "The World Bank should continue to assume responsibility for
Jﬂgcuntry economid7 reports for major recipients and accept reporting re-
spon51billty where it is requested to do so by the new multilateral group-
ings recommended in Chapter 6. For some of the smaller countries, however,
the Bank's responsibility for economic reporting might well be passed to
regional banks as their capacity grows." (Ch. 11, text, p. 219

29. "A procedure, already in use, to reduce the effective rate of Bank
loans is the practice of 'blending' IDA and Bank loans available to the
borrower, thus reducing the average rate on loans from the World Bank
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Group as a whole. Sometimes a single project is financed by such a blend.
We also suggest that the blending technique for single projects or programs
be used more frequently." (Ch. 11, text, p. 222)

30. "The World Bank and the IMF, in countries where both operate, should
adopt procedures for preparing unified country assessments and assuring
consistent policy advice." (Ch. 11, Rec. 2, p. 230)

31. "The President of the World Bank should undertake a review of the
need for organizational change in IDA as its functions increase." (Ch. 11,
Rec. 5, p. 230)

32. "IDA should formulate explicit principles and criteria for the allo-
cation of concessional development finance and seek in its policies to off-
set the larger inequities in aid distribution." (Ch. 11, Rec. 6, p. 230)

33. "The President of the %orld Bank should invite heads of appropriate
organs of the U.N., pertinent multilateral agencies, and the regional
development banks and coordinating bodies, to a conference to be held in
1970 to discuss the creation of improved machinery for coordination capable
of relating aid and development policies to other relevant areas of foreign
economic policy, moving toward standardized assessments of development per-
formance, making clear, regular and reasonably authoritative estimates of
aid requirements, and providing balanced and impartial reviews of donor aid
policies and programs. Representatives of at least the major bilateral
donors and appropriate representatives of developing countries should also
participate in the conference." (Ch. 11, Rec. 7, p. 230)
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FROM: The Secretary December 12, 1969

PEARSON COMMISSION RECOMMENDATIONS

Attached hereto for information is a copy of a summary analysis
of the kinds of joint financing arrangements in which the Bank or
IDA has been involved through 1968. This document is referred to in
the President's memorandum of December 11 on Recommendation no. 16
distributed under report no. R69-232.
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Department Heads, Bank and IFC



e,

(1) . TERO/IDA JODNT PDRANCING OPERATIONS WITH U.3. ILY/ADD ¥
(Millions US$ Equivalemt)

'E OF PROJECT
e EEHENT MATE
TOTAL COST BORBOWER SPECIAL PROVISIONS IN LOAN/CREDTT DOCTMENTATION
FOREION EICHANOE COMPONENT GUARANTOR JOINT LOAN TERMS AMD COMNDITIONS INTER-AGENCY AGRERMENTS
n_nm-mm:nn DETGIN OF JOINT FIMANCING pmmrmm;mm METHOD (F PROCURENENT
IFD Loan 114 7R Republic of Feru U.8.4. PL-UB0 Punds under Matual Security Bormsl separats loan documentation betwsen Bank and Hrrnnr
Quircs-Piurs Irrigeion Act: 82,6 for 20 yre. including L yrs. and betwsen U.3. and B . Mo eross of

U.5. participation was & result of grace st Fy percent interest to cover local effectivenses or dafslt.
April 5, 1955 normal U.3, operations in Peru and currency costs of "farmer ssttlesent® phase
@ request for 1 of program. Repayment was 508 in dollsrs, No inter-sgency agressants; U.3. contribution effectively
26,6 towards local currency financing of 508 in local currency. rapp 4 O 4bution to fi ing of local
fs.0 project, s CurTency costa.
Ooveroment provided remaining

Bank loan: ¥18.0 Kormal Bank pr t and dHeby t pr .
For 25 years, including L yre.

IERD losn 176 BC U.5.4. ILF:1 $5.) (untisd) divided by indetar- Normal leen documentstion betwesn Bank and Borrower nd batwsen

Righway mal minste smounts into Loan A end B. DLF and B . No cross of effectivenses or
Ioan A1 Dollar parchases of sucres from Cemtral  defemlt.

September 20, 1957 Exxk Tor 18 years, mwu!.mm-‘ Bank loan effective in January 1958, and Bank igressant pro-
Fs parcent interset. to call for vided thet *midl the Project shall have besn carried cuta...

m.ou:uuzouz.x repay !.ndnu.lrlipw installmmnt on the Borrower shall not bersafter incur any imisbiedmsss io

$10.3 a0h.5 finmneing, pmtpn. otherwise repaymemt was 1o sucres. fareig swrrmoy to finece in whols or in part wy rad

Bank P ’“"‘“Mwuhm‘"“‘ tom traction, Teoons treotion or mintenmce,” without Bank

Bank Losa: 4.5 s to ba Degotisted and repeyuble in wm.mmugu—wuﬁ,himmx-.

years, including L yrd. Fucres. conmited. After comsultatiom wi and Borrower, Bank
grace st 5.3/h parommt interest spproved DLF loan December 1959.

Govt, provided remsining §11.2
’ No Memoraodus of Und '{ 1 sssurance from

brat
W“memdlhimmmmm
%o specific sownmtriss (ICA Code 899) snd reguire
of all contrects did mot apply to proouremsnt

§l

TEED loan 195 B0 Republic of Hemduras U.8.4. DLF: $5.0 for 20 years, including Normsl loan docomentabion betwsen Bank and Borrower mnd betwesn
Boad Comstsuction ln.pu:fshmmm. a'-wi.- DLF and Borrower, inclunding cross-conditions of sffsctiveness
In vigw of fiscal sitmation of local curremgy. and defealt.
May 9, 1558 Borrower Bank scught local
s eurreacy financing. M-mmgwmunmmm
(of. IERD Loan 259 NI, balow).
IBRD Loam: §5.5 for 20 yre., in- Procuremsnt of Bank/ILF finmnced goods and services on tha
'mWﬂ'-mns.mw basis of imt tional comp ‘bidding,
DMsbursement on separate application for reisbursement by
Borrowsr to Bank snd DLF for foreign snd local carrancy costs
respectively.
IBRD loan 2i0 INN Industrial sod Nining Developmsnt U.8.4. DLF: §5.2 for 15 vy imal yra. Normal loan docomentstion betwesn Bank snd Borrower/Gnarantor
Industrisel Developasnt Project Bank of Irem {DURI) grace at 5.3/L paroent el ‘mfuu and AID and B , with tions of
huﬂmmdmmuuhorpojnm. affectivenses and defmult. INDBI also agresd that it would
November 23, 1959 Joint financing a result of Bank's comeit the procesds of the Bank Losn pari-passy with prooseds
sarly role s sdvisor to the Oovern-  Shars capital: §5.3 of which 0.2 Tramisnj of the ILF Lomn
3.7 mant aod private U.8, spoosors on $2.1 foreign. (U.8., U.L., Prench, Cerman,
$20.h st least, with actual amount to  the establishmant of TMDBI and re- n‘u.-,mmm.f Bo Mestorandua of Understanding, but soms informal ecoperatien
be determined as DIBI goes into quast of Dovernment to DLF for with ILF in the project.
operation, 'ﬂh“ﬂﬁ foreign currency finsa- Oovernment Advance: $5.0
IERD Losns $5.2 for 15 yre., including i a) wsubordinated to other debt in the svent
iﬂ:.mdmlz:hw:trm ) of 3
determined as losn is dream b) rask 1 with shars capital)
mwm.«;wg e) ::'h‘ ";..B J.Shum
exchange costs of these projecta. debrursement . ¥
L3
1/ Developmebt Losn Pund wntil November 31, 1961, thereafter Agency for Intamati Deval .-

Scbeegquant to Octobar 20, 1959 U3 foreign assistance hcbutiﬁbmumcm«mmw”!pnmw



IBRD/TDA JOINT OPERATIONS WITH 0.5, DLr/amm &

ORIIN OF JOINT PIRANCING

{Mill1ons US$ Eymivalent)

JODNT LOAN TENMS AND COMDIT IOWS
AMD CEHER FINAMC NG ABRANGENINTS

SPECIAL PROVISTONS [N LOAM/CREDIT DOCUMENTATION
INTER-AQENCT AGRERMENTS
METRON OF PROCUREMENT

Empress Hacional de lms y Pussa
Ric Tosa Hrdroslsctrio Project (mar)

Ouarantor: Republic of Wicaragua

$20.8 Borrowsr sought sdditional lecal
fl.s currency financing from DLF.

TERD Loani §32.5 for 25 yre., including
5 yre. grace at & paresnt interest.

U.S.4, DLF: §2.5 (sied) 20 yre.,
including 1 yr. grach &t ¥ parcent
interest. Repayment ih

CUrTency.

Govt. af Nicaregus: 1.8
L .0

Documentation s in [BRD Loan 155 HO, but with forsal Baak/DLF
Memor andus of Understanding, approved by the Borrower, which
included:
genarsl description of flnancing wrangements “.r | » [roject;
Wt that as & result of each agemcy's srrangsmants with
the Borrower, "spproval of both is requirsd with respest to
certain actions and documsnts pertalning to the project;*

€) the right of both institutlons to recelve reporta and inspsct
the project;

d) agresment of both agencies to collsborata closaly in the
sxscution of the project, and OLF inteotion, "to raly on the
Bank's administration of the Bank losn for the project for
certain sspecta of the DLF loan,” to the extent consistant
with DLF operstions;

a) Bank agressent ta inform the DLF of conclusions of Bank review
of consultants, contracta and contractors and of the action it
proposed to take, with o view to emabling DLF promptly to
commsnt thereon;

f) Bank agreswsut to kesp DLF inforwed on the progreas of tha
project based on Bank end-nse inspsctlon;

@ sgreemant of BAnk/ODLF to inform each other Lf any event case
to their iowledge which mught affset or lspeds the groject and,
in the event of differencs of view on sctlon to bDe taken, agree-
ment to use thelir best sfforts to resolve the difference before
acting j and OLF agresment Lhat procursment restrictions peculiar
to the use of its funds are not applicable to Bank L.

HOYE: This Memorandum of Understanding was prepared -:m the Loan
Agreement was aslgned. The basic cutline was established in
the Mesarandum of Undarstanding IBRD Loan 271 PE,

“mw“‘:ﬂlormwzj"f as wall ss [ERD
s
Loans: 261 HO mmd 26l PAN balow.

Bapk procuremsnt on the basis of intemational compstitive bldding.
Bank disbursemant ageinst separate list of goods.

DLF disburaesent parallel with Gowersment contributicn %0 engurs
debt/quity ratio would remain constant or fall, ar specifisd ia
OLF Loan Agreement.

DLF Loan Agresment with Borrower delesgated to the Bank the
Functions:
1) review of contracts and approval of contractors (ses. 1.03))
11) approval of enginesr corwmltants and terms of
eaployment (sec. 5.0L(d)).
111) l;.‘ro!:ﬂ. of mansgement consultants (sec. 6,08},

IEED Loen 261 HO Espress Bacional do Eoergia U.5.4. DLP: 658 (864d) for 25 yre., Documantetion aa for IBAD Loan 259 KI, mthnnu'mm-

Rydroslectria Project Electrica(NER) ine 1 #r: greoe st Yy peromnt not parallsl to Oovernment disburcement, saad thare was no specific

» interest, of wHibk 1.2 cancelled. delegetion of functions mantionsd in um DLF Agreement (ef. 1, U,
June 29, 1960 Guarantor: Repeb of T lossl owrrency. i1, 259 NI, sbove).
[P Borrowsr sought sdditional locsl BEE: 82,9 Nemorandus of Usderstanding prepared after loan dgreemsnt signed
8 9.0 currency finsncing from DLF. as 0 TBRD Loan 259 HI.
OGovernment Cemvira® Bank finmancing of

IERD Losn: $8.8 for 25 yre., inelue- DLF cancellatdos, f.4:, §1.2. Following change in Government of Honduras in September 1963, ILF
ding & yre. grece at § parosct discontimued disburzsmsant and cancelled the remsinder of its loan,
A b b .. t.0., $1.2.
IEAD loan 26k PAN Bepublic of Pansma Documsntetion as for 261 HO, axcept Mesorandum of Understanding also

Borrower scught additiomal lecal
ewrrency financing from DLP,

V.84, WP §8.3 (t4d8) for 15 yre.,
including 1 . graee st ¥y pereant
Bepkymant in dollars.

Govertsmnt of Pasasa: $2.0

provided that:

s) at request of the Borrower, the Bank would forward to [LF
notification of all charges to tha lLoan Aceount, “which sction
will inform the DLF that the Bank has found the Barrower's
requast and documantstion satisfactery for, and has made, the
requested disbursesent from the Loan Accomnt;®

b) Bank agresmsnt to consult DLF bafors any changes in the
Bank "list of roads or the ardar of their cosstructlon;®

¢} Bank agresmsnt to notify DLP of results of its review of comtracts,
contractors, consultants and design etandards of ths project and
the action the Bank proposed to take, with the alm of reaching a
comson viswpoint om action to be taken,

propared after Losn Agressent signed as

of Under
in IEED Loan 259 NI.
Foreign Procurement on the basis of international competitive bidding.
Disborsemant on a parcentage basis: SO8 IBRD; 378 DLF, according to

the individual procedurss of sach agency for sstlmsted foreign and
local currency upnd.ﬂuru respectively.

Republic of Paru

Bank sought sdditional local
currency fismnoing.

U.8,A, DLF: $.5 (tied) for 15 yre.,
including 1 yr. graes st ¥y percent
interest on ﬂn dallar

q
n.o (ef, TBRD Losa 176 lc)

Goverrment of Peru: £1.0

Documsntation as for IBAD Loan 259 NI, axcept Mesorandum of Undar-

n-u. also provided that:
st request of the Borrowar, the Bank would forward to ILF
notification of all charges to the loan Acecunt (ef. IBRD Loan
26k PAN, sbove);

b) agresment that Bank snd DLF nave parallal rights with respect to
approval of consultents, contractors, contrects, and gmeral de-
sign standards for tha project, and that nsither the Bank not
DLF will indicate approval or disspprovsl on these matters withe
out having consulted the other,

Bank procurement on the basis of international competitive biddisg.

Bank disbursemsnt against own llst of goods on & percentage bas.
50%, reprasenting the sstimated farelgn exchangs cost of the pr

DLF disbursed 0% of local currency cost, and the Jovernssnt tw
other 208,

(WOTE: The Msmcorandum of Undsrstanding for this project was the
first such agrosment and was used &s & pattasn fur the
Msmoranda subsequently poverning foint administration, ete.,
of IBAD Lowns: 259 NI; 261 WO: 2ol PAN.)

L Ses page 1.
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IBAD/IDA JOTWT GPERATIONS WITH U.S. DLr/AT &

BORROWER
OQUARANTOR
ORIGIN OF JOINT FINANCTNG

(Millions US$ Bguivalent)

JOINT LOAN TERMS ANT CONDITIONS
AND OTHER FPIMANCING ABRANOEMENTS

SPECIAL PROVISIONS IN LOAN/CREDTT DOCTMENTATION
INTER-AGENCY AMREEMENTS
METHOD OF PROCUREMENT

Republic of Argentina
Joint financing a result of Govern-

Original Goverrment contribution:

ment's and Vialided's (Direceion

Goverament comtribution after AID Loan
{930.5) granted: $31.5 wntil original
project revised down, at which time the

Juna 30, 1961 Nacional de Vialided, an sutonomous
Goverrment deteriorsting
or: financial si on, and sub
A . inability 1o meet thair commitments
8 8.5 $32.0 under the Losn Agressent. Ooverrment

[BRD Loan: initially $45.5 end net

Cancellations: July 26, 1965..816.5
August 28, 1968,.% 1.0

requested AID to cover part of local
currency costs of original project.

Ditimataly, the
Bank and AID wers financing 1008 of
all project costs.

intersst from Allisnce for Progress re-
Sources.

t contribution fall to zerc.

US-AID cemtribution: $30.5 (tied) Loan
signed March 18, 1963 for 50 yrs. inelu-
d!-. 10 yr. grace st 3k of 1 mt

Wormal, loan d ion bet Borrowsr and TERD and
Borrower and AID, Mo cross-conditions of effectivensss
or default.

Fo Nemorandum of Undsrstanding, but closs working relationship
with AID.

Normal Bank procuremsat snd disborsessnt against ita own list of
goods on a percentage besis: WO repressting the estlmated foreign
exchangs vost of the project.

AID distarsed 608 of the coet of works completed, and in the interest
ot efficlency l(ud ko utmnml-k mathod of disbureing directly
Vialidad rather than through the Cemtral Bank of drgentins, as

mt\umﬂ practice.

IIRD Loan 299 CR
Ik Credit 10 CR

IBRD Losn: $5.5 for 15 yre., inclu-
ding 5.3/L percent interest.

TDh Mt: 5.5, repayable on
normal A

tersn., Cancellstiont

Republic of Costa Rica

Joint inemcing a result of deterior-
ating Oovermment financial situation
and request to ATD for assistance in
financing part of the local carrency
component of the mroject. AID

Bank
comtritution part of U.5. §10.5 tmdget

suppert cperation.

U.3.4. AID1 $2.1 for 50

est. Repayment to be
ance for Progress funds.

Goverrment of Costs Rica to provide re-

maindar: $0.1.

yre., including
yro. groce at 3/L of 1 percent inter-
in dollars., ALli~

Smrnu, pormal loan/oredit documentstion between the Bank/IDh and
the Borrower. Separsts lomn documsntation between LID and Borrowsr

with no cross-conditions of sffectivensss or defaylt. AID Loan mot
signed until July 23, 1963,

Wo M dom of Underat but closs working P bet
Bank and ATD.

FNormal Bank/TDA procuresent. AID procuremmt sccording to its own
procedurss.

Bank disbursessat nui.nn & list of goods for contrected construction
The

on & parcentags basis: r d foreign exchosge
en-pnmt. Mnlm m;.l.:ul;ﬁ_— involved, they finacced k:!

conatr
#0.950. (am flmh?wmemu for 12 sub-projects within the entire
Disbursement for works done on force sccount mads upon separate
“-utmuwmmm,wsum,ummatum
m-pht.ﬁ. wml-nu:n 1 for the respsctive
AF ted forsign costa md local costa.
IBRD Loan 331 PH Philippina National Bank {PWE) 0.9.4. AID1 #5.6 for 30 yrs., including Normal losn documentation betwsen Bank and Borrowsr/Guarantor mnd
t Corporation Projsct 15 yrs. gracs at ls of 1 parcent intersst. betwsen AID sod Borrowsr, including cross-canditions of sffectivenses
Ouarantor: Republic of Philippines Local currency genarated by ICA dollar  snd defsmlt. Subsidiary Loan Agresment between PHE and POCP im which
wry 15, 1963 ﬂm-mhrmrﬁmnrmpl- PNB dalegated most of its rights as Borrower to FDCP.
Joint financing s result of Bank agriculture commoditiss
TERD Loan: appraisal of local md foreign ax- No Masorandum of Understanding,

change requirements for setting up
a private developmant corporation
in the Philippines.

e w%ﬁg of $0,205 snd stand-by
[ $1.28,

Bquity share etpd.h!.: lﬁ‘h, of which
tl-.luﬂ Philippine owned

banks snd investors in 0.3,, U.K., and
Germany.

FNB to relend procesds of IBRD Losn in

full to POCP on terms and conditions

md 8.5 !mm

specified in Subaidiary Loan Agreement
between PNE snd FDCP.

Soures of AID funds authorised by pre-
decessor sgency: ICA. Sec.L02 of MSA

5k

ATIVPDCP Loan Agressent (seec. T.Dlwm propayment squivalant
of a proportion of any ws of ‘s net profits after taxss and
reserve appropristions. much w case, Bank Agresmsnt does not call
for pro-rata prepayment of Bank Loan, but Subsidiary Loan Agressent
provided that any other oir of prepay prior to msturity
would require Bank spproval.

Procurement snd distursssent of Bank/ATD funds followed normal mro-

wnr sach agency respectivaly as projects wers implemented by

IERD Loan 557 OUI Republic of Guinea

Bokd Project
Joint financing of Bank project
September 18, 1968 & result of Government request for
Ioreign sxthangs firancing from Bank
W and locsl carrenay fimancing from
o - + railway 4,1.D,, for infrestructure project
snd township) 1o the satablighmant

of & large banrite mining operation.
& .
Fﬂ mﬁ] %é ¥ining operation is, im tuern,

port, railway, bip and necessary for feasibls Bank project.
rafinancing of previcus engimeerirg
loan 3-1 001 of M.T)

$6L.5 for 34 yrs. including 5 yre.
gracs at &5 peroent intarest.

Ltx 13

For sdditions]l Benk/TDA joint fimaneing oparations
invelving the 0.5, OLF/AID ses also the following
losns/eredite:

Under "IBRD/IIA Joint Financing Operations with Two

or Nore Co-lendere:” PAR; 110 GH; 379 EC/S1 EC)
383 UNI; 5k8 PAK;

r "IHRD/IDM Joint Financing Operations with IDB*:
0

Under *IBED/IDN Joint Plnencing Opsratisse with Suppliers'
Credits Arrangementa™: 536 W’n i

Under "IERD/IIA Joint Financing Operations with FAC™:
Propossd Upper Volta Teleccssmnicatioms Project.

Y/ Ses page 1.

Repaymssnt over 30
yra. incl
Sowrce of AID funds 18 previcus sals under
PL-UB0 of agrimltural commoditiss.

Government contribution mnsisticg of
procesds of Bank md AID loans.

Stockholders of mining company (HALDD,
an association of pix intercstdonal
aluminium pmducers) to provide sny
overrun in forelgn exchange costs of
Bank pro Ject.

Oovermmant sxacuting agsngy for Bemk
E’o’;ﬂ Office d'Amenagement ds Boks

Mining Project: 9.0

Companie de Banxite de Oulnes (owned by
Haleo and Ooverrment of Ouimsa) i tha
axscuting sgency: $37.0 in equity capital.

I:hl.u &o lﬂ-tm arrangements are
ta with
mm. hndldlv“nr
Amarica have besn mde to provide
m“hﬂsnat totalling

Hormal ssp do tation b Bank srd Borrowsr and
betwean AID and Borrower incloding cross-conditions of affsctivensss
ard default. Special arrangemsnts for the security of the Bank lsan
and for the cmmﬁhcmﬂmunomnmu
a Fimecis ]l Avsurances Agresmant and a

Memormdom of Understmding between the Hspublic of Ouinea, the Bank,
mm-b«mn-mmmzs,m.um“mm

Uy yr. grace at 2% imterest. laid down the msis for megotiation of the Bmk loan.

and
Effectivensss of all instrusents anl agrements between tha Bk and
the Borrower, AID and the Barrower and between the Bk, the
CEG are comditions of effectivensss of Bk

In sddition if the
wmnn to premy any part of its indsbtedness under the AID

n agremsent,it would & tanscusly prepay a proportlonats mmount
atth Bank losn, (ﬂoomn 5.09}.

Bank procwment 5o be on the beais of imternstional competitiva
bidding -

Bank/AID diaburs essnt nts not yet availsbla, but AID Loan
Agrement (Section 1.2) states: ™fhe loan will be alsburs ed w AID
upon submis sion of supporting docummntstion the sewe as (or, L
!pcmd by AID, ressonsbly similar to) that reqiired purscent to”
the IBAD Loan Agreement.




PR e _.k.. g

{11) DERD/IDA JODNT FINANCING OPERATIONS WITH 0.5, EIPORT-IMPORT BAMK
(Millions US$ equivelent)

TIFR OF FROJRCT
AMEROSET [T SPRECIAL FROVISIONS IN LOAN/CREDIT
TOTAL CoaT BOARWER DOCUMENTAT 0N
FORKION BICAAMOE COMPOMENT GUARANTOR JOINT LOAN TERNS AND COWDITIONS TNTER-AGENCT SOREENENTS
BARK/TDA = LOAM/CREDIT (RIGIN OF JOINT FINANCING AND OTHER FINANCING ARRANGEMENTI METHOD OF PROCUREMENT
IERD Losn 33k PR Peruvisn Limited 0.5, Exisbank: $h.75 for 7 yre. (no grace Normal loan documentation betwesn the Back and Borrowsr
tation (Corporatl r.‘l.lﬂ &% 5.3/hL percent intarest, plus and betwesn Eximbank and Borrowsr, inclodicg cross-conditions
+§ disbursed under 1962 Lins of credit of sffectivensss and default. Bank -4 Ex sbank dgreements
March 13, 1963 Ouarantor: Republie of Paru which supported firet year of four year required security of repaymsot on principal and/or Intersst
progras, in form of Mortgage Agresment on movahle and (msovabls
m.,lm.-tlrp?- Joint finsnoing & result of Oovern- propariy of Corporation dated Juns 27, 1943, between Corpor=
which began July 1, 1%61.) ment requesst to both the Benk md Corporation cootribution: #1.8. stion, Indwstrial Bank of Paru, [BRD, Exisbank snd parson
n9.5 Exisbank for [inancisg of the for- ar entity noted ss "representative” under the Morigage.
eign szchange componsnt of (&8 fowr- { Bank bi sec. 5.04; U.S. Eximbank Agresssnt Article
Ilﬂh-:&].!!ruum., yoar railwsy rehabilitation program. K11, C.
including Uy yr. grece at P
peromt t. Loam subject Inter-agency Agreemsnt signad May &, 196l batwesn [HAD and
to reduction corrssponding to the . Eximbank reg duinistration and snforcemsnt of Mortgage
mount the Corporation cen gener- noting that:
ate in emcess of its working cspi- a) the "Repressntative” under the Mortgage was to &ci only
tal requiremsnts. upon the imstructions of the IBRD;

b) the IEED will give to the Represuntative appropriata
instructions in respect of the Mortgege as requested by

Eximbank ;
5\ t) agressant that IERD will comsult Eximbank bafors taking
3 any action related Lo the Mortgege and genaral agreement
to ronsult with each other oo mstiers of common Interest.

Supplemsntary Agresmsat (dated July 5, 1965), between Cor-
poratian, IBRD, Eximsbank, and Covermment, provided for ati-
lisation of fupnds from sale of Corporationis movable and
{mmovable proparty, as required under Mortgage Agresssat.

Bank procurement om the basis of intermational competitive
bidding, sxcluding specified rails and fittings mad five
locomotives, which were to be purchased in the US4 oa grounds
of speed and standardisation.

Disbursement agalnst ssparsta lists of goods for Bank and

Exishank respoctively, with Exisbank disbureesent:

a) direetly to a commerclal bank in the U.3., designated
by the Corporation, to reisburse the Corperatiom for
axpenditurss made by it;

b) to reimburse a commercial bamk in the U.5. for sxpendi-
tures mxie by Lt under a letber of credit {(opened upon
request by the Corporallom);

o) dlrectly to suppllers.

In fect, Eximbank has never reimbursed tha Corporstic
m[a} above

For sdditional IHRD/IDA joint finsnoing srrsagessnta with U.5. Exisbank ses also under: "IBRD/TEA Jeint Pinsncing Opsratioms with Two or Mare Co-lenders:® J100H) SLEPAX,



FOREIGH EXCHANOE COMPONENT
BANE/TDA - LOAN/CREINT

{111}

ol

IBRD JOINT FINANCING CPERATIONS WITH U.5. COMMERCTAL BANES

AND U.3. PRIVATE INTERESTS
(millions US$ squivalent)

BORRWER
OUARANTOR
ORIOIN OF JOINT FIRANCINO

SPECIAL PROVISIONS IN LOAN/CREMT
COCUMENTATION

INTER-AQENCT ADRERMENTS
METHOD OF PROCUREMENT

JOINT LOAN TERMS ARD COMDITIOES
AND OTHER FINANCING ARRANGIMENTS

IBRD Loan 151 IN
Air-India Project

March 5, 1957

3.0
2.0

IBRD Loan: $5.0 for about 10 years

including & year grace at 5.1/2
percant inte reat

IBRD Loan: 272 JA
Third Eawasakl Project

Decesber 20, 1960 {as ded

Alr-India International Corporation

Gusranter: India

Joint finsncing & result of Government
request for assistance in finencing
project and subssgquant Bank indication
that if India could arrenge financing
for two-thirds of the codt, the Bank
would provide the remmining one-third,
with subsequent increase in the sizs
of the ariginsl project.

Japan Developmant Bank (JDB) for
onlanding to Kawasaki Stesl Corperation.

April 2k, 196T)
£3.0

No foreign exchange component
estimted, bat naturs of project
indicatas mt jor portion to be
foreign sxchange costs.

IERD Loant $6.0 for 15 years
including 3 years gruce at
5.3L percent interest.

@ : Japan, but April 24, 1967
Amendment provided for JDB to aspums full
responsibilities as Borrower and Japan to
ba no longer obligated under the Cuarsntes
Agresment of Dacember 20, 1960,

Joint financing envisaged from baginning
of project as & result of (a) the
successful experisnce of the JIB in
finmncing the Miboro Power Project (IBRD
Loan 220 Ji) by the utilization of a Bank
Leoan snd a Public Isaus floated in the
U.3. through the First Boston Corporation
and (b) dewire to stremgthen the JIB to
enable it to obtain its capital
requirements on the World cepital market.

IBRD Loan 273 JA
Second Sumitomo Project

Dotomber 20, 1960 (a8

Japan Development Bank with onlending
to Sumitomo Metal Induetries

Imcesbar 20, 1967}

$161.1 (Total Project)
$47.3 (Bank Project)
$9e ( ° ® 3

IBRD Loan: $7.0 for 15 years
including 3 yoare grece at
5.3/k percent intermst.

0 + Jupsn, but April 2hL, 1967
Amendment provided for JIB to assums
full responsibilities as Borrowsr snd
Japan to be no longer obligated under
the Ouarantes Agresment of December
20, 1960.

Origin of joint finencing: See IBRD
Loan 272 Ja.

Sormal, separsts loan documentaticn tetween Bmmk nand

First Wational City Bank of New Tork: .5
5 Borrower and between 0.5. commercial banks and Sorrower
5
5

.
Bank of America N.T. and S.A.1 2.

2. with cross-conditions of effactivensss and default. A

- default under the Credit Agreement with tho banks, any chanze
The Firat Nstional Bank of Boston E.? in the Agresmsnt without prior agreemsent of the Bank. or any

totale "2 for fallore to diaburse the loans provided for in the Agreoment

up to 5.3/L years, incloding 6 months grece wers also stipulated ap cases of default.
aftsr final delivery, at 5 percent interest.

The Chase Manhattan Bankr
lrving Trust Cospamy:

Credit Agresment also conditional on IBRD making & luen on
Air India: $6.7 & "firat in and last out”™ basis.
Wo Memorandum of Understanding between Bank and nther lenlers

Procuressnt largsly negotiated due to limitad source af
supply, otherwiss normal Bank procedures with di sburaomant
againet separate list of goods, with other lendera following
their own proced: of disbo t

Mormal, separats loan docummntation betwsen the Fank and
Borrower and Quarsntor and betwean the Kawesski and private
inveatara, including cross-conditions of effectizencas.
Provisions fer repaymsnt of Bank loan if Kaowesskl rapeys [OF.

0.5. Private Placement: $4.0 for 10 years
including 3 years grece at 7.5 percemt
interast.

7.3, Hanover Bank: $2.0 for 5 yeara
including 1.1/2 yesrs grace at 6.1/2 percent
interest.

Subsidiary Loan Agresment between JDB and Kawasaki w~a 2i-=o
considered & comdition of sffeztiweness of the Bank ionn
and any defsult under it would be & default under tie Loan
hkgromment. This Agresment remained in effect under the

Dosestic mortgage debenturse: $6.0 for
Amendment of 1967.

7 years including 2 year grace at 7.5
parcent interest.

Bank procursment on the hasis of imtermaticoal compo.itive
bidding whers lmported equipment was campetitive.

Bank disbursement against separate 1list of goods for h}20% of
the cost of sxpenditares retrosctive to July 1, 190, (.
1008 of ths reascnable cost of imported goods made or to be
mads, snd (c) amounts including locsl expenditurss, which
have bean othsrwiss expended, or which are to be erpended

on the Project, in such currencies &nd at such times, as
shall be agreed upon batwean the Bank and the Borrower.

Internal cash generation: $5.0

DMsbursessnt by other co-lenders according to cem profecuras.

Docusentation as for IBED Loan 272 JA, except that Dank
disbursement was sclely for the forsign exchange coat of
imported gooda.

U.3. Private Placement: $5.8 for 1L yesrs,
incloding 3 years grace st 7.1/2 percent
interest.

Loan from Manufactursrs Trust Co. of W.It
$0.6 for 3 years at 6.1/7 parcent intersst

Domsatic Loans: $26.1 for 5 to 10 ysars
including 1.1/2 ywars grace at 6.5 parcent
intereat.

Domss tic mortgage desbenturss: $£5.0 for
T years including ? yearm grace at 7.5
percent interest.

Retained sarmings md depreciation: $56.6

Cld TBRD Loan: 201 Ja 811.7 of initial

4330
Shars insue: 6.9
Totaly $161.1
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(Millicns US% equivalant)

JOINT LOAN TERS A¥D CORDITIONS
AND OTHER FINANCINO ARRAMDEMENTS

SPRCTAL PROVISIONS IN LOAM/CEEDLIT

IBAD Loan £30 FR
Henganase Project
Juna 30, 1959

$01.9
Ho wxchilge component
bat by natwre of

project most costs ware foreign
sxchange conts.

Calase Cemirsle de le Frence d'Outre-Mer:

{oomTL.00) 7.1 for 30 yre., tnduding 6 yr. grace st
3 parcent interest.
Gaarantors: Republic of Frence
Rapublio of Gsbon Private Shareholdars' Loans: $31.6
Aagublic of Congo
(Brassaville) Share capital: $.2

Cash gemsreted by initial oparations: k.0

Vit the Bank and
m/hnmun, and betwsen the Calsse “entrals snd
Borrower, incloding cross-—conditions of el fectivensss wnd
default.

of Ap Cainss Centrals and the
Bank providing for:
a) exchange of information on disbursemsnts meds;
%) agreemmnt that the Caisse Centrals would waive its

normal requiressnt of sasigmment of ore contracts as
ssturity on its loan unmtil the Bank loen was complstaly

IERD Loan: $35.0 for 15 yrs., Dagk for sbditional financing repaid, except in the case of defmult;

inaloding b yr, grese et & par= of projest. ¢) agresssnt to consult one snother before declaring the

cent interest for mine sed Borrowsr in defmmlt;

wushing plant, cablewy, reil- d) Bank agreesent that acceleratsd repaymant of asmual

road, port end gensral services. installments of the Caisse Centrale losn under s clsuse
allowing such prepayments in saticipation of an sxpec~
tad fall in the Borrowsr's turmover in the following
mu months without pro-rets prapayssnt of the Benk

¥

e) agresmsnt to comsult one another With respect to the
amount of woTiking capital required by the Borrowner
with the object of reaching common agresssnt;

f) agressnt to consult one another befors consenting to
any act of the Borrowar proposed under thair respeciive
loan Agresmarie,

Procursmsnt on the beais of intermations]l competitive bid-

ding as far as practicabls.

Distuirzsment ageinet separste lists of goods with Renk

disbursemsnt for foreign exchangs costs of lmportad goods

m-m:nwlmmumm o amounts re-

saived from CUNTLOO sharshalders & with wd 1

theretofore made from the Loan Account from time to time

by way of advances aa provided for in the Loan Protocel.

(of. section 7.02 Bank loan Agreemsut.)

IBRD Losm 245 MAD Bociste des Mines de Catsee C is de Co Loo Bocrsmh Hormal, separate losn documentaticn betwssn the Ssnk and
Iren Ore Praject Per de Mauritenie (MIFERNA) $10.1 for 30 yru., dacluding 6 yr. grace Borrowsr/Ouarantora; betwesn the Calese Centrals /Borrowsr;
at 3 parcest interest. batwean tha French md the Borrowar, inclufing
March 17, 1960 Ouarantors: Republic of France cross~conditions of effectivensss and defmlt.
The Rapubitic Share capitali §53.9
#1513 of Manritesis of Agr bet the Bank and Calsse
mmaﬁl.!hl&m.. Centrale s in IBRD Loan 230 FR.
o foraip ng Jodnt financing & reslt of NIFERMA incluoting 3 Jr. grece at § peromt interest.
epressed, but by nature of requant to the Benk for assistance Procuressnt on the basis of internstional competitive
project mast costs wars forsign 1in finsncing the projest, snd normal bidding as far as practicabls.
axnhangs costs. soops of French interest in the area.
. inst sep lista of goods with Bank
IBED Losn: $56.0 for 15 yre., disbursement for foreign exshange costs of imported goods
insleding 5y yr. grece at 6 and mervices aml limited to an amount to tha aggre-
perosnt intarsat for mine, rail- gate mmount received from time to time paid=in share-
wy s@d port. ! capital s on the French Treasary Loan,
g wlth withd 1s iy £ made from the loan

Account, eand limited further to 865.0 wuntil the Premch

Treasury loan was fMlly drawn dowm. (of. section 2.02

Bank Losn Agrestent.)

L4

IBED Loan 378 AL Compagnis Algurisuns du Nethams Calsss d* Difve loppament de Formal loan docusentation between Bunk ama Borrowsr/

Oes Project Ligudde (CANEL) 1'Algerie (CEBS): l.l. brls,u., !llﬂl‘ Ow rentors and batween CEDA and Borrower, (ncluding cross

3 yr. grace st L pwemt intersst for first eomditions of effectiveness md defsult; slso Sharehciders’
My 1k, 1964 Gugrentorst Bepublic of Algeris sad 5 yre. mnd at 5 parcent interest tersufter. :rmmw; &wmmhtw-xwt
several private interwsts. Asgigmeent Agreemsnt
$89.1 Sharsholders' Losms: llh-&flrlﬁm- e luding
doint finanoing s result of normal S yr. grace st £ proet interest aml Betik Losn Agresssnt also included:

Bo fored 2 subordinats to Baak Losn ad s intenmncs of

:Eﬂﬂaudhb md internationsl
q-hl.\nthamuih-

working capitel.
ip particular, snd of

the Barrower for assistamce in fimancing Share Capital: 2.7
the project.

CEDA grant: £3.0

Othwr Madios Torm Loms to be mde to Borrowsr:
0.5 for 5 yra. st 6 peremt i erest. Ko
grece period.

Repaymmnt by Sgciets d'Bxploitation des Wydro-
carbures d'Haswi R'Mel {SEHR): &26.5 in
accordence with tarms of CANEL/SEMR Protocal
of March 8, 1962 for SEME to fimsnce ome-third
of the cost of facilitiss in sxchmge for
CAMEL's agresmmt to supply SEHR with liguid
natural ger smountirg 4 sppre i tely one-
third of the plant's owiput .

Several substantial sharebolder a' advances to
offset Borrowers' losses.

Bection 2,00 of the Benk Loan Agreemant.

g to follest sstant precticsbls.

a) prepaymsnt requiremsnt in !.u syant that oot prefite of
the Borrower

age. {of.

Section 2.08 Bank Loan mzﬁ

b) security “for the dus payment of tie priscipal of,
interest, premium, i say, on prepaymant or r-dﬁ.um,
and other churges on the Loan and the Borde® in
fore of m sssigmment (delegation) of any and all
rights 1o md claies for payments from British Methuns
Limited which the Borrower now a3 or may Mereaftar
acquire under the FOB Sale Comtrect, (dssignment
dgressent refarred to umler Article 11 of the CEDA
Agresmant md Section 5.10 of the Bk Loan Agresmsnt);

©) requiresent that &t Bank's request, or if CEDA u-:lun
its rights under Article 10 of its Agreemsnt, the
Barrower would fumish the Benk with « mo
Borrower's movable and immovabla proparty.
5.12 of Bmk Lom Agresment},

d) az an additional eveat af defmelt, & demand by CED4 fxr
mt in advance of maturity of its loan (Section

Ti» Assipmamnt Agressent provided, smongst other things that
the reholders' Gwrwntes Agresment would become eperative
ir had mads & demend for paysent undsr its cun
amsignmnt (Sscilon 1.03).

@ on e
Gection

Anvignment Agrossmt (ses 0] shove) betwesn the Bmk, CAMEL smd British Methans Lid. (3ectlon 1.02);
commen. agr before @ to action of tte Burrower which wuld jacresse his indebredness;
re which mey emvoks the articles relatizg ® defmult undar S ir resmctive Agressents;

lists of goods with Benk disbursing peri passu with the CED4 loan for thh foreigy exchangs costs of imported gods od services.

)/ Tomis d'iide et da Copperation (FAC); Calsse

(COCR); Cadses d'Equipement pour le Developpement de 1'Algerie (UNDd).



BE JF PROGIECT

IEEMENT DATE
TOTAL COST
POREIGH EXCHANGE COMPONENT
BANE.'TDA =~ LOAN/CREDIT

{iv) TBRD/TDA JOINT FINANCING TPERATIONS WITH FRENCH IDE‘JC‘IBAJ

{Mi1lions USE equivalent)

BORROWER.
GUARKNTOR JOINT LOAN TERMS AND CONDITIONS s
ORIGIN OF JCINT FINANCTNG AND OTHER FINANCING ARRANDEMENTS

SPECIAL PROVISIONS TN LOAN/CREDIT
DOCUMENTAT TOK

INTER=AGENTY ANREEMENTS

METHOD OF PROCUREMENT

IDA Credit 126 CD
Fducatlon Project

hugust 29, 1968

8.0
$3.45

IDA Credit: $1.8 repayable on
normal IDA terma.

Republic of Chad Fonds d'Alde et de Coopermtion (FAC):
Provided technical assistance in a grant
Bank intersst in joint financing eaquivalent to $1.45
arrangements in view of Chad's
poor economic position and depen-
dence of project on provision of

tachnical assistance,

Govermment contribution: $0.55

Normal IDA/Borrower documentation, no cross-conditions
of affectivenass or default.

No Memorandum of Understanding, but close ccoperation
with FAC for arrangemenls covering hilateral technicael
ansistance.

Hormal Bank procurement and disbursement proceduren.

IDA Credit 128 NIR
Highway Maintenance Project

September 73, 1968

$8.95 tncluding 30.82 for
feasibility and anginsering
studies.

86,26

IDA Credit: $6.12 repaysble on
normal IDA terms,

Republic of Miger FAC grant: 80,14 for technical assistance.

Joint financing e result of Govern- Govermnmant contrimution: 3$2.95 plus $7.50
mant request to FAT to cover gap outside project to cover recurrent expan-
in financing part of the coot of diture during four-ysar maintenancze pro-
contiming technical sssistance. gram.

Hormal, separate TDA/Borrowsr and FAC/Borrower documen-
tation as in DA Credit 126 C3 with only an informal
understanding governing the FAC contribution.

Hormal Bank procurement and dipbursament.

Proposed IDA Credit
Hinvi Agricultural Development
Froject

Under considaration,
R
8u.k (foreign exchangs componant)

IDA Credit: .6 repayable on
normal terms, of which $1.§ for
local costs.

Rapublic of Dahomey

Joint financing resulted from co-
oparation of FAC and Bank in prep-
aration of the project following
Oovermmant reqiest to both agencles
for assistance. In view of the
Government of Dahomey's relisnce on
French [inanced technical assistance
and particularly to French financing
of budget deficit, sssocistion with
FAC was regardsd as esssntial.

FAC grant: $4.6, of which $1.0 for local
costs.

In view of Dahomey's poor economic situation
and chronic budget defieit, FAC is financing
Jovermment ~ounterpart of $0.4 repressnting
equivalent of taxes and duties paid on indirect
imparts.

Loan documsntation not yet avallable, but will presumably
ba pormal separate agrsements between TUA end Borrowsr ard
betwsan FAC and Borrower, including crosa-conditions of
affactivensss and default.

A Draft Memorsndum of Undarstanding between IDA and Fil

provided for each party ta:

1- kesep the other currently informed on the progress of
work; exchange views from time to time, ard at least
evary six months, keep the cthar informed of aggregsie
amounts disbursed under their respective agreements;

2~ sxchange information with respect to parts of the pro-
Ject which are esch lender's particular concern rela-
ting to the placing of contracts, orders for works and
materials, stc.g

3= forward to the other landar suwwmary information con-
carning "applications received for disbursements on &
percentage basis,” and inform the other lender uf sy
event which would prevent such disturasemsnt o thin
agreed pericds;

li= carry out its own m=parate supervision, with agresmsnt
to inform the other lender beforshand of mmy scheduled
mimalon) afford the other opportunity to participata
therein, and exchange views on the results of mich
inspections; inform the other of any event lisble to
threaten carrying out of the project;

S5« conmilt each other, to the sxtent possible, prier to:
a) demanding prepayment;

b) teking sy action which may result in suspension,
cancellation, termination;

¢) making ] 8 to aach r tive ag: t§

d) agreeing to changes in the project, with the object
of finding & jointly suitable solutdong

&= adviae the other bafore giving individual consent to
any request of the Ooverrment under thelr respective
agreemante.

Kormal Bank remont and disbursement for 100 percant
of cost of all directly importsd goods and equipment,

Local and franc sone purchesess of tmported goods to be
entirely financed by FAC.

Joint percentage disbursement against common list of goods
for all remaining items o be procured under normal Bank
procedures.

Froposed TBRD Loan
Camercon 011 Pale Project

Under consideration

$1l.1
$1.8

IBRD Lomn: 37.9 for 30 yrs.,
ineluding 10 yr. gmce &t
&5 parcent interest.

Soclété des Palmeraies de Mbongo st FAC grant: $1.8 to Goverrmemt.

d'Eseka (SOPAME)

Caisse Centrale Loan: $1.8 proposed for
21 yra., including 9 yr. grace at an
averags of & intersst to SOPAME, tha
axecuting agency of the proect.

Government contribution: $2.6

(uarantor: Republic of Camaroon

Joint financing a remult of Covern-
ment request to Bank, FAC and Calasse
Cantrale for assistance in financing
foreign and local coats of project,
Project preparsd under joint guidance
of Bank and FAC on basis of FAC=finan-
ced feasibility study.

Hormel, separate draft loan documentation between the
Bank ard the Borrower/Ouarantor, including cross=conditiona
of affectiveness and default.

Memorandum of Understanding between the Bank, Calsows
Cantrale and FAC and draft document follows pattern adapted
from the Dahomey 011 Palm project.

Bank procursment and disbursement for 100 percent of nost
of all directly imported goods and equipment will be 1in
accordance with normal Benk guidelines, with the exceptlion
of one odl mill, the coata of which are to be {inanced
entirely from French funds on the baeis of competitive
bidding restrictsd to the franc zone.

Joint percentage disbursement ageinat a common list of
goods for all remaining goods and services procured local ly.
{ef. Sac. 2.0} of draft Loan Agreement.)

Propossd TDA Credit
Telecommunications Project

Under consideration
2
B

Tk Creditr 0.8 on normal
IDA terms.

Republic of Upper Volta FAC grant: $0,122
¥o joint flnancing but FAC expected
to provide ongoing technical

assistmcs, Oovernmant contribution: $0.563

Normal, separate documentation expected, with informal
asgurances from FAC concerning the contlnuatlon of
their cn-golng technical assistance.

Procurement 18 sxpscted to be on the basis of intemational
competitive bidding whersver warranted.

[Habursement expected to follow normal Bank procedires.

1/ Fonds d'Mide et de Cooparation (FAC); Caimss Centrale de Cooperaticn Beonomique {CCCE); Caisse d!Equipsment pour la Devaloppement de 1'Algeris {CEDA).
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IBRG/TI0A JOINT FDIABCING OPERATIONS WITH FRENCY u-:!wy
(Mltons U equivalent)

ADREEMENT DATE SPECTAL PROVISTONS IN LOAN/CREDIT
TOTAL COS? BORROWER DOCUMENTATI ON
FORETGH EXCHANOE COMPOMENT GUARANTOR JOINT LOAN TEFMS AM) CONDITIONS INTER-AGENCT AQHEEMENTS
BANK/TDA = LOAN/CREDIT CRIGIN OF JOINT FINANCING AMD OTHER FINANCING ARRANGEMENTS METHOD OF PROCIREMENT
Propossd THRD Loan/TDA Credit Republic of Semegal Goverrment contribution: 32.7¢ and on-lending Normal Bank/TOA documsntation «
Agricultural Credit Project in of procesds of losn/credit to BDS for 1k yre.,
Senagal Prepant project doss not involve including L yr. grace at ¥y perceat interest. Norwsl Bank/IDA procursment sod disbursessn: procedares
4 Jjoint flnancing. Original Govern- axpactad,
Avaiting signaturs. mant reqeest waa for TOA assistance Banc Mationals de Duveloppement du Senegal (BNDS)
in fi ing the of a $6.0 of ive own rescurces and on-lending of pro=- For sdditional joint finansing operstions wth France
$20. 15 five-year groundnut and millet ime cends of loanforedit recedwed from the Gowern— see alsc under: "TBRD/IDA Joint Finsacing Jperstions
$ L0 P t program involving a costly ment. BMDS on-lending through cooparstives to wlth or More Co-lenders:* IBAD loan SL8 PAK,
form of external technical assistance. farmers expectsd to be st 54 to 0 percent intar- 568 TU, and proposed 0i1 Palm Protect in lvory Coast.
IBRD Loan: $3.5 for 30 yrs., Project was begun with the assistence eot over various time periods from 1 to 5 yre.,
including 10 yr. grace st the aof the Berop Economic O Ly with no grace peried.
currant rats of intarest shen (D), and was latar financed, oa
the Loan is drawn down. Bank an interis basis, by the CCCE, Bapk  Farmers: $3 84
Loan not to be drawn down until appraisel missions have assisted in
IDA Credit is fully drewn or L and the Bank
comed ttad. project by separmting certain sle-
% ments for indspendsnt
IDA Credit: $5.0 on normal YDA CCCE and FED.

1/ Ponds d'idde ot de Coopiration (FAC); Caisse Centrale de Coopirstion Econemique (CCCE)) Calose d'Rquipement pour le Développement de 1'Algiris (CEDA).



v TRALL Tiw TOINT FINMANCING OPFRATIONG WiTH GEHMANY s

(Millions USE equivalent)

3 OVEEECT

ENT [ATE SPECTAL PROVISIINS TH LOAN/CPEMT
TOTAL CORT BORE WER LOCUMENT ATION
FIREION FICAANGE COMPONENT LA RANT TR "OINT LOAN TERMG AND TIRDITIONS TNTER-AGENCY AORESMENT
BANK 10K = LOAN'SREUTT WRIZN OF iD[NT FINANCINO AND OTHER FTMANCING ARRANDRGNTS METHOD OF PROCUREMENT
IBRE joam 224 20 Sepukli~ of Sude- Germany (KfW): $1R.L {untied) ar 25 years Normal. separate loan Jucumentation between the DNank wl ' &
I Cres.i 2 S ncluding 7 sears grace at L-3.4 percent and Borrowar And between XMW and Borrower, fnrluding -ross

feint findncing a result of interest. randitions of effe-tiveneas and defoult,
fure b, 181 Government request Lo the Bank to
; cxamine the Lechn!~al and emnomic Government contrbution: $127.13 Administration agresment between the Bang TR, EfW e
$L7E.7 ssperts of the project as early as Borrower which provided for: )
$96.0 1458, mno subsequent Pank inltiative (a) mathods and procedures nf procurement to ba deu'nmnbdh
te obtaln additional financing of the ' by the Borrower and the Bank (2,02} with the concurrents
IBRD Loan: $1%.5 for 25 yesrs project from countries interssted in of the Association and KIW;
including 7 years grace at the 4evelopment of the Sudan. {b} the withdrewal from funds provided in all three lendine
5-3/4 percent interest. Agresments to be made on application of the Borrower
{for reimbursement) Lo the Sank, whizh would apportion
Tid Credit: 313.0 on normal IDA the mmount 80 requasted:
LeTma . 35% 1BRD
Jof Im
5% KW

tr] approval of disbursement unier the Dk Agrwement toe be notifled te the sther lenders, wnich would then disburss their respectlve partion #ccording Lo their reapeciive Agreements;

{d] each lender o retain the ir tndeper tent rights of decision sl action wniler thelr respect ve Agreemant, but the lenders agrasd ic close collsboration in matters relating Lo the
sxevution, administration and surervision of the projert.

Memorandum of Underatanding betwean the Hank. [DA and KW regarding Section 7.10 (7 the Adriniatration Agreement provided that in "special circumstances, upon the remest of Sudan, and upon
such terms and conditions (including serial commitment charges or other speclal rnarges, i any) as shall be agreed upon by the Parties hereto, tha Bank may enter into specisl commitmenta,
for the respective sccounts of itself. Kreditanstalt ano the Assoistion, Lo pay amounts to Sudan or others in reapsct of the cost of goods notwithsta i e sl
cancallation of any of the Agreements®.

Procurement and dlsbursemsnt sccording Lo normal Bank/TDA proredurea.

IBRD Losn 370 TH Insustrial Finsnce Corporation of KfW: loan datedi Uecember 20, 193 for Normdl, seperate loan documentation betwesn Bank and
Industrisl Pinance Corporation Tailand DM 11.0 million (equivalent} 27.75 for Borrower/Quarantor and between the KfW and Dorrower, with
of Thalland (IFCT) Project 15 years, grace periad not known, at 5% no eriss-amditignd. of SECOCENISIRAY, AF deluylL,
Jusrantor: Kingdom of Thailand intarest,
Wereh 11, 196k Domestic and foreign (U,S.. Garmany, Japan,  No Memorandum of Understanding beiwaen the Rank ani K7,
Joint findncing arcke [rom the fact U.K.) shareholders: $0.9 tncrewsed by $0.6 but informal agreement Lo work togsther i3 closely A5
Forelgn exchange cost not that Ocrmany had slresdy aigned s million to 31.5 milliocn squivalent as a poaaible. IFCT has recorded understanding that it will
pvailable since objertiwe of loan agresment, December 20, 1963 resull of operwtion. e LER RS el o B N A A
project was to reise resources of for the same proiect, Tate.

IPST from $3.2 to $9.5
Normal Bank procurement and disbursement procedures.

van: $2.5
latian $1.
. for a maximm of
15 years with grace periois And inlerest
rRLeR determined &t time the loan wAs
creditad for qualifying sub-projectis

10A Credit b6 AF Kingdom of Afghanistan UN[CEF/UNESCD technical assistance in Mormal Credit documentation betwsen the Bank and Borruwer
Faucation Project the squivalent of $0.% including requirement that arrangemen®s satisfactory to @
Jolnt fimncing srose from INESCO Association be made for UNICEF/INESD and German grante,
Novbntes 23, 1560 participation in appraisal mission KW grant: $1.0 before Cradit becass effective.
and Jermany’'s existing intarest in e
£5.0 providing technical assiatence to Mo Memorandum of Understending between [DA and UNICEF/UNFSCH
$7.35 Afghanistan. or Germary, but close informal ~coperation during appralsal

and administration of project.
LW Credit: $1.5 on normal I0A terms, .
Procurement on the basis of international competitive bidiling
whers possible.

[Mrbursemsnt will be for 1002 of the foreign exchange cost of gooda and Services for the proisct; with the "equivalent of a percentage nr porcentages to bm established [rom time Lo “-""j‘
by a.gmlum-]botuun the Boerrower and the Aseociation of such amounts ss shall have been axpended for the r 1# cost of goods required for carrying out Part B ol the Project; {achoo.
construction).

The IDh Agresment amended Credit Regulation 1, dated June 1, 1961. section 3.0l eo that withdrawals from the Gredit Account could be made "on &ccount of sxpenditures in currency of lhe
no;em'" or for goods prodiced In {including services supplied from) Lhe territories of the Borrower, in such currency or eurrenciss ms the Association shall from time to time rensunably
oelacl®.

L7 Erecitanstalt fir Wisdersufbau {KfW).
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BORBOWER
GUARANTOR
ORIOIN OF JOINT FINANCING
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TERD/IDA JOINT FIMANCING OPERATIONS WITH SWEDEN
(Millions USS squivalemt)

SPECIAL PROVISIONS IN LOAN/CREDIT
DOCUMENTATION

INTER - AGENCY ADREZMEN
METHOD OF PROCUREMENT

TS

Pebrusry 10, 1966
$39.0
=2l

IDA Oredit: §19.2 on normal
IDh terms.

Islamic Rspublic of Pakistan

Joint financing & result of Swedish
interest and initiative in promoting
Joint finaneing end utilising Benk/
I sppreisal services.
(At IDA initiative, & pending exten-
elon of this t invelving an
is to ba finmoed by
Swadan, thus total cost
and Swsden's peromtage share in
total financing.)

3.8 (untied) for 20 yre. ioclu-
ding 5 yr. grace st 2 percent interest.

Normal loan/Credit documentstion betwsen IDA and Bore
rowar and Sweden sand Borrower with crosasnordi  ons of
effsctivensan and default.

Procurement on the basis of compstitive b
pereentage disbursement against a foint list

wlth
gooda .

Adiniptration Agressmnt betwsen [0/ Jweden/Borrower

a)

b)

o)

d)

which provided for:
and p

d af ot to ba
by the Borrowsr ard the Lsseeiation (2. m} u‘!.ﬂl con-
currence of Sweden (2.04);

Sunder.
approval of disbursessol under the IJA Credit to be
notified to the Sveriges Riksbank, agent for Sweden,
which would then disburse its portiem asccording to the
Swedish Credit Agresmsnt;

each lender to retsiln its rmespeative independent
rights of decision and sotion under its respsctive
Agrosmnt, but the lendars sgreed to closs collabor-

tration and supervision of the project wes recognised
by Sweden.

IDA Credit 106 PAK
mmw.m
and Drainsge Project

May 12, 1967

.5
2.6

DA Credit: §1.75 on porwal IDA
tares.

Islamic Rapublic of Pakistan

mummmm-u
M _‘_htﬂthw

| ol d

in the -
changes on mﬂ. possibilities.

Swedem: B1.75 (wmtisd) for 20 yre. inclu-
ding 5 yr. grace at 2 peroent intarast.

Governmant of Ialsmic ic of Fakistan:
Procesds of IDA/Swedish
torms similar & thoss specified in the Ii

nnl Swedish w-n rup-etlwl;. axospt
by the Prov-

lmnluhhﬂp-

Turther relending of the procseds of the DM/
Swedish Credits by the Provincs to the Lahore
Isprovemant Trust (LIT) for 25 yre. including
S% year grace st J parcent interest.

Frovince of West Fakistan o provide the bal-
ance of local surremcy Mnancing: §2.9 equiv.

?je_ht.lun same as for A Credit 8) PAL excepr:

b)

€)

d)

Administration Letter betwsen DM /Swedan replaced the

mn formal Haﬂ.-wt,r Administration dgresmssnt;
the Borrower and deeden

authorising t.h- lanouuoo to act on behall of Swadan

with respsct to supplemsntery ents NF Arrange-

ments regarding the joint list of goods for the pro-

Ject, the share of the Swedish contribution, end wi®

drgwal procedurss;

peroantage disbursessnt:

508 IDA

SOf  Swedan
disbursemsent provisions in IDA/Swedish Credit Agree-
ments provided for an agresed amount of local currency
axpenditure to be disbursed scoording to Lhe percent-

1
5¢ Ik
25_] Sweden

IERD Lesn: $1).5 for 2L yre. imclu-

ding Wy JT. grace at Gy psrcent in-
terest.

ID4 Credit: $7.7 on mormal IDA terms.

Bepdre of Ethlopia

Sweden: $5.8 (mtied) an pormsl Ik terms.

[+ of Bthispia: $11.4 local currency

Swediah and ini ive in
P 4 1 i at within fioancing.
ths frasneork sxohan-

of
ges on project possibilities.

Documentation same as for IDA Credit 106 PAL sccept fors

Parcantage disbursemsnt:

Islsmic Republic of Pakistan

Original sppraisalef Project justi-

fled & larger credit, but problems

of IDl replenishmmt precluded this,
IDA sought sdditiomal for-

ourrency financ within the
m—*dw&a

Sweden: $5.0 {mntied) on normal IDd terms.

Government of Pakistas: Procesds of Credits
%0 ADB for 20 yra. dmcluding 5 yr. grace at
L percent intsrest.

ADB: Further

relanding of procesds
to agriculturalists for 15 months or longer
at 7 percent intersst, plus: $3.0 in local

Docomsntation sesm as for INA Credit 106 PAK exospt fori

Percentage disburssssnt:
66,2/ IDa
3L Sweden

IDA Cradit: §10.0 oo normal IDL terms. om project possibdlities. ewrrency from its own resowrces.
{tm &‘?k‘ 129 KE W Bepublic of l-l.'!n_’ o Jweden: §3.6 (untisd) on norsal IDi terms. Uocummtation same as for [id Credit 106 FAK excapt far

Septasber 26, 1968

Rl.h
8 bl

104 Credit: §3.5 on mormal IDd
Larme

'uf jr!.m firancing md
sing Bemk/IDA appraiszal services,

but within the fremework of Bemk/
Swedigh exchanges on project
possibiliting.

Covernmmt of Kmya: Proceeds of Credits to be
relant to the igrimlitwral Finance Corporstion

(AFC) in local currency for 18 yre. including
5 ®. grace st ) percet intersst plus §3.6
from its owm resources.

AFC: Proceeds of all loana to be relsnt to
participating ranch enterprises for 12 years,
including b wr. grace at & minimua Py percent
interest.

Ranchirg snterprisss: 0.0 1n local currescy
for their own rescurces.

a)

b)

procurment of aquipment and supplies from procesds
of Credits to o Lhrough

the competitive siluation mpplirrs Lo Kenyd.
The Borrower wus 'o utilize its sormal sompetiylve
blddig procedurss
to be (inanced umi«r the project.)

Hand. Jevelopemi.

logg~term lownw und working capital 104
technical servi.es L
Livestoch moveman t La
Hangw aurvey and “evel opeant Lua
Angiliiary technical sorvices 1o

el

rommear:lal channels.
(The Covernment agreed to motify lin of any hang=s in

for allocating civil works contracis

‘A



[N EICRANGE OOMPONENT
BANK/IDM - LOAN/CREDIT

BORROWER
HIARAN TOR
ORIGIN OF JOINT FINANCING

« 11 -

Millicna of US$ equivalent

JOINT LOAN TERMS AND CONDITIONS
ANT) OTHER FINANCING ARRANGEMENTS

SPECIAL PROVISIONMS IN LOAM/CREDIT
DOCUMENTATT O
INTER-A0ENCY ACREZMENTS

THRD Loan
Tondsle Water Supply Project

Negotistions completed, but no
formal agresssnt on terms.

$33.2
$17.1

Proposed IBRD Loan: $15.0
For 25 yrs. including 9 yr.
grace at Sy percent intarest.

Societé Netlonals d'Exploitation st
de Metribetion des Esur [S0ONEDR)

Quarantor: Republic of Tunisis

The Goverrment of Tunisia approached
the Jovermment of Sweden and the Bank
a3 sarly as 1966 with a request for
local and forelgn currency financing
for a major water developmsnt program.

Sveden: Proposed $5.0 (untied) on IDk terms.

Sweden would lend directly to the Republic of
Tunisia for on-lending to SONEDE on IDA terms.

SOMEDE: To provide balance of local cuwrrency
axpandi twrer $13.7

Documsntation (draft) sams as for IDd Credit 106 PAK

axcept:

a) procuremsnt on the basls of intarnational competli-
tive bidding with 15% prefersace for locally pro-
duced goods, or an amount squal to the sctual cus-
toms duties pald, whichever is lower;

b) Percentage disbursessnt:

158 IBRD
258 Sweden

Froposed [Di Credit and IERD Loan
Tansania Second Highway Project

(Tyayi-Mo stciion of Tan-
Zam Righway

Corrently mder consideration.
.o

.8

Financing still under consider-
ation, bot project cppeare suitable
for mxternal financing wp to BOE of
total comt, i.e., $30.0. Due to
IDb replenishesnt problems, proposesd
IDk credit limited to $8.0 with Bank
loan of $7.0,

Republie of Tansanis

Sweden expressed "keen interest in
participating in financing this pro-
Ject jointly with IDA" during the
normsl exchangss of Bank/Sweden pro-
Ject possibilities as sarly as March
1968, and before the replenishmmt
problem becams acute, but due Lo this
problem IDd also sought additional
foreign and local currency financing.

Sweden: Proposed $7.5 (ontied) on IDA terms,
plus a "supplessntary interism contribution™ of
m to §7.5 subject to IDA Executive Directors'
approval in principle of ID4 refinancing Swedish
supplemsntary cradit to Tensania if and when I
replenishment is schieved.

Government of Tansania: $80,

Mo documentation yet available, but likely to follow
normal procedures noted in IDd Credit 106 FAK .

Executive Directors approved in primciple of propesal for
refimncing which will be requested in the President's

Report.

Propemed TBRD Loan
Ethiopis Fourth Telecossunications
Project

feady for Losn Committee
cons ider ation

£5.0
5.0

Proposed IBRD Loan: $L.5
| yre. including L yrs.
at By percent interesi,

Isperial Board of Telecomsunications
of Ethiopia (1BTE)

Ouarantor: Espire of Fthiopla

Jolmt financing result of requast of
Oovemment and sxpressed imterest
by Sweden during normal dlscussions
with ID& on project posaibilities,

Sweden: Propossd Credit of 3L.5 far 25 yra.
including 10 yr. grace at 2 percent intereat.
(Untied)

TBTE: 32.8L from proceeds of Bank Loan LLL ET,
plus belance of [inancing required: $13.16,
including lecal currengy componeant of $9.0.

IBTE proposes to finance $1.1 of the $13.16
with a mpplier's cradit at 6.58 repaysbls
over 8 years with no grace period.

Documentation ot yet svailable.

Froject regresents & part of the sector program.

List of gooda will presumsbly idemtify paria of the program

to be included inm the project, for which the forelgn sxchange
componet would ba financed by Sweden, S0%, and the Bank, SO%.
The Bor rower preferred that the remsinder of the project sheuld
not be subject to internationsl competitive blddirg in ordar

to save tims ad to benefit from standardization.




FOREIGH ELCHANGE COMPOWENT
BANK/TDA - LGAN/CREDIT

(w11)

‘BORROWER
GUARANTOR
ORICIK OF JOINT FINANCING

JOINT LOAN TERMS AND CONDITIONS
AND OTHAH FINANCING ARRANGEMENTS

1/
IBRD/IDA JOINT FINANCINO OPERATTONS WITH THE UNITED KINGDOM AND ITS LENDING AOENCIES™

(Milliona '3 equivalent)

SPECTAL PROVISTHHS TN iuk, TREDT
DOCIMENTAT TN

INTER=AGFNCY AGREEMENT.

HETHCD OF PR CUREMENT

IBRD Loen 115 AN
Xariba Project

June 21, 1956

Total Cost of antire Kariba

Program: $122.0

Total Cost (Bank Project: Dem,

Original Borrower: Federal Power
Board (FPB).

Cuarantor: The United Kirgdom untll
196k, the Federation of Rbodesix and
Nyasaland.

Borrower undsr the Loan Assusption
Agreement dasted December 30, 1963:
the Central African Power
Corparation (CAPC).

Power plant, transeission lines)

3226.0

Forelgn axchange componsnt not
specifind, but Bank Loan to be

After 1st Japuary 1964 additonal
FUAFSNLOrs:

The Tarritory of Borthern Rhodesis;
The Colony of Southern Rhodesls;

used for financing only forelgn

axchangs coats.

IBRD Loan: $80,0 for 25 yra.,
including 6 yr, grace at S par-

cant lntsrest,

Joint financing s result of reguesta
by the U.X. and the OJovernment of
the Federation for sssistance in
financing the project.

4DC: 82,7 fwitied) for 4! yra. for each tranche,
dating from March 25 of the year the installsant
wan advanced, Lncluding o yr. grace at interest
rates avaraging 7 percent per annum.

COFC: F8.L ‘untied) for 25 yrs., includlog & yr.
grace at £ parvent intermat.

Various Topper Mining Intarests: $56.0 to the
Goverrmant for 28 yrs., including 1 yr. grace
ut L% percent interest.

British Scuth Africa Company [DSA): 811.2 to the
Government in four tranches for 20 yra. from date
each tranche (with no grase period] wae received
by the 7B {2APT) at § percent {nterest,

Tww private banka: Barklay's Y.0.0h and Standard
Bark of South Africa: 35.6 sazh to Govermment for
25 yra., Ilncluding 5 yr. grace at 5 percent in-
terest with grace period beginning from time last
installmant of each loan paid out Lndiwidual ly.

Bovernment contritetl on: $12.3 for approsimately
20 yre. with varying grace perleds from O to 2
¥Ta. a* oan average of § percent interest. Jevern-
ment on-lent ta FPB proceeds of loans from the
copper lnterests, the B34, thu private banks and
its ovm contributlon on the same terms it re=
celved, except thut in the case of the loan from
the copper lnterasts, repayment Crom FIN fncleded
B 5 yr. grace period.

Aalance of 5L.% was to be obtalned from intermal
cask genaratlan,

Sormal, separate !om documentetion potkgen Hasw -ra
Borrowar/fuarantom and betwsan DorTower and o
lendera. Bank Losh dkreement was maste
all ether [lhancing arragfaments.

No Memorandum i Understandiige brbweon "ne bam and
co=londers,

T4want Assumpllon dgreement 5 fween Lhe MARF | the 0 Wt

tha U.K. whizh:

&) recognized the treasler of abligations w. the F' 4 wader
the lown Apresment o Li.6, to the APy

B} provided for the amiitian of the bwo sew ‘uarant

' adied cross-conditionz of defmult for the Tuw witoe
Agrer Tt .

Proruresnit, waa con the tuels af inf armals nal aompeti'. v
blddlng.

Sark procurement amd dlshursemcnt agalns! waparate im
geods for the fopely exchange msts ol goo-ts -l oaw. -
for the Hank prolecr,

Mabursoment of «
Taspellue jiroraedi

s otumeeiztary ol vowed

e i wwWn

IBRD Loan 210 MA

Camarcn Highland Project

Saptember 22, 1958

$51.2
$35.6

TBRD loan: $35.6 for 25 ¥yre.,
including 5 yr. grace at 5.3/L
1

Central Electricity Board (CEH) of
the Fedsration of Malaysia.

Guarantor: Fedsration of Malaysla.

Joint financing a result of Jovern-
ment request for assistance in fi-
nancing the forelgn exchange coogpo-
nant of the project snd normal CDZ
end COFC operstiona in Malaysis,

parcent interest, for Stage
of Camsron Highlands Schems.

Colonial Development Finance Company, Lid. :
31.4 for 20 yrs., including 10 yr. grace at
6.1/ percent intarest.

Government Losns to CEB: $12.7 for LD yra, at 5%
percent Intereat, Ho grace period.

CER zontribution from eamings: §1.5

Hank required that CER make lirm arrangements for

financing capital works of progrsm not Ln project

bafors negotistions were 1o bagin. Subseguently,

with Bank represantatives pressnt, ZER/COC/CDFT

agroed in Tondon in 1958

a} that 007 would release immedlately the charges
it had on the assets of CEB to secure out-
standlng debentures due in 1960 and 1963
totalling $19.82 in h for a 7
Guarantes andj)

%) that O would meke a fresh loen to OB upon
the CFR redssming the debentures, in the seme
amount over 25 years at &% percent interest,

Normal, separate loan decumentation netween ek and
Barrower/Duarantor, between IOPC and Borrows: o Detase .
C and Rorrower/uumirantor, ineiud ng sross-=anaitis s
af effectivenrss ad d=faslt.

No Memorendum of ‘irlerstanding, but close couperative
with COFT md CDW thronghoul fegotiation and admisiet-a-
tion of project.

Hormal Bank procursment and di soursemsnt procssdures s
& separate list of goods far nrelygn exchange cost=
Stage 1 of Tameron Highlands Friject.

Procurement and disbursessot
thalr own procedores,

ol co=lenders a-coritng "3

IBRL Loan 363 KE

Lands Settlament and Development

Frojeact.

Novertar 29, 1951

g%g;u\_n Project (1961)
2]

384

IBRD Loan (1961)r $8.L for 20 yrs.
including L yr. grsce at various
interast rates to he notified to
the Borrower as loan drawn down.

Revised Project (1
L6

Initial Borrowsr: Colony and Pro=
tectorate of Kemya.

Ouarantor: Undted Kingdom

Final Borrower under Supplemental
Agrosmant: Kanyas

Ouarantor: United Kingdom

Joint financing a result of re=
quest by the U.K. and the Govarn-
mant to the CDC and the Bark for
agaistance in financing the pro-
Ject.

TBAD Supplemental Agreement (196l)
to original Loan Agreemant:

cancellation: i;:ﬂ
Acta an: .5 for 17 yrs., inclu=-

ding L yr. grece
&t various intersst
Tates to be noti-
fisd to Borrower as
loan drasn down.

inal f: 1961

U.X. Exchequer Loan: 36.5 {untied} for 30 yrs.,
including 1 yr. grace at &b percent intarest.

AT ame nte

CDC Loan: #u.2 (untied) for 25 yrs., lncluding
§ yr. grace at an intearest rate between 7 and
8 percent.

CIMF Grant: §3.95

Overdraft by the Land Development and Settle-
ment Hosrd, the executlng agency, for 5050k,

Financing gap of $1.0 expected w be coversd
by farmers' repayments of loms,
Financ under ntal nt (1

U.K. Exchegquer Loan: 33.7 juntied) fer 30 yra.,
including 1 yr. grace at &% percent interest,

CDC Loan: 32.3 {untled) for 15 yrs., including
L yr. grece at an intereat rate between 7 and
B percent,

CIWF Orant: .37

Overdraft deleted with dissclution of Land
Devalopment Board.

Pinancing gap of $1.0 to pe provided by the
Govartment of Kenya.

Normal, separate loan lomumentation Detwaer The Hans and
Borrower, the ! ard Borrower, snd the WY spd farcowes,
incliuding cross—conditions of olfectivensss,

Supplemental Agreement Jdated Apri' ., lsiw Detweer fla
Bank, the Borrower and tne UK., provided fir the chatge

of Movernment in Yenys (formerly the Jolony «nd Protestorate
of Kenya) ard the change in prolect, and projecl coatd.
Under the jupplemental Agreement, the Bard contribut)
remalnad .4, even though only BlL.& was axpected L he
withdrawn under tne revised project. The ropelnlog b .7
was left for pessible Cinancing of edditdsnsl quallfyiog
sub=projerts, but was JubDsequently casecel.sd,

No Memorandum of "merotandang, but o Tase cooperalior
between co-lenders durity spprai sal, negotiotions and
sdminisiration of projant.

Procurement on the basls of Intematlenas _onpgebit jve
bidding where possible.  Oank procuremest .rd discurses
ment against a List of gooda for aub-prjecty  oin”ir
approved by the Bank and 02 'n the [ield se-tor of 'he
over-all program with disbursemenl on a percoentage Last.
66,2738 18D
33.1/7%  7Or

Remainder of prejest  reads, land purchases, bulldias,
financed by the Jovernment and long term 'oan fuads [from
. X,

1/ (Colontal)} Commonwsalth Development Corporstion (CDC); (Colonial) Commonwealth Development Finmnce Cospany, Ltd. (<DFC]; Colonial ievelopment and #elfa:

0.K, Export Credit Ouarantes Department. For convenience, operations invelving participation of British commercial barnks are included unler tnis heat:

Haped & CDAF by bxepeap e, and
2.




cien IF PROMECT

AGKREEMENT DATF

TOTAL GOST

PORETON FXCHANGE COMPONENT
RANK/TDA = LOAK CREDTT

o 41

TBRDATDA JOINT FINARCING PehATUMS WITH THE ULTT KTHODOW ANI TS LENDTNG AGH

ROl HOWER
GilaHANTUR
ORIGIN F JOTNT FINANCTNG

{Mi1l4ona "I equivalent}

JUVTNT LUOAN TERMS AND CONDITIONS
AKD OTHER FTNANU NG ARRANGEMENTS

WCIFSy

SPECTAL PROVISIONS TN LoOAN/CHFDT®
INGIMENT ATTON

INTER=AGENCY AGREFMENTS

METHOD F PROCURFEENT

IBRD Loan 135 °Y
Fower Project

Aprdl 17, 1963

0.0
$2.8

TBRD Loan: 321.0 for 20 yrs.,
tncluding 4 yr. grace st Sk
parcent inteareet, but subject
to cancellation depanding an
how much of 1K, Credit was
atilized. Cancellation
amounted to $5.732, due mainly
to readjustmant and savings on
profect.

Electricity Authority of Cypras
f Fac)

‘mumrantor:s Republie of Nyprus

Joint flnencing & resilt of Govern-
ment rMouest for assistvance in fi-
nancing part of the forelgn exchange
component of the project.

K, Export Uredli Ouarantee lrepartesnt: 35.6
Ttied}, for ?° yra., including § yr. grace,
however, U.K. Tinancing wes depemient on the
results of international competitive bidding
and on the rate of intrrest on .. funds
being leas than intereat on Fank Loan Funda.
Thus, only £0.54% was drawn down at about
5.5 percent interest,

EAC Contributiosn: $9.1, including locally
srranged loan for 3L.2 for 20 yrs., including
3 yr. grace st 6,3/8 percent interest.

Kormal, separate lomn documentation betwean the lank and
Borrower/arantor and batween the UK. md Berrower.

Ko nross-conditions of effectlveneas or defasli, bul ‘uoie
Lesn Agreement cffectiverssa contlngent upen Borrover
making arrangements astisfectory to the H3ank for financing
the remainder of the costs of project.

Ko Memorandum of Understanding between uhe Hank add the

Bank procurement and distursement sccordng to normal
procedures,

134 Credst 6L KE
Kenya Tea Development Froject

August 17, 1964

$8.96 (includes fleld mector and
factory sector)
$2.80L

TOA Credit: $2.8 on normal DA
terms, te finance both foreign
and local currency coets in the
fiald sector of the project.

Hepublic of Kenya

Jeint financing o result of Govern-
ment request for I0A aasistance in
Mnancing foreign and local costs
of second stage of tes development
project begun with the assistance
of CDC and Kreditanstalt fuer
Wiederaufbau {Ef¥) in the late
195018,

Ch: 32052, of which Bl.%6 for the First atage
of the project for 15 yra., including 10 yr.
grace at betwesn 7 and T percent, excert Lhat
the firat inatallment was to be repald over
15 yra., including 11 yr. grace; snd 30,56 for
second stage {(Hank project) for 16 yra., ln-
cluding B yr. groce at betwson 7 and Th pare
cent.

Commercial loans and equity caplial to Kenya
Tea Davelopment Autharity {KTDA), the Govern-
mant executing agency, for the factory sector
totalling: 31.3h. Commercilsl loans were for
18 yra., including 5 yr. grace at 8 parcent
internat.

Miscellancous Covernment Loans to XTDA: §0.85hL
total, of which $0.5% was from procesds of
German loan (KW to Goverrment for 15 yra.,
including S yr. grace at L percent intereat
and relent to KTDA over the same period, but
at 4.5/0 percent interest. 1In addition, the
Goverrment alsc relent the proceeds of the

IDA Credit to KTDA for 16 yra., including

B yr. grace at S% percemt interest.

KTDA centribution: 30.1LL

Kormal, meparate loan documentation betwean 104 ami
Borrower, CNC and Horrower and belwsen ¥IW and Bormwer,
including cross-conditions of effectiveness and defauli.

DA Agreemsnt alsc required as conditlon of effectivaness
n Subsidiary Loan Agreement betwman the COC/Borrowar and
ETDA, and normal Project Agreemenl betwsen JDA and FTOa.

No Memorandum of Understanding, but close cooperation and
exchange of information betwmen 'ending agencl es during
appraisal, nagotiatlons and adminiatration of project.

Procuremant on the basis of intemational competitiva
bidding whers posaibla.

TDA dlgbursement against notificatton of expenmes made it
field sector for foreign and local currency wxpenditure
with the following limitations (section 2,07 IDA Crodidl

Qgrtnm}:

a] withdrawals shall be limitad to the lesser of (1) that
portion of the excess of KTDA's payments over its
receipts in respect of the field sector of the Progran
which is not financed by CI¥ or (11) the equivelenti of
apecific smounts noted in section 2.03 through June 30,
1565583

b) no withdrawsls shall be made on account of expenditures
incurred prior to July 1, 138k4;

¢} no withdrawmls shall be made unless by the time of
such withdrawel XTDA has drawn & total of 30.L2C of
the loan from CDC referred to in Recital © of the [D4
Credit Agreement plus #0.112 of such loan for each
c;zleud three month period subsequent to June ¥,

1 .

IDA Credit 109 0O
Ugands Tes Orowers Corporstion
Project

September 15, 1967

Total Cost (entire tea development
program): $11.L, including fleld
and approximate cost of factory
sector

Total Cost (Bank rNJ&ct}t
.l (Field sector
21.? (forelgn exchange component)

ID& Credit: 33.L repayable on
noreel IDA terms.

.opublic of Uganda

Joint Tinancing a result of Covernment
request to CDC and Bank for additional

fimancing of Tea Development Frogram
long lines simijar to those in Kemym
?c.t, 104 cre

dit &4 KF). Bank appraisal

based on sarlisr study by CDC updated
by Bank mismmion.

Government contribution: 52.2 inclusive of small-

holders' contributlen and UTGC for 20 years.,
including & wr. grace st S percent imterest.
(20.8 balance of IDA rredit to be wed by

Govermment to pay for technical ataff it was to

provide to UTGC).

TDC: Loan to UTGC of 0.8l for 20 yrs. including 6 yr. gowoe
at 14 percent imterest for the first 7 years and spprox.

8 percent imerast thereafter. For the foctory socior
which is not Mnanced by I0A, CIC expressad willingness to
comtribute up to a maxiwum of 2.5 towards half ihe cost

of the factories a3 mnd when required, the other half
coming from the Covernment.

Loan documentation as for IDA Credit €L Kk, including crosa-
conditions of effectivenesa and default.

TTk dlobursemeni oy o 32.F mgalnat simultanecus noill Lcalion o 106 md CDC of espenses made in the field sector of project for forelgn und lecal
expanditure for amount equivalent to 75% of such amounts as shall have besn expended by UTGC less the revenues of UTGC duripg the period of sauwh
expenditures. CDC would simultaneously disburase 75% of net expemd itures of UTGC as computed above.

104 disbursement of up to X.Y8 in amounts equivalent to BOY of such amounts as ahall have been expended by the Oovernment on staff for Part B of Bank
project. (ef. section 2.03 IDA Credit Agreement and Schedule annesed theretn.)

IDA Credit 130 UG
Beef Ranching Development Preject

Nctobar 5, 1968

35.1
3.0

ID4 Credit: $3.0 on normal IhA
terma.

Republic of Uganda

Joint financing s resalt of Govern-
ment request for assietance in fi-
nancing project and Bank's efforts
to broaden the projsct to include
the commercial sector and addition-
al aources of financing,

Commercial Bmksg/: 30,948 loane to ranchers
and ranching enterprises directly for 10 to
17 yrm., incloding ! to L yr. grace at B to
By percent interest

Ranchers: 30.9L7

Goverrment contribution: $0.190 and on-lending
of 32.8 of IDA Credit procesds to UCR (Uganda
Commercisl Bank) for 10 to 12 yrs., including
3 to L yr. grace at 6 to 6% percent intereat,
Balance of $0.2 of IDA Credit to be retained
for technical assistance provided by Govern-
ment.

Normal, separate loan/cradit documentation, between [0
and Borrowsr and between the Uganda Commercial Barke (1020
and Borrowsr with Project Agreement and Subsidiary loan
Agreement. The Project Agresment provided fbr Admintat-a-
tion Agreementa betwmen the UCE and the Participating
Banks. (cf. mection 2.02{b})

Ho Memorandum of Understanding between IDA and the
Commercial Banka.

Procuremant on the basls of intcrmationsl competitive
bidding where possible; otherwise local purchasing on
competitive basls,

1DA disbursement on & parcentage basiz, i.e., "75 percent
of such amounts es shall have been disturaed by the U7
or by the Participating Banks under the ranch development
loans described in part A of Schedule Lo thia Agroement,”
and for “the r ble foreign hange coats of goods
required to carry out part B of the Froject." (cf, section
2.03 IDA Credit Agresment.)

olonial) Commonwealth Development Corporation (CDC); (Colonial) Commonwealth Development Finance Company, Ltd. (CDFC); Celonial Development snd Welfars Fand (CIMF)j Exchaquer, and

u.K. Export Credit Ouarsntee Departmsnt.

under the External Loana Act.

commercial banks which would act as its agants.

2/ These banks are at present Barclay's D.C.0., Mational snd Crindlay's Sank and Standard Bank Ltd., along With their respective development corporations.
were devised during negotistions when it was determined that the Covernmert could net on-lend the procesds of the IDA Credit to any financial institution that was not an “approved body”
Under the agreed arrangemsnt, UCH would lend directly to ranchers on ita own account and to ranchers and ranching enterprises through ether particlpeting

For convenience, operetions inwlving participation of Britisb commercial banks are included under this heading.

These financlng srrangements
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IBAD/IDA JOINT FINANCDNI OPERATIONS WITH n:mnmmmmmmmy

CUARANTOR
ORTOTN OF JOINT FIMANCING

{Millions USH equivalant)

JOINT LOAM TERMS AND CONDITTONS
ARRANG EMENT 3

AND OTHER FINANCING

SPECIAL PROVISIONS IN LOAN/CREDIT
DOCUNENTATTON

INTER=-AGENMCY ACREEMENTS
METHOD (iF PROCUREMENT

THRD Loan 563 4
Second Higinmy Project

Cetober 5, 1968
$17.0 (incinding $2.k
prior

already
br ) to Mareh 1,

#0.7

B Loan: §10.7 for 20
including 2 yr. grece at &y per-
cent intsrsst.

Republic of Zambia

::lt:t'!{awnludM!l
u“'.”ﬂtmlwd

UK. grant:

already sxpasded prior to March 1

$2.2 already sxpended.
Oovermment sontribution: 3.1, lﬂldl.u

» 1968,

Normal, geparate lom docussntstion betweean Bank wxl
Borrowar

Mo Memorsndum of Understanding.

Bormal Bank procuremant wlth disoursssent up
to 70 percant of project costs, representing tha esti-
mated foreign sxchmge componsnt. ‘“etroactive I

to February 1, 1968 was provided in the Loan Ag
(Section 2.03), except that no withdrawmls were W b-
made on account of initisl expenditures oo the projsct
amcunting to the squivalent of $2.32.

Tor sdditional jeint financing srrsngements with the U.K.
see also: "IBRD/IDA Joint Finsncing Opsrations witi Two
or More Co-landers,” loan/Credit g& PAK/&0 PAK) Loars
SLB PAX, 310 OH, X3 INT, 568 TU.

1/ (Colental

Comserwsalth Developmeny Carporation (CDC)) (m) Commormealth Develcpment Pinmce
U.K. Export Credit Ouarantes Department. For

ing participstion of British

y Ltd., (CDFC); Colontal Development and Wellare Pund (COWF); Exchequer, mul
gommarcial banks are included under this hesding.



TIPE OF PROJECT
DATE
TOTAL COST
FOREIGH EXCHANGE COMPOWENT
BAME /104 - LOAM/CREDIT

(vila)

BORR{WER
GUARANTOR
ORIGIN OF JOINT FINANCING

- 14 =

{Millijons US$ Equivalent)

JOINT LOAN TERM3 AND CONDITIONS
AND OTHER FINANCING ARRANDEMENTS

IBAD/1DA JOINT FINANCING OPSHATIONS WITH THE TNTER-AMERICAN DEVELOPMENT BANK

SPECIAL PROVISIOMS IN LOAN/CREDIT DOCUMENTATION
INTER-AGENCY AOREEMENTS
METHOD OF PROCUREMENT

IDAk Credit 1 HD
Wentarn Highway Bxtention

May 17, 1961

aL1.5
¢ 8.0

IDA Credit: $9.0 on normal
10A terwms.

Republic of Honduras

Borrower requestsd IDB help in
financing its share of the pro-
Joct costs undar ssparais arrange-
ments.

IDB Loan: $2.25 for 20 yre., including

L yra. grace at L parcent interest from
FsS0 rmurcuy with local currency ceil-
ing of $0.75,

Government contribution: $2.25.

Normal loan/credit documantation batwsen 1DA and Berrower
with cross-conditions of effectivensas and default.

Bank agreed informally thst Borrowsr could finmnce part
of itas shars of project costs through IDB loan befare tha
Bank sipgned its cradit.

Mo Mamorandum of Understanding. Arrangements for pro-
curemsnt, disbursement, stc., were worked out on an ad hoc
basis am the projact progressed.

Procursment on the basis of intesrnaticnal compaiitire bis-
ding.

Separate disburssmont directly %o conlractors by IDA/IDE
respactively; in foraign or local currancy as required.

IDA Credit €1 BO
BWDE Power Project

July 2k, 196k

$15.1
$11.1

1Dk Credit: $10.0 on nermal
IDA terwms.

Republic of Bolivia

Joint Finencing a result of Govern-
ment initiative taken to obtain
miditional local and forsign currency
finsncing to complement Bank comtri-
bution.

IDR Loan: $3.1 to Governmant with Eepress
Kacional de Klectricidad (EWDE) as axecu-
ting agency (ENDE repays principsl and
interest) for 25 yrs. including 5 yr. grace
at L percent intersst from PS50 resources
with a local currency ceiling of $0.4.

fMiovermment of Bolivia: 32.0

Original overall project divided three wxys:

(1) Bolivia Power Company project inanced
by IDA Credit 62B0 for $5.0 and Borrow-
or $2.7;

{11} [financing of meparate project with ID
loan of B4.L for LO yrs. including 10 yr.
grace at 3/l of 1 percent interest;

(111) ENDE project jointly financed by IDA/IDB
and Borrower.

Hovernment contributed proceeds of 1DA Cradit
to ENDE as equity contributien.

Mormal loan/eredit documsntation as in 1DA Credit 1 O,
with the following additionm:

1. Standard Bank/TDB Memorandum of Understanding bassd on
arrangements worked out for IDA Credit 1 A0 includedr
a) summary of [inancing arrangements and rdetalls of

common list of goods and sarvices;

b} agresmant to cooparate clomely in administrailion snd
supsrvision of the project, and tc sxchange lnforma-
tion periodically and consull on appropriate action,
especially in tha avent any condilion arises which
affects or threatsns to impede progress of tha pro-
Jmct;

<) agresmsnt to consult sach other befora taking any
maasura of common interest, especially in the axer-
cips of any rights under the soparate loan agrea-
ments; and, in event of difference of view about
what action is Lo be taken, agresment Lo use best
efforts to resch s sutually acceptsble resclution:

d) 1DB acceptanca of IDA loadership; including IDA re-
view of matters of common interest "with a view to
suggesting appropriate action in such matiers as
approval of consultants, award of contracts, md-use
inspaction® and othar matters, subject to the inda-
pendent right of oach lender to receive reparts,
inspact the project and make decisions;

#) procuremsnt end disbursement procedurss.

2. Procuramant was on the basia of internatlonal compati-
tive bidding.

3. Disbursemsnt was against a joint list of goods on tha
follewing parcentages:
765 IOA
248 IDB

Worth Road Project
Pebrusry 2, 1965

$2).6) including $0.4 for previcusly
$1L.0) completed enginesring studiss

1BAD Loant $6.0 for 25 yre., inclu-
ding & yre. grace at S psrcent in-
tarsat.

IDh Credit: $3.5 on normal 104
tarma.

Republic of Honduras

In view of Borrower's fiscal
aituation, the Bank consider-
ed sxtarnal financing of up
to BOK of total cost of tha
project justified, but was un-
willing to contributa the full
amount sand sought sdditional
local mnd foreign mxchange fi-
nancing fros IDB.

IDB Losn: $10.1 total, of which: $2.1 from

Ordi ital resources, for 25 yre., in-
:T\'i!nm“ T yre. grace at 6 psrcent interest.
$8.0 from FS0 resources for 25 yrs., inclu-
ding & yTa. grace at 6 percant interest, in-

cluding $0.6 for previous engineering studies.
Local currency ceiling was $2.4L

Government of Honduras: $L.0

Hormal lown/credit d tion and i Memorandum af
Understanding batwesn the Bank and IDB as in IDA Cradit 1 B,
axcapts

1. IDB insistance on including in its Loan Agreement certain
"Conditions Precedent to First Disbursement® which de-
laysd effectivensas of the Bank/IDA-Loan/Credit Agree-
ments. These conditions included submission to IDB by
the Government of plana for lmproving and modernizing the
highway cost sccounting systam, tha Flanning Unit of the
Ministry of Communications, and spacified items in the
highway progrss as well as proof of the allocation af
Govearrmsnt funds for highway maintenance, svidence of
prior scquirememtof rights of way for specific rouwd sec-
tions, exclusion of imports for the project from tazens
and duties, and & signed Msmorandum of Understanding bme-
tween the Bank/IDA and I1DB approved by the Borrowsr.
Some of thess conditions could have beon included as
covanants in the IDB loan agrsament, since they wera not
nacessary praconditiona for efficient technical exacutiern
of the projsct.

24 cial Provisiona in the Memorandum of Understanding:

ai omlsslon of sactlon acknowledging Bank leaderahip, and
insistance by IDB on equal responaibility for project
suparvision and administration;

b) provision for Bank tn cover any sxcess local currency
costs over the ceiling of $2.L, with further ngreament
that IDB would then cover foraign axchangs coat which
otherwise would have been pald by the Bank;

¢)] agraemsnt that sxpenses [or project supervision and
inspection stipulated under the I1DB Agresment would
be borne sntirsly by tha IDB and not subjlect to joint
financing.

Disbursement against & joint list of goods far the Bank/I1DR
in the following percentages:

L THAD/I0A

uog IDB

200 Govermesnt

1/ 1DB "ordinary capitsl® resources, until January 1, 1968, were available for procursment on the basis of unrestricted internationsl competitive bidding, sxcept that the use of the local

currency componsnt of the paid-in portion (thers is a "callsble™ portion as well) could bs limited, at the option of the contributor, to domestic procurement.
Until January 1, 1968, FSO resources were partially tled and partially untled, the portion of tied resources increasing with succemsive

and Mexico invoked their rights under this option.
By the end of 1967, the untisd portion was virtually axhaussd.

replenishments in local currency (particulsrly in the case of U.S5.

contributions).

In practice only Guatemala



ORIOIN OF JOINT FINANCING

SPECIAL PROVIAIONS TN LOAN/CREDIT DOCUMENTATION
TNTER-AGENCY ACREEMENTS
METHOD OF PROCORENENT

Santa Tsabel Project in Bolivia.
Undar tconsideration.

wao.7
$ 6.1

Proposed 1Dk Credit: B6.1

Bapublie of Balivie

In view of Il replenishmmt

IDA comtribetion re-
foreign sxchange

ocogt, and IDA sought additiomal
hnimﬂuul-.

int Finanei ]
ons in procurasent policy affective

Jmuary 1, 1968, which limits procurement to the
U.5., Latin Ammrics and specific contributing non-

comntries;

) IDB stipulation that it participats inm finaneing
;:l of foreign sxchange costs, sad only & part of

Al currency costs lesving & shortfall in local
cuwrrency for 1A to finance. Dus to scareity of
IDA rescurces and restrictions on local currency
financing, IDA found this difficult to doj

e) IDB desire to make separats and independent sppraisal
migsion which IDA belisves lmprastical;

d) IDB reluctance to be influsnced inm its landing opers-
tions by IDA performance criteria, sspecislly with
respect to quentions of overall fiscal policy and debt-
sarvicing problema.

Por sdditions]l Bamk/IDA joimt finmancing arrangements see: IMRD Loan 379 EC/IDA Credit 51 BC wnder "Joiat Financing with Two or Mors Co-ledders.=



PE OF PROJECT

AGREEMENT UATE

TOTAL COST

FOREIGN EXCHANOE COMPONENT
BMNE/IDA - LOAN/CREIIT

R

[ix) TBAIVIOA JOINT FINANCING OFERATIONS WITH THE
EUR coam Ty L7

BORRWER
GUARANTOR
ORIGIN OF JOINT FINANCING

OPEAN ECONCOMIC
(millions US$ equivalent)

JOINT LOAN TERM3 AND CONDITIONS
AKD OTHER FINANCING ARRANG EMENTS

SPECIAL PROVISIONS TN LOAN/CREINT

TUA Credit A9 MAU
foed Profect

December 2B, 1984

$lo.0
$7.0

IDA Credity $56.7 on normal IOA terms.

Islami- Republic aof Mauritania

Joint financing a result of Oovernment
Tequest for assistance to IDA for
ansistance in financing the project.
In view of acute fiscal situation and
need for almost 100% financing. Bani/

Oovernsent sought participation by FED.

Engineering studies were complated by
French technical assistance.

FED1  $3.22 grant.

Oovernment Contribution: $0.08

Normal documentation between TON and Borrower, and sepsrate
documentation between FED and Borrower, inciuding cross-
conditiona of effectiveness and defsult.

Administration Agreemsnt betwesn IDW, Borrowsr andg FED

which provided for:

a) methods and procadures of procuremsnt to be dstermined
by the Borrower, FED snd Associatisn, {2.02), with
modification thereof to be made by the Borrowar and the
Asscciation with the concurrence of FED (2.04);

b} the withdrewal from funds provided in the [DA and FED

sgreements to be made on application of the Borruwer

(for reimbursement) to the Associatlom, which would

apportlon the amount so requested;

approval of disburssment under the IDA credit to be

notified to FED, which would then disburse its portion

acrording to its own Agresmemt;

d) each lendsr to retain its independent rights of declsiorn

c

and action under its respective Agreemesnt, but the lemdars

agreed to close collaboration in metters relating to the
azecution, sdministration and supsrvision of the oroject:

1A leadership was recognized by FEL.

TDA procuremsnt was on the beais of internaticnal competitive bidding where possible, with FED funde restricted to procurssent in the EEC countries.

Brnk digbursement was for 100% of final design and englnesring costs, with disibursesent for costs of road construction on a parcentags bamis:

658 10A
35% FED

The IDk Credit Agrsement smended Credit Rsgulstion 1, dated Juns 1, 1961, section .01, such that the procesds of the Credit shall be withdrewn from the Credit Account "on account of
sxpenditures in currency of the Barrower or for goods produced in {(including services supplied from) the territoriss of the Borrower, in such currsncy or currsncies as the Association
shall from time Lo time reasonably select®. Section 1.01 IDA Agreement.

1A Credit 74 50
Rosd Project

Merch 29, 1965

$1L.2 (revised to $17.0 ir i968)
$11.1 (revised to $13.0 in 1968}

The Credit: $6.2 on normal IDA
terss, plus
Supplementary Credit
123 30 dated Juna 26,
19%7 to cover increased
costs af project, for
£.2

[BRD Loan L%0 CM
oA Credit 100 CM
Flantation Froject

March 28, 1967

Total 1967-Th Pro; Conta:

.41 Ine. 0 Tor
equiment after 1974 necessary
to bring ismature arses inio
production.

Barnk, Project Total Cost:

81'-:‘.7 (foreign mxchange
component)

TBRD Loan: $7.0 for X yre.,

ne ng 8 yr. grace st &
parcent intersst. Disburss-
ment of Loan to begin only after
Iw Credit Mully disbursed.

D4 Credit: $11.0 on normsl IDA
Larms.

Republic of Somalia

Joint financing & result of Qovernsant
request for assistan-e to ID& and in
view of fiseal situation and nesd for
almost 100% financing, IDR'e LInterest
in associsting other co-lenders in
financing.

Borrowers:

IBRD Loan: Camercon Development
Corporation {CAMDEV)

IDA Credit: Federal Republic of
Camaroon

Ouarantor: (IBRD Loan) Federal
Republle of Cameroon

Joint financing a result of Bank
intersst in coordinating admin-
istration of two ssparate CAMIEV
projects for which the Governmant
had asked assistance in financing
from the Bank/Ilk and EEC respec-
tivaly.

FED grant: #5.15 plus $0.3 in technical
masl

stance.

UN Spacial Pund granty $2.15

Oovernment contritution: $0.7 (original)
Government contribution: $0.5 (Supplementary
Credit)

EEC Loan (with EIF acting &8 agent for

EEC}: $6.4 for 22 yra., including 10 yr.

grace at 2 parcent intersst to the
Oovernmant.

CAMDEV contribution: $0.6
Joint agresment that previous loan of

$2.8 from Commorwealth Development
Corporation (CDC) to CAMDEV will rank

m&%y_glnm IBRD end EEC Loans,
i.e., Tor 18 yre. including ) yr. grace
at 7‘[ parcent intarsst.

Documentation as Tor IDL Credit 6% MAU, except that:
01} FED financed 100% of final design and engineering costs;
b} FED [inenced 100% of cost of mintenance eguipment and
BMghway Depsriment Offices;
c) UNIP financed technicsl assistance;
d) Percentage disbursemsnt on road construction was
22.5% FED
T7.5% 104

Under Supplemental Credit, IDA was to meet for B2 of the
cost overrun of road construction.

NWormal, separate loan documentation betwsen Bank/IDA and
Borrower, between EEC and Borrowar, and between CDC and
Borrowar, including cross-conditions of effectiveness
and default.

Management agreemani betwsan CDC and CAMDEY.

Memorandum of Underatanding bstwean the Bank/TDA and COC

regarding:

a}  sxzchange of mro%unn relating to demands for repay-
ment on any part o ir respective loans, the taking
of any step to enforce any guarantes of thelr reapective
loans, prior consultation and approval of any proposed
legislation affecting CAMDEV;

b} or somert relating to CAMDEV's incurring any new
Eét. creating any mortgage or lisn, or payment to the
Oovernment {except taxes or rent) or to the Federated
State of West Camaroon;

e} consultstion with COC relating to managemant of CAMDEV,

any action which might or would result in suspenalon
or cancallation of the loan/credit;

d} CDC agresment to consult with Bank/TDA relating te ter-
mination or amendment of its loan agresment, terminatisn
of Managemsnt Agreesent with CAMDEV, surrender of any
right to be represented on CAMDEV Board during contin-
usnce of Hanagessnt Agreement,

Memorandus of Understanding between Bank/IDA/EEC and ETB
{acting as agent of EEC) regarding: coordination, exchange
of information, consultation and mutual consent as in Memo-
randun of Understanding between Bank/[DA and CDC, plus
agresment to exchange informstion with reapsct to disburse-
mants made against individual loan accounta at least every
six months,

Normal Bank procursment and disbursement procedurss against
separate list of goods,

1/ Fonda Boropéen de Développement.

See also Ivory Coast 01l Palm and Coconut Project undsr *[BAD/IDA Joint Financing Operations with two or mors co-lenders®,




(=) IBRD/IA JOINT FINANCING OPERATIONS WITH THE SURCPEAN INVESTMENT BANX

=18 -

(Millicns US§ equivalent)

TIPE OF PROJECT
DATE SPECIAL PROVISIOMS (N LOAN/CREDIT
TOTAL COAT BORROWER DOCUMENTAT [ 0N
FORETON EICRANGE COMPONENT GIARANTOR JODIT LOAN TERME AND CONDTTIONS DNTER-AJDICY AGREDMENTS
RAN/IDA - ORTODN OF JOINT FIMANCING AND OTHER FINANCIMO ARRANGEMENTS METHOD OF PO CUREMENT
IBRD Loan 224 IT Cassa pur i1 Messogiorno (Cassa) EIB Loam: $20.0 for 20 yre., including Normal, separate documsotation betwesn Ssnk end Borrowers
i t L yr. grace at 5.5/8 parcent interest. Ousrantor and betwsen EIB and Borrower, im:loding cross
Projecta - 195% Ouarsntor: Republic of Italy conditions of effecii veness wxd default.
Public iesus: $30.0 of whioh: $20.0

April 31, 1959 Joint finsncing was acoepted by the through Morgan Stamley snd Company with Morgan Stanley and Co. walved umwal req'r ont of
mHi .)lﬂ.: visw oft Gt o a-e-tm mmumﬁmm oy stmltansous effectivensss of thair | i with [BED/RIB . usnc

.0 (approximately) . in and Bsusd bomds bafore the Banx and LIB Loans.

fareign cpe its firet investmsnt (E1D was 15 yrs
IBRD Loan 0 for 20 yrs. Juat in the noomwmsmqm:. Mo Memorsndum of Understanding bstween Bank ard WIB, bt
l.unhﬂu‘k?;- grace ltmd}i same froject hs, and in associstion of which: $5.0 ia L. WL closs coopsretion with E1B and detailsd exchangs of Istters

t ks with the Bamk. maturing in 4 yre. and $5.0 in i.m betwean [BRD/LIB

percest bobds mataring in 5 yre.
Cassa to provide balance of $20.0

1B apd EIB losns wers mde concurrently
with the off ering of a $30 million bond ismie
by the Casss per i1 Messogiorno to assure
succees of lsoue om New York market. Procesed

t pariod al, Lutian,
apd adeinisiration pm_bctr AT A =

Prociressn i for IRED/EIB on tha besis of intemational
competitive bidding.

Disbursemsnt agslmet a common list of goods upon spplicatd
for reisbursemnt from te Borrower to the L8KD emd EIB

of issus were to be used for the geeral
developmmt program of tim Cassa.

dually. Disbursessnit on a parcentage basis:

Marcure Power Project: 354 LB&D
35K KIB
Simcat Imjustrisl prejsct: 278 LIERD
218 EB
telene ladustrial Progect: 278 IO
F kI

8D Loan LBO COB Compagnie des Potasees du Cango

Potash Froject (cec)
Jumary 9, 1967 Ouarantors: anhu.: of the Congo
(Brassavills) sod Sharsholders.
m Joint financing a resuit of Bank
htunmm interest in broadsr participation
foreige exchange codts. of foreign intarests in the fiasn-

oing of the project.
D Loant mo mu\%n..

t.

EIB Loan: $9.0 for 1T yre., incleding
b yr. grace st 7 parcent intersst.

Shareholdere $26.7 A
with repsymsnt met ©o» start w
Jmuary 1, 1977, or after repay-
ment of BNF Losm, whichewer is later,
at 6.3/L percsat isterest.

Sharebolders eapital: $10.1

Bangue Matisnale de Paris (B0F): §5.0
for 10 yre., inclwding 5 yr. grace at
7 parcent intarsst. Obtalned under

Separate arrangesan
and not calling for any particular co-
ordisstion with reopeet to the project.

lent

Normal loan docuseniation betwsen Bank and Borrowsr aod

between EIE and Borrower including cross-conditions of

of factivensss and defsult, except:

1. that in event CPC becomes highly profitable, Bank 'ITH
agresments include an sccelerated repaysmnt clauae,
which statas thst untll the ssounts outatanding om uhe
Bank Loan in total and For each saturity, shell hy
been reduced to the smounts dus on the EIR loan, i
such accelarated repayments would be solely appits
the Bank loan, snd thereafter on an equal basis ic

HRD;

2. BB required Sharaholders' Ouarantes t to be
wnconditional, while Bank subjected lts Sharsholders'
Ouarsntes Agreoment to a "force majeure” clsuse, the
svente of "force majeurs” suspanding or terminsting
the sharsholdsr guarantors' obligation. Thess svents
would be events of default and therelors sugage the
responsibility of the Republic of Congo under the Dovers
mant's Ouarantes Agressent. Tha EIB was nol pariy Lo
& Ouarantee Agreesent with the Qovernment.

Memorandum of Agressent between [BRD and ETB dream op with
the purpose of "receiving from the othar, authmrity e de-
vota lts attention to the supsrvislon, sdministration and
inspection of & specific portion of the project lo gemsrai.
EIB was dalegsted suparvision of port and transport igvest.
mant; [BRD, mining lnvestsents "both under ground and n
the surface &s alsoc ln the matter of sny other Lovestaanta
that did not forwm part of thoss balonging to the sphers of
competance of EIB."

Each institution was to:

8) exercise supervislon vver Ity sphore of compstance sl
mgeting both For its own account and on Dehall of s
other lnstitution, shall sbide by the arrangements wjwe.-
Fied for the carrying lnto effect® both Joan sgrases iis:

b) “receiva and vxssine sppllcations for disbarsessn! w.)
forward to the other inatitution all informetlon “oawer -
Lng the carrying out of lts portion of the Jishurfessrt

€} inform the other institution with respect Lo executyiw
of the project, results of visits paid to sites, lnat.]
tiona and works;

dj exchange views with the object of "schleving the ln4s
collaborstion possible® and coordinsts Lheir requesic [
information from the Borrower, "whether these relate o
himself or to the project;®

a) inform sach other of any event which will hamper or ‘»psJa
the project;

f) comsult one another with respect to acy amsndments Lo
agreemants, project spacifications, stc., Pwlin tie -
of finding & suitabie solution by their jount effurts

g) consult one miother regarding any msasures to be faken
with respect to accelarated repayment, disbursssent, -a
cellation, suspensalion; or sale or tranafer of snares [
the Borrower;

h) cbnsult one snother "before tneir consent Lo any reque
that the Borrower may put forward witaln the framesork =7
sections of both Loar Agreesents relating to addizionsl
projects, incurring additional debt, accelerated :
mant, creatlon of any subsidiary or prepaysenti of

Procurement was on the basis of intarnationa! competit sm
bidding for TBRD and EiB loan.

Disborssment was agelnst a cosmon list of guods in oropor Lo
to the contribution of aach lender, i.e., 10:3 for “Lie [RHD/
EIB respecilvely.

For rdditional m joint financing errengesste with EIB ses alsc wnder “IBRD/IDE Joeint Floencing Operations with Two or Mors Co-Tsnders® S68TU.
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{zzt IEAD IDA JuINT FINANCIMG OTERATIONS WITH TWD OR WORE O0-1ENTERS
{Millions 033 squivalent]

; HIX SPECTAL PROVISIONS IN LODAN ‘CREDIT
.JTAL COST BORROWER DOCTIMENTATION
FOREIGN EXTHANGE COMPONENT QUARANTOR JOTNT LOAN TERMS AND CONDITIONS INTER-AGENCY AGREEMENTS
BANE ‘IDA - LOAN ‘CREDTT ORTOIN OF JOINT FINANCTHG AND OTHER FINANCTNG ARAANJEMENTS METHOD UF PROCUREMENT
THRD 1eikn 255 PAK Islamic Republic of Pakistan Grant Punds: Normal Rank Loan documentation betwesn the Bank and Borrow.-
Indus Basin Project 1960 1 {3upplemental) except far reference to the [ndus Hasin Development Pund
doint financing an outcoms of: €] .qul%ﬁlfl Agreement for:
Sertember 19, 1960 al settlament of the complicated Australis 15.6 11.2 a] use of the procesds of the loan and the method of pro-
dispute over the waters of the Canada 230 15.6 corament und disbursement;
Ik Credit 60 PAX Indus River betwsen India and Germany 3.0 2.0 b} certain conditions of effectiveness and Jdefault.
Indus Basin Project Pakistan; New Zealand 2.8 1.L
b}  Jloint collsboration with the United Kingdon S84 7.1 IOA Credit (196L) documentation normal except for relarance
July 21, 1364 Paicistan Corsortium. U,5.4, 1717.0 C18.6 to the Indas Basin Development Pund Agreement and *he Indu<
Baain Devslopment Pund (3upplemantai) Agreement (19264} for
Initial estimated total cost of Loans: {a) and (b) above.
project: i .
Initisl satimated foreign exchange U.5.A, DLF (1960) $70.0 repayable in rupees The IBDF Agreemsnt: Under the [BDF Apreemsnt and Lhe Supple-
coat: & over I yrs., including 10 yr. grace at ¥ mantal Agreament, the Bank was deaignated Adsinistrater aof
percent interest. The .54, was also to all rescurces. All of these resources are available far
Revised 196 sstimated total cost rontribute in grants and/or loans an equlv- procurament en the basis of International competitive butic, .
of pradert, excluding Tarbela) alent of $235.0 in rupees. Disbursement from the Fund i3 cercied out under normal Bank
Revised estimated foreign axchange procedures by the Administrator.
cost: $730 Texcluding Tarbels) U.3.A. ATD (1764) Supplemental Loan contri-
bution: $51.77 which "will be in the form of FPayment of contributions into the Fund: Except [or Paklala~
[BRD Loan: $90.0 of which $80.0 was the procesds of & U.5, dollar loan to Pakisian ﬁ New Zealand, who pald-in specific amounts as poted in ' r
for the project and $10.0 for Inter- an terme to be agreed beiween Paklstan and the Fund Agreement, payments are divided betwsen grants and io..s
@st and commitmsnt charges on the United States," {Sec. 2.0 Indus Basin Devel- in the ratio of & ta 35. Orant contributlons are apper-
loan.  Repaysble over JC yre., in- spment Fund (Supplamental Agreament.) tloned according to the following percentages:
cluding 10 yr. grace at intersst c.1x
Tates to be detsrmined as the losn Government of Pakistan: L3, 850,000 in sn (1360 Australia .1
1s drswn down. r.ontrl.bg.lm and kL0000 in pounds amng equiv, gmm 1'23:
to RT. 3l2.1 velv. Lig Thvg .
o4 Credit: $58.5L on normal IDA it bl e gupplm ::i'onont, the United Kingdom  19.20%
L, Government was to make al! rupee requiremants United States 5,188

available as the Administrater determines.
Loan contributions are apportioned betwsen the Bank/ID& ard

India, under The I[ndus Waters Treaty 1960 was the U,5. in the ratlo of te 70, or such other ratic ms tne
also required to pay into asin Bank and the .3, may agree. A1l paymenta are made nall-
Developmant Fund an amoumt of 2,060,000 yearly, except as noted for [ndla, above,

equivalent to £175.C in ten annual irstallments.
The Supplementsl Agrasment provided that the 1960 I3DF Apros-
mant remain affect; and that a "Study of the Water and
Powsr Resources of Weat Fakistan® be undertaken, and noted
further that if the study indicated the (Tarbela} project
feanible and justified, any balance of foreign exchange
available to the Indus Fund would be ufed to mest the
foraign exchange costa of the Tarbela Project (ef, [BRD loan

5L8 PAK).
| Loan SL8 PAK Islamic Republic of Pakistan Residusl amount from the Indus Basin Develop- Normal loan documentation except for reference to the
ola Froject mant Pund: $32L.0 (estimated) untied. Tarbela Development Pund Agresment for:
Joint Financing & result of a) use of the proceeds of the loan and the mathod of pro-
July 10, 1968 arrangements worked out within Canada: $ L.6 tied loan, intersst [rae, cursmant and disbursement;
the contaxt of the Indus Basin for 50 yrs., including b} cortain conditions of effectiveness and default.
3530 (approximate) project follewing the conclusien 10 yr. grace;
8492 (approximate) of studies carried out under the ; The Tarbela Dwtlo%nl Pund ag?mnr.: Tarbala Develcpma:!
TEDF 3upplemsntal Agreement, 1%6l. France: $30.L untied loan (terms not Agresment was drawn up on lines aimilar to the [ndur
{RRD Loan: $25.0 for 25 yre., (ef. IBRD Loan 266 PAK/IDA Credit available); Baain Development Fund Agreement, i.e., with the Bank as
including 10 yr. grace at an B0 FAK.) Administrator and contributor with procurement and disburas-
intersst rate current at the Ttaly: 240.7 untled loan (terms not ment sccording to normal Bank procedures, Signatories were
Lime of first withdrawal. available); Canadas, France, Italy, tha U,K., the U.3. and the Bank. {-:.

266 PAK/60 PAK.)
United Kingdom: $2L.0 tied lcan, intarest fres,

for 25 yre., including F t of Contributions into the Tarbela Fund: Tarbala
T yr. grace; Agresmmnt stated that the residual of the Indus Fund would

be transferred to the Tarbela Fund for yse as working capital,

U.5. Eximbank: $50.0 tied loan, & percent with contributions of tied aid (Canada, U.X., U.5.) being
intersat, for 1k yrs., paid to the Tarbela Fund on a relmbursement basis as evidence
including L yr. grace. of expenditurs in the lemding countriss concerned L3 provided

by the Borrower, Untled contributions would be drawn dewn
The U.3. Eximbank and tha Benk contributions are in the following manner:
"“residual finencing® to be utilized only il all 1. First, up to $100.0 of the Indus Fund balance would be
other funds are utllized as apsclfled under Art- uaed;
icle IV of the Tarbela Development Fund Agrssment. 2, Next, 31U0.0 disbursement divided equally between the
Indus Pund balance on the one hand, and France and lraly
on the othar hand, with the French and Itallan contri-
butions providing a total of S0 apportioned in the rati-
of J:h respectively;
3. Next, disbursesent of the last of the Indus Fund;
4. Finally, the Bank contributien would be drawn down.

IBAD Loan 310 OH The Volta River Authority. U.5.A. AID (tied): $27.0 of which $20.0 came Wermal separate losn docussntation betwsen Bank smd borTows:
Volta Project from funds available to AID from its prade- and bstween co-lsnders and barrower with cross-conditions nf
Ouarantor: The Republic of Ghana. cessor mgency, the OLF; $7.0 came from AID's default. Any default under concesalon agreemsnt also a
February 8, 1762 ovm development loan funda. default under Bank loan.
Joint [insncing resulted from aize Entire smount was for ¥ yre., including & yr.
$196.0 of project and extarnal financing grace at ¥g percont intereat. Memorandim of Understanding between ihe Benk and ALD;
$118.0 required, political intersst of standard except for the following:
U.3., following discussions between U.5. Eximbank (tied): $10.0 for 25 yra., inclu- a) to the sxtent AID furds were not utilized after the
TBRD Loan: Bu7.0 for 25 yre., Presidenta and historle intersat of ding 6 yr. grace at 5.3/L parcent intarest. alleceation of contracts on the basis of international
including & yrs. grace at U.X. in the country ss well as the competitive bidding, the AID would use these funis, up o
5.3/l percent interest. project, United Kingdom Export Credit snd Ouarantes the total of $27.0, for financing local currency
Department (tied): RL.0 for 25 yre., inclu- expandltures;
ding & yr. grace at various intersst rates. . b) recognicing the desirsbility of coordime ting thelr dis-
birsemen ta for the Project, AID and the Bank undartook
OGovernment contribution in local and foraign to revies together the Authority's proposed procursment
axchange: $98.0. plans far the sntire Project ... and to consult with

ench other concerning the portions of that procuremant
each w1l finance,

Procurssent was on the asis of international cospetitive bldding .

ireement by the Benk was for 1008 of the forelgn eachange costs of items far which the Bank was responsible am indicated on u Mestsr list of Ooods.

irawal from the loan sccount only permitted vhen the msount requested for wi thirawal, together with all previous withdrawals from theloan account, mnd all withdrawals from other external
lenders, totalled not mare than 508 of the agrregste amount therstofors sxpsnded on the Project (Section 2.07 Bank Losn Agresssnt). This was verified by a statement from the Borrower on 2
quarterly basis, and checked by Lhe Bank with the other lenders from time to tima.

DMabursement by joint lenders follawed their own procsdurs.




IBRD/IDA JOINT PINANCING OPBRATIONS WITH TWO OR MORE CO-LENOERS

(Millions US$ equivalent)

SPECIAL PROVISIONS DN LOAN CREDIT
DOCUMENTAT TON

INTER-AGENCY AQRERMENTS
METHOD OF PROCUREMENT

May 26, 1964 lender's policies and snsure sdequate
standards of sector investment plan-
$6).9 ping, project finsncing and general
r3 fiscsl performence.

IERD Loan: $5.0 repaysble over
.y 5 . Erace
at a-pn-m interest.

DA Credit: $8.0 repaysble on
normal IDA tarms.

limits specified.

funds, cos loan §2.7 signed 1, 196} sad
ona for $13.3 aigned g g

yre., including U% yrs. grace st
S.Wh p-':-t. M-nl with local currepcy
celling: $0.6.

Oovermment of Ecnsdor contribution: $24.9.

Memorandum of Understanding covering all lenders and Incor-
porating standard provisions of earlier individual sesr-
ands betwesn the Bank and AID, and betwesn the Bask wd IBF
(ef. "IBAD/TDA Joint ¥inancing Uperstioas with US DLF 4.0
and "IBRD/IDK Joint Financing Operations wifn [0B,")

rovis Memorandum of T ‘tand Lng
mitial agreamsnt on et t of Froject Hewolving
Fand (FRF),

b) agressent that U.3.4. &1D would provide up %o #3.} for
equipmmt of U.3. origin, but after lntermational com-
patitive bidding;

¢} further agrsemsnt that AfD would (inance part of foreigs
sxchange costa of engimeering in cass all §3.} was oot
utilized for equijment, in which cese the Bk wouid
flmance corresponding aguipsent costs.

Common investment and [inancing plan provided for the
allocation of certaln items to individual co-landers fur

100 percent [imancing of foreign sichangs costa and far juunt
firanoing of other itms ca the following percontage basis:
Stage I comstructiom: 45% TBRD

S5% Governmant

Stage IT construction: 1 [DA
L

75 8
276 U.3. AID
21% Oovernment
D Losn " Dems Authority (NDA) - xm,y: HS..I (M shrough Tnatituto di Mo M of Und di bat of informat}
Kainjd h-pf.itm o 1s Isprese di Publics Utilita between lenders was handled partly the wechan -
Ouarantor: Federal Republic of U:m}. u the Gevernment for 25 yra., the Consultative Oroup and partly by direct comtacta.
July T, 1964 Nigeris.

I axchangs ,
limiting ite tial contribu~
tion for sbout 608 of foreign

- -l’-."'
MM:&OMJS;! e s

cluding 5 yre. grace at
interest.

at LS percant
um&.unﬁuum«-o
m,wm-o interest was paysbls
to the Covernmsnt uatil Mov. 10, 1368,

0.5.4. ATD: 3140 (tisd) to the Covernment,
cut back in Msrch 197 (by sutaal t
with Borrower, {Qevt.) and Bank to $7.0.
For 0 yrs., lnslwding 10 yrs. grace at VL
of 1 parcent during the grace pericd and at
2 parcent thergafter. Ooverrment would re-
mummmm., including 10 yrs.
grace st S peroant intarest, Froceeds of
loan were restricted to 50% of sub-contracts
placed in the U.8.

througn Export Credit Ouar-
4.0 (tisd) for 26 yre.,
.'I.ulm:l.n. yve, gracs at 6-7.3/L peresmt

Frogesds of lom wers restricted
s rll;u-wm‘ SO8 of sub-contracts placed in
the U.E.

Netherlands: §5.5 (tisd) to the Government
for 25 yrs., inecluding 7 yre. graoe at
percent intersst with colending to NDA for
.25 yre., including 5 yrs. grace st Sh per-
' cant interest.

Government of Higeris: On-lending as noted
above, plus a losn for NDA equivalemt tor
$84.0 for 30 yrs,., beginning date of project
completion st i pareant imerest. Oovern-
mmt is to finance sdditional $20.0
of local costs of 1960 patimetes.

Canada: $1.68 ... Grant for technical sssis-
tance,

Procuremsant was on the basis of internstional cospetii...
bidding, with contracts allocated after the bidding.

Mstursemant followed the regular procedures of ssch Lender
with adaptation to the Borrower's situstion.

The supplementary loan s to mw a shartfall In foralgn

exchmpge vhich ms developed from

&) & rise Ln project costs, wwl.d with

b) the inability to utilise all the tisd funds avalisble
after competitive bidding was completed,




F FRCJBCT

munaonBNT DATE

TOTAL COST

FORETON BICHANGE (OMPONENT
BANK /IDM - LOAN/CREDIT

- 21 =

THRD IDA JOINT FINANCING OFERATIONS WITH TWO OR MORE CO-LENDERS
(Millions US3 equivalant)

BORRWER
QUARANTOR
ORIDIN OF JOINT FINANCING

JOINT LOAK TERMS AND CONDITIONS
AND OTHER FINANCING ARRANGEMENTS

SPECTAL PROVISIONS [N LOAN/CREDIT
DOCUMENTATION

INTER-AOENCY AQREEMENTI

METHDD OF PROCUREMENT

IBRD Loan 568 TU
Esban Transmission Lines Project

fctobar 31, 1968

To FProject

$1%0.0

Bank Project {transmission lines,

subatations and accessoriss)
$35.9

TERD Loan: $25.0C for 25 yra,,
including b yr. grace at 6-1,2
percent. interest.

Republic of Turkey

The ceillngs on tied offers from participating

co=lenders were:

Joint financing was result of Jovern=-
ment request to OECD Censortium for
Turkey for assistance in financing
the overall project and sub

formation of a 3yndicate of Lenders
under the Chairmanship of the World N
Bank. Due to restriction of bidding

to members of the Syndicate, the total
project was subdivided betwsen the
Syndicate members on the one hand, and a)
the Bank {IBRD) on the othar. Differ-
ences of opinicn betwean the Bank and

EIB on the method of exercising respon- b)
sibility for management of project led

to complete separation of projects,

with EIB primarily responsible for
supervision of the civll works and

powar station project, and with the

Rank retaining responsibility for sup-
ervision of the transmission lines
project, in accordance with its normal
procedures.

usA $40,0
France 10.0
¢ 20,0
Italy 10.0
ptn:] 30.0

The Syndicate agreed on the following finaneing
principles:

terms of lending to be not herder than 15
yra., including 5 yr. grace at L percent
intereat, except for the World Bank loan;
contrituticns frem each bilatersl lender
to be used for financing an inltlal 35.0
of local currency expenditures; and there-
after for (inancing the foreign exchange
cost of purchases in the respective con-
Lributing countries up to the cellings
specified. Any residual funds were to be
available for local expenditures up to one-
third of the amounts used for foreign ex-
change [inancing.

NKormal separste Bank loan documentation, imcluding cross-
conditions of default with cespect te arrangements made,
or to be made, for Syndicate financing.

loan Agreement provided that local currency withdrawale
shall not exceed the equivalent of 85 percent of the amounts
pald under contracta or the cot of gnods payable in lucal
currency, and the aggregate amount of withdrawals in loeal
curcency shall not excesd tn amount equivalent to one-third
of the amounts which the Borrower shall have withdrawn, or
on the baais of signed contracta can reasonably be expecte=d

.to withdraw, from the Loan Account in foreign sxchange.

Bank ﬂrncnru;m, and disburaement according to normal pro-
cedures against s separate list of goods.

No Memorandum of Understanding between the Syndicate and
the Bank, but Syndicate agreement on [inancing principles
Pro'ect provided ocpportunity for ETR to press for the
principle of co-mmagement of the project and for a 'nint
IBRD/EIB "3yndicate secretariat.” The Bank reparded both
{deas as impracticable,

@) EIB contribution to be uwsed to finance purchasss in EEC countriss, which, in the came of FEC member countries pertieipating in the Syndicate, would be on a 50 percent matching basis;

or otherwise 100 percentp

d) compstitive bidding to be restricted to participsting countriss ronsistent with arrangements with {b) and {c) sbove;
lending

o) World Bank participstion would carry standard
I) contingsncy reserves wers to be met a
g) an important agresmant provided that

terms and ba used for procurement on basis of full international competitive bidding)
side squivalent to 10 percent of foreign exchangs requirements of each contract;
the prime civil works contractors could finsnce purchasss of materials, equipment and services from amy and all of the participating countries
up to certain limits to be specified on the basis of the bld analymis of costa.

0.3, AID Loan: $40.0 (tied) was for b0 yr., including 10 yr. grace at 1 percent interest during the grace period and 24 percent thersafter from development loan rescurces.

France: $10.0 total, of which: 36.0 export eredit for 10 yr., with no grace period at & percent interest; and $4.0 French Treasury Loan for 15 yr. including 5 yr. grace at
1 percemt interest for the first five yr. and at 3 percent thereaftar.

Italy: $10.0 for 15 yr. at L percent intersst.

Orace pariod not kmown.

Oermary: $20.0 for 25 yr., including 7 yr. grace at 3 percent interest.

EIB; $30.0 for 30 yr. including 7 yr. grace at 3 percent interest.

The favorable terms of ETS lending result from use of

special fund (totalling $175.0) appropristed for the use of

Purbaw, g8 an Apsoclate Member of the EEC, and reaerved for flnancing of qualifying industrial projects at L% percent interset (at least 30 percent of the total must be used for this

+) and for financing qualifying infrastructure projects at 3 percent interest {up to 70 percent of the total

L funds sc lent. The special fund agreemsnt expires December 1, 1565,

Total eontriburions for Keban Dam Project:

Total eontributions for Bank Transmiesion Linas Project:
Muthority, when it comes into existence}.

Syndicate Co-lend

: $110.0; 0

+ 3265 (or more).

may be uaed for this purpose}. Hepmyment may take up to 30 yr.

Bank: $25.0; Oovernment: $10.9 with on-lending of Bank Loan, on same terms, to ETIBANK (or TEX, the Turkish Electric

ﬁﬁ- UNI'ND;Q Dam Project Due to increase in cost, inablility to utilize fully the U.5. and Oerman offers, and expsnditurss in France and Ttaly in excess of ceilings, profect cost
BT o usable funds.

Financing of the shortfall of funda not yet decided pending revision of cost astimates.

Fropoasd IBRD Loana for an
oil palm spd coconut project in
the Ivory Coast.

Under consideration.

$79.4 (total cost Bank project)
$17.0 (foreign mxchange cost of
Bank project)

IBRD Loans totalling $17.1 for
¢l years including & ysar grace
st 6-1/2 parcent intersst to the
follewing agencies in the amounts
specified:

$L.8 to PALMINDUSTRIE, for one
oll mill;

$7.0 to SODEPALM, for oil palm
snd coconut outgrowers and
cocanut plantations;

$3.1 to SODEPAIN, for oll palm
plantations.

Borrowars: Société pour le Développement
et 1'Exploltation du Palmisr

A Hulle (SODEPALM)

PALMINDUSTRIE, an associate
company of SODEFALM
Cuarantor: Republic of the Ivory Coast
KOTE: PALMIVOIRE will be natablished as a
management company to operate the
above property holding companies.
The thres companies will e linked
in an "Assocliation en Farticipation"
a prof iT-sharing partnership.
Joint financing a result of Oovernment
requeat to the Bank for assistance in
financing
(a) a modest expansion of an amblticus
on-going oll palm development
program (primarily financed by FED
grants] and & small program for
coconut developmemt, and
the sstablishment of the necessary
industrial processing facilities.
In view of the predominent role of FED
in plantaticon development, and the
role of EIB in the development of the
processing industry, the coopsration
of co-lenders in satablishing
satisfactory sectur orgenisation and
management became essential. The
Governmant requeat to CCCE was
origirally for assistance to the
Government in meeting the balance of
the financing needs.

(b

GCCE Loans: $5.f total for 21 yesars including
& years grace at L-1/2 percent intersst and
divided as follows: '

$1.7 to SOIEPAIM for oil palm plantations;
$L.1 to SODEPAIM for oil palm and coconut
cutgrowers.

Oovernment contribution: $3.7 to SODEPALM
for oil palm outgrowers &nd coconut programs.

Government and other shareholders: §1.4 to
PALMINDUSTRIE for one oll mill.

Cutgrowsra: $1.4 for oil palm and cocomut
programs.

Parallel project of 5 oil mills costing sbout
4.0 total to be financed by loans to
PALMINDUSTRIE by Caisse Centrale (CCCE) and
EIB in a folmt operation providing $3.0 and
$9.0 respectively, COCE at & percemt
repayable over 21 yoars including 6 years
grace, EIR at 6-7/8 parcent repayable over
15-1/2 years including L-1/2 years grace, and
with the balance to ba provided by
Government capital contributicns in cash and
kind, the Ivory Coast Calsse Autonome
dtAmortissement., foreign suppliers’ credits
and cash generalion.

Normal, separste loan documentation between the Bank and
Barrower, betwsen CCCE and Borrowsr, including cross-
conditions of effectiveness and default is envisaged.

Bank loan effectiveness also to depand on the effectiveness
of the joint CCCE/EIB loans for the parallel oil mill proje-t.
Bank will presumably require certein guarantees and
sssurances from PALMIVOIRE and its shareholders with regars
to the maintenance of the "Association en Participation”

{a form of joint venturs} between the executlng agencies af
the project, SODEFALM, PALMIVOIRE and PALMINDUSTRIE.

No Memorandum of Understanding between the Bank and
co-lenders, but all have agreed to coordinate their efforts,
and the Government has takeh great care to clesar the
progrem and project proposals with all potential scurces

of external finance,

Procurament for the Bank project is expected to be on the
banis of international competitive bidding .

Matursements of Bank loans would be against & common list
of goods for:

100% of the ceata of all imported items;

100% of the cash credits made to oll palm and cocomut
outgrovars;

1008 of the costs of land clesring, civil works, and
conmultancy contracts.

Joint distursement with CCCE for remainlng items, fleld
development and local costs, is expected to be on &
percentage basis yet to be determined between the Bank and
CCCE.
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(xii) IBRD/IDA JOINT FINANCING OPERATIONS INVOLVING EXPORT FINANCING
INSTITUT IONS

Introductory note

] [ %;%gin of joint financing. Following a series of exploratory discussiocnn hy
Bank st with officials of various govermments concerned with financing #ssi:t mce
to developing countries and with representatives of private financing institutious
during the course of 196l and 1965 agreement was reached on a mechanism through whion
private financing institutions, using bilateral export credits, could jcin with the
Bank to finance goods procured under international competitive bidding for projects
prepared and executed under the supervision of the Bank. The first pilot project was

a Mexican power sector project, costing $309 million, for which a Bank loan was made
in December 1965.

M For the first operation, agreement on arrangements for joint financing was
reached with five countries, namely Canada, France, Italy, Japan and Switzeriand.

These arrangements provided that contracts potentially subject to joint financing would
be awarded on the basis of cash prices (i.e, without taking account ¢f credit tsims),
and that the Bank would finance 2/3 and joint lenders 1/3 of the value of orders.
However, the actual terms of joint loans were left in large part to the individual
participating countries. In practice joint loans were at least 10 years from delivery
of the goods. There was no general agreement on what would be covered by these joans,
and participating governments appear to have applied certain restrictions on the nature
of the poods and the size of the orders, which they treated as eligible for joint
financing.

i Following the experience of the pilot project, discussions on joint finarcing
with govermments and private financing institutions were continued under the auspices
of an ad hoc group }/pconsisting of member countries of the Consultative Group for
Colombia and those interested in joint financing of projects in both Colombia and Mexico,
In October 1967, agreement was reached in principle on the joint financing of three
projects in Colombia (the Bogota Water Supply Project, the Bogota Third Power Expansion
Program, and the National Power Interconnection Project) and one project in Mexico

(the Second Power Sector Project). The choice of projects was based on the following
considerations: (a) external financing was required primarily for imported goods;

(b) the imported goods required were generally of a kind appropriate for lcng term
export credit financing; and (c) the countries and the borrowing enterprises were
creditworthy.

L, The following table shows the estimates of joint loans envisaged at the time
the amounts of the Bank loans were fixed:

Estimated US $ million equivalent

Total Foreign Bank Other
Cost Exchange Cost Loan Joint l.cans
Bogota Water Supply 35 17 1L §4 =)
Bogota Power Supply Lh 25 18 =, 0 g
Colombia Power Interconnection 2.96 21.4 18 = 2
Second Mexican Power Sector Project i 1}1 i ¢ AN
/First Mexican Power Sector Project 300 5 110 1>

1/ Belgium, Canada, France, Germany, Italy, Japan, Netherlands, Spain, JSwedcit,
United Kingdom, United States of America and Switzerland.

g/ Portions of the Bank loan may be cancelled should the joint financing formmla
result in larger financing by other joint lenders.
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% Jw participants in the October 16, discussions expressed the strong feelin#
tit there chould be the greatest possible degree of prior agreement on the terms -
i int financing operation before any effeclive action was talken to implement it and.
o0 the cost-sharing formula; both participating countries and the Bank emphasized that
weceplance of the formula should not be taken to imply a commitment to the formulz Loz
the Tuture.

. g n— L/
B - General formula for joint financing: The following provisions ol the memcrgn@um =
rec rdibE thae points agreed between the Dank and the Governments of countries participating

in the second meeting on Joint Financing, held in Paris, October 1967, are quoted verdbaiii:

"The {ormula for provision of external financing of imported goods required
for the project would be, in the case of contracts for the three Colombian
vrojects, U0 percent by the Bank and U0 percen: by the supplying countries
and, in the case of contracts for the Mexican project two-thirds by the

Bank and one-third by the supplying country. This formula would only apply
to individual orders for imported goods of a% least $200,00C aggregatinug for
cach individual project at least $1.0 million in any one supplying country."

"All countries with prospecis of obtaining significant contracts under the
above formila for a particular project would indicate their willingness te joi
in its financing as a pre-condition for proceeding with joint financing of tha
piro ject,

"The terms of maturity of joint loans would be a minimum of 10 years from
delivery of goods, with an appropriate grace period, in cases where maturivy
is ecalculated from the date of signature é;é opposed to the date of delivery/.
The interest rate and other charges would be no higher than the most Tfavorzsble
rate and charges which the country otherwise provided with respect to long-tern
eyport credits,"

"The goods to be imported for the project with financing provided under jsint
financing arrangements would be procured on the basis of international
competitive bidding and in accordance with practices usually followed for
Bank projects, without reference to credit iterms including interest rates and
amortization schedules."

| The Bank was to continue to finance 100,  of orders not =ligible for jcint
financing under the formula and also goods procured in countries not participating in
the joint financing agreement. Special difficulties arose in cobbaining jeint Tinsnhcing
fvr some cases of multi-national procurement. j7 These difficulties stemmed lrom the
award of large contracts to a prime contractor of one country who intended te Supply
goods and services originating not only in that country dut alsc in other countries..

1/ Disiributed to Executive Directors as attachment No- I to the President's Report
Recommendations (P-526) on a proposed loan for the third power expansion program in

Colembia (R6G3-72), May 16, 1768.

Tt iz understood that a number of Furopean countries have concluded reciprocal

agreements with each other under which the insurance of a major contracter for

capital goods could cover work sub-contracted to ancther country (a party tc the

agreement) up to a certain proportion of the value of the main contract. However.

this also depends on the type of financing provided, i.e. whether it is a credit

to the supplier or the buyer. HNot all of the major supplying countries participnic

in these reciprocal agreements.

-
VTRl Ld

3 o+
[}




-2 -

The joint financing arrangements of October 1967 did not provide for the allocation

of responsibility for providing credit in such cases. It has since emerged that the
export credit institutions of some countries are prohibited by their statutes from
providing credit in respect of goods procured outside the home country or of goods with
a significant import content. Some countries of sub-contractors are also reluctant

to provide credit in respect of sub-contracta where the prime contractcr is of uncther
country.

. 18 The role of the Bank: The Bank is responsible for establishing agreement in
principle with governments and private financial institutions on (a) the desirability
in principle of a joint financing arrangement of a particular country or countries;

(b) identification of projects considered suitable; (c) the general formula for joint
financing; and (d) the major issues involved. The Bank is also responsible for
appraisal of the project in accordance with its customary procedures and, in due course,
for the execution of a loan agreement to cover its share of the financing of imported
goods, in accordance with the agreed formula, as well as the finance of other items

in the project. Joint lenders are advised by the Bank from time to time on the progress
of its project appraisal, on the status of procurement and the award of contracts for
the projects concerned.

9. The Bank is responsible for ensuring adherence to Bank guidelines for Lhe
prequalification, bidding and award of contracts. In carrying out this role, supervising
the project and administering its own loan, the Bank necessarily provides an equivalent
gervice to joint lenders. The Bank is not responsible for the disbursement of joint
loans, However, at the request of three countries, arrangements have been made under

which certification of the Borrower's withdrawal application and accompanying document. T
as acceptable for Bank reimbursement is also accepted for disbursement under the joint
loans of the countries in question.

10. The Bank included in its loan agweement provisions: (a) requiring the Borrcwer
and the Guarantor to use their best efforts to secure other loans (under the joint
financing arrangements) for the project; (b) entitling the Bank to reduce its loan by
any amount in excess of the foreign exchamge amount of the project after taking into
account the joint arrangements made (in'the case of the Colombian projects); (c) permitting
adjustment within prescribed limits, of the amortization schedule of its loan to the
schedule of joint loans, once these are established, so that the total annual
amortization payments required of the Borrewer would be reascnably approximate tc those
. which the Borrower would have made if the entire amount had been provided by the Bank;
(d) providing for the Bank loan to become effective under certain conditions, in advance
of the effectiveness of joint loans if this were to be justified by the circumstances of
the case; (e) stipulating that prematuring of a joint loan because of a default by the
Borrower would be an event of default under the Bank loan.

i o Role of other lenders: The joint lenders agreed to enter into loan negotiaticns
with the relevant borrowers in Colombia and Mexico promptly upon receipt of notificatiocn
from the Bank., In the case of the Colombian projects, the joint lenders were notified
at the time of the Bank's own negotiations, when the award of contracts was known for
over 50% of imported goods; in the case of the Mexican project the award of contracts
extends over a period of time and joint loans need to be negotlated when there are
indications that countries!' suppliers are receiving contracts in amounts eligible

for joint financing.
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‘. /It was also agreed that, if a joint lender found it necessary to place a

eilimg ¢n .he amount of the financing to be made available, it would consider

eriously .he pessibility of increasing this amount in the event that the flew of

orders wus such that its share of their financing under the joint financing formuia
would otherwise have exceeded the ceiling. The Bank was made responsible for considering
the effect of any such ceiling and for advising, after consultation with interested

jeint lenders, as to whether the ceiling wruld, in the Bank's judgment, be adequate

in relation to the orders likely to be obtained. Ceilings were imposed by most countries
but there has been no necessity as yet to seek any increase in the limits prescribed.

ta o b

0

13, Joint loans are nermally to be made directly by the export financing instituticns
to the borrowing agencies in Colombia and Mexico, and not to the governments.

Lty The joint lending institutions, that is the export finance institutions (E.F.1.)
and the appropriate borrowers, were requested to agree with the Bank on a letter
providing for coordination of the Bank and joint loans, defining the specific joint

loans and summarizing the understandings between the Bank, the financing ingtitutions and
the borrowers. These understandings are to cover the following subjects: (a) terminology
and definitions; (b) notification of award of contracts to suppliers; (c) payment of
goods and services and subsequent claims for reimbursement by the Bank and individual
export finance institutions in the appropriate cost sharing percentage; (d) in the event
of any refusal to disburse, notification by the lender in question of all other parties
concerned, (e) supply to the Bank of information regarding the utilization of the
proceeds of the loan together with the appropriate amortization schedule; (f) cooperation
and exchange of views and information on operation of such loans and performance of
obligations thereunder; and (g) prior warning of any conditions likely to interfere

with the performance of the agency's obligations or the execution of the project. The
Bank and E.F.I. will also agree not to premature, terminate or substantially amend the
appropriate loan agreement, or suspend or cancel disbursements without prior consultation.

38 Role of the Borrower and Guarantor: The Borrower and Guarantor are required

to use their best efforts to secure other loans under the joint financing arrangements
for the project and are responsible for financing the full local currency costs of the
project and, in addition, any possible short-fall of foreign exchange requirements that
may arise due to inability to obtain or utilize joint loans to the full. They are also
responsible for the conduct of negotiations on the detailed terms and conditions of loans
from the joint lenders and for dealing with the many new problems of a legal,
adminisirative and financial nature arising from the need to deal with several lenders

in association with the same project; at the request of both the Borrower and the E.F.I.
the Bank has been represented during some of these negotiations.

16. Further details of individual projects are given overleaf.

1/ Ceilings were imposed as follows :=-

Colombia Mexico
Belgium 5 10
France 10 10
Germany 10 10
Italy 10 10
Japan 10 10
Sweden ly k4
1K, 10 10
usa 10 &

No ceilings were imposed by Canada, Netherlands, Spain and Switzerland.
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EXPORT FINANCING Ils‘fn'ﬂ'l'!ﬁl&

JOINT LOAN TERMS AND COMDITIONS
AND OTHER FINANCING ARRANGEMENTS

SPECIAL PROVISIONS IN LOAN/CHEIDT LOCUMEETA:awm
INTER-AGENCY ADREEMENTS
METHOD OF PROCURFMENT

IBRD Loan -
wa&ﬂ?
Decasber 15, 1965

#3093
HLS sxvermsl fimancing proposed

Bank loan: $110 m-ﬁn!-lﬂ
peromnt and §156.6 &t 6 parosnt,

Mmmﬂﬁhnm
grace] wsount deterwined in
mmutm-mum

remainder of external financing, $35
from countries which would be major
wupplisre.

Comision Federal de Klactricidad
and Nacional Finanoiera S.4.

Ouersntor: Oovernaent of Mexico

For arigin of joimt fimencing
“Introductary Note® e

Canada - §5.0 ($2.1) Export Credit nnr.m.
Corporation at § percest for 15
fron ture (October 22, 1966

France - m.o +%) from two commrcdal baoks
grunt for 10 years delivecy
Italy ‘10-0 { Istituto Mobiliars

Italiano at & percent for 15 years
from ture

Japan - $10.0 ($10.0) from Eximbank at
& percent + 3/8 psremnt commitment
fes for 15 years from
Switaerland - 31'.0 $0.9) from commrcial
bapks at - for 10 years from
date of ﬂoliv
Procurssmsnt in Mexico, ipl.n. USK, Sweden,
U.K: apd Qersany, in soms cases substantial,
mutemwjamh--mw-,‘,m
loans ﬂ:uh wers made were ml.‘l.:;-ﬂ.h t::
axtant actoal procurement, e s
ubich are shown in brackets.

See “Introductory Hote".

Loan made for payments eligibla fo Bank fioancing
during two yesr period 1565/66

(a) 2/3 of paynmts on ¢ | Bact cantracts eligibls
for jeint finencing,

gmo prmr':d .;sd:- Ainternationsl competitive
ey .?ior auﬁ works,

(e) aXcoe nge
ertimted at $15.0 nmm“wr‘

(d} interest during construction, consultsnts
swcvices, sic.

Empresa de Acusducto y Alcaptarillado
de Bogota

Ouarentor: Oorernment of Colosbia
For origin of joiot fipancing see
"Introductory Mote®

Terms and status of joint losns reflsct
progress of award of comtracts and are not
yot [inal,

Gearmany - Ersditanstalt fitr Wiederaufbes (Ef/)
+ DM 2.3 to 4.0 million (nso&on,mo
equivalant) joomplation of negotiations
avaiting agreessnt on amount)
10 yeers from stari of operation or
delivery; T percant p.s.j LA-3/Y4
of 1 parcent commitment charge.
U.8. Expart-Impart Bank - up to US$3.0;
negotistion substantially completed;
10 years from shipment; 6 percent
Pollej L2 of 1% p.a. commitment fos.

Ses "Introdustory Note®

Bank losn: $18.0 at 6.1/k peresnt
w.‘?ﬁq‘:n&).m

gaoe,
reduction if joint financing
exceeds §7.0.

Espress de Enargis Elsctrica de
Bogota

t 0o t of Colombi
For origin of joiot fimencing ses
*Introductory Note®

]
-

tatus of joint loans reflsct
award of contracts and are mot

il

start of oparstion or delivery;
T percent p.a.j L/4-3/4 of 1 parcent
commitment charge.

Italy - Istituto Mobiliare Italiano (INI)
It.lire 1.6 billton (US$2.9 millien
squivalent).

Sigoed fugust 1768)
avaiting declarstion of effectivepess)

10 years from complation of work;

JQ- Bxport Import Baok of Japam, up to YEN 1.08 billion (05$3.0 million squivalent); negotiation not yet complated
»8. Bxport-Depart Bk, up to U5$2.0 million; megotistion mbetmtially cospleted. Signstare sxpected shortly.

6 percent p.s.j no comeitment charge.

Ses "Introductory Mote®

« 10 ysars from shipment; 6-3/L percent p.a.j 3/h of 1% p.a. m-:.;:nt

10 years from shipssut; 6 parosnt p.s.; 1/2 of 1% p.a. commitsant fes.

IBRD Loam SLi MR
Sacomd Fower Seotor Program

Jme 26, 1968

$155,0

niz.o

Bank Loant $50.0 st 6.1/2 percmt

rapayable over 20 years with L ysars
termined in

grace period; smount de
mmﬂuu msnvuum

Cosdgion Federal de Kleotriocided
and Nacicnal Plnanciers 8.4,

OGmranter: Covernmnept of Mexico

For origin of joint Anancing ses
SIniroductory Note®

Tarms and statos of joiot lomns reflect
progreas of award of contrects and are not
yst fimal.

France - substantial coptracts mwarded.
Germsny (E0W) - DM 8.0 million (US$2.0 sillien
-gu.vl'l.nt] at 7 percent p.a, for
15 ywars from dets of signature.
Italy - Joint losn for 436 ME extended to
June 1368.
Japan - $25.0-330.0 negotiated but no detalls
available,

Spadn ~ $6.0ielgned but no details nnunhh,
protably st 5%,with appropriate
char ges , for 10 years.

Switserland - $6.0-$7.0)Jeint loam from
1,36 ME extanded.

U.K. = $2.0; no details.

USA Eximbank - §5.0 at & percent for 10 years

Ses "Introductory Note®

loan of $71 for cormtruction ependitors itess,
coneulting fees, transmisslon and distribution
squipment arnd geners squipment with a sbort
production time; $19 allocated for specific
contrcts for mjor gmerating equipmmnt with long
produc tion periocde.

procured in Maxicoj
(d) forelgn cwrrency componant of civil works;
(a) paymsnts %o forsign consultants. )

2

including 2 ywars grace.
Canada - ECIC immda to negotiats loan for §l.6 for 15yrs. with 2 yra. grace.

IEiD Loan 575 CO
Fower

Decesber 2, 1968

2y.6
s$2.L

Intercomexion Electrica B.4.
Colasbia

Omrantar: Oovernment of Colosbia

For origin of joint fpancing ses
"Introde tory Note®

Terms and status of joimt loans reflsoct
progress of award of comtracts and are not
yoi final,

Italy, Istituto Mobiliars Italiamo (IMI) -
It.lire 1.4 billion (US$2.25 million
squiv,); 10 years from completion of
work; & cant p.a.j Do cosmitmant

Ses "Introductory Wote®

Bapk loan would cover
{s) S0% of cost of eligible comtracts for Lsported
up to $11.5;

squipsent
(b) 50% of cost of enginesring services up to 82.2)

{e; intersst oo loans curing comstructien of $2.0;

(d) contingencies $2.3.
Local cost finsncing from sward of comtracts Lo locai

IBRD Loans $18,0 at 6.1/2 perosst D By Advised THL of damire o, yiuld ot exceed $2.0 million.
repayable aver 25 yesrs with 5.1/2 !’}”w"c Beak of Japan -
il g e g g e " at least YEN 225 million (US$£25,000
83.4 m1140n. equiv.)} 10 yesrs from shipssntj
6.3/4% p.a.; 3/ of 18 p.a.
durp; lander 1 of intention
megotiate.

Switzer -“ﬁhﬁpﬁdm”ldnh—wﬂnnn‘h&nwnwurmm-nﬂm;mhﬂr-dd intention to negotiate.
Sweden, Gvapaks Hsndelsbanken - UB§2.0 m.qm.m,-ummquwuumm:-sm
France, Banqus Frangaise commroe dexterieur - US$2.0 million squiv., terms not yet knowm,

1/ The Swedish mnd French losns ars alternatives for the sams order.
from the sipplier as to which of these two coustries will recsive the sib-order.

They would bs sub-orders derived from a prime contract with an Italisn supplier and ue are cwrantly ssaiting infor=atior
Both institutions heve indicated an intarest in providing flrancing for the sub-order.
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December 11, 1969

MEMORANDUM TO THE EXECUTIVE DIRECTORS

Sub ject: PEARSON COMMISSION'S RECOMMENDATIONS
RELATING TO THE WORLD BANK GROUP

The Executive Directors will recall that on October 10, I distributed
a list of the 33 recommendations of the Pearson Commission relating di-
rectly to the activities or policies of the Bank Group (SecM69-L472, dated
October 10, 1969). In my covering note, I said that I would present to
the Executive Directors, with respect to each of the recormendations, a
memorandum proposing the position which I believed the Bank should adopt
on the recommendation and the action, if any, which I believed it appro-
priate for the Executive Directors to take.

Attached is the first group of analytical memoranda, dealing with
the following recommendations:

Recommendation No. 7: IFC Policies

Recommendation No. 9: IFC Project Identification and
Investment Promotion Work

Recommendation No. 10: Advice on Industrial and Foreign
Investment Policies

Recommendation No. 15: Assistance to Development Banks,
Industrial Parks and Agricultural
Cooperative Credit Institutions

Recommendation No. 16: Joint or Parallel Financing
Recommendation No. 31: Need for Organizational Changes in
IDA

The numbers assigned to the recommendations are those which appear in
the list set forth in SecM69-L472, referred to above.

As the Executive Directors will recognize, this first group of memoranda
deals with recommendations which present no difficult analytical problems; in
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most instances, the Comission has recomnqpm intensification or a broaden-
ing of present activities, which is already cted in the Bank Group's plans
for the next five years. I believe that we can readily accept these recommenda-
tions. There is one recommendation, however, which I do not feel we should
accept: the recommendation which suggests the need for a review of IDA's organ-
izational structure, if and when IDA's resources are substantially increased.

While I believe that the Executive Directors will find the attached memo-
randa of interest, none of the recommendations analyzed seems to me to call
for action by the Directors at this time. Therefore, unless any Executive Di-
rector wishes me Yo do so, I do not intend to schedule these memoranda for
Board discussion. '

As I said in my October memorandum, it is my intention to submit additional
groups of memoranda on a monthly basis.

ST g0, A
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 7 Concerning IFC Policies

Recommendation

IFC policies should be reoriented to emphasize the development effect
of its investments and not just their profitability.l/

Background

This recommendation appears in the context of a discussion on ways in
which developing countries might realize greater advantages from foreign
investment. The Commission says that while many of IfC's investmentshave
benefited the host country, others have contributed only marginally, if at
all, to economic development, rarely being preceded by an analysis of their
impact on the country's economy. This, the Commission comments, is because
profitability has been IFC's principal investment criterion. ¥While it does
not suggest that IFC should ignore profitability, it urges that IFC reorient
its policies "for the sake of the economic impact of its own investment and
even more for that of the new investments ... it is well placed to promote."2/

Analysis

As the Commission recognizes, profitability is an essential investment
criterion for IFC, IFC's Articles direct it to undertake its financing on
terms and conditions which take account, among other considerations, of
"the terms and conditions normally obtained by private investors for cimilar
financing."3/ In addition, it is directed to "seek to revolve its funds by
selling its investments to private investors whenever it can appropriately
do so on satisfactory terms."l/ IFC wants partners in the enterprises in

1/ This is a paraphrase of two paragraphs in the Commission's report (pages 11L-115)
which are cast in the form of an analysis and an expression of hope for change,
rather than in the form of a recommendation. It has been included in this
series of memoranda, however, because the Commission's intent was clearly to
suggest an important policy change for a member of the Bank Group.

2/ Report, page 115.
3/ Art. III, Sec. 3(v).

ly/ Art, III, Sec. 3(vi).
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which it inwvests, it wants to revolve its funds by selling seasoned securi-
ties out of its portfolio and, above all, it wants to encourage the growth
of private productive enterprise in the developing countries. Each of
these objectives alone, and certainly in combination, makes the prominence
of the profitability criterion inevitable.

It is true that IFC has not in the past had a strategy of development
based on the needs of the countries in which it operated. It tended to
consider individual projects as they came up. One reason was that, until
the Bank's Articles of Agreement were amended to permit it to lend to IFC,
IFC did not have sufficient resources to enable it to make a significant
impact on the economies of its member countries. Another was that in the
past it did not itself engage in promotional activity.

Although my appraisal of the current situation is less negative than
that of the Commission, I nevertheless agree that developmental significance
should be given a more prominent place in IFC's investment decisions. This
shift in emphasis has already begun and is reflected in the revision of the
IFC policy statement which I have submitted to the IFC Board for approval.

At the same time, I agree with the Commission's recommendation that
IFC should be better equipped to ascertain and to take into account the
economic implications of its investments. One step we have taken in that
direction is to authorize IFC to appoint an Economic Adviser who will add
to IFC's in-house economic strength. In addition to the attention which
IFC will thus be enabled to bring to bear directly upon the implications
of proposals which it is considering, IFC will have the benefit of the work
of the new Industrial Projects Department of the Bank. As I have pointed
out in another of this series of memoranda, it is my intention that the
work of IFC and the new Bank Department should be complementary.

Conclusion
The paths along which IFC is proceeding are consistent with and should

effectively implement the Commission's recommendation. I have submitted
for the approval of the IFC Board a revised IFC policy statement which

reflects this trend.
Ny Ao
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 9 Concerning IFC Project
Identification and Investment Promotion “Work

Recommendation

", . . because of their links with the private sectors of both
developed and developing countries, IFC, and organizations like
it, are logical agents for project identification and investment
promotion work, and we accordingly recommend that they become
much more active in this field."l/

Background

The report records the Commission's "definite impression that most low-
income countries would welcome a larger flow of foreign investment.“g/ The
Commission notes that there are bilateral programs intended to stimulate the
flow of private capital, which include subsidization of investment surveys
and the publicizing of investment opportunities. It comments that these pro-
grams are useful, but often too small and too imperfectly geared to the in-
vestor's real needs, and it recommends that they devote more attention to
inducing small and medium-sized investors to take up projects in developing
countries, providing them where necessary with technical assistance. The
report proposes that "similar change" should be encouraged with respect to
IFC. Commenting that in the past IFC has interpreted its Articles "to mean
that it should leave all project initiative to others," the Commission adds
that there are signs that IFC and similar bilateral institutions are beginning
to appreciate the role they could play in actively identifying new investment
opportunities and bringing together domestic and foreign partners to execute
them.é/ There follows the recommendation quoted above.

Analysis
The Commission is correct in stating that in the past IFC was content to

leave the project initiative to others. But its reference to IFC's
approach does not fully reflect our plans for the future.

1/ Report, page 110.
2/ Ibid., page 105.

3/ TIbid., page 110.
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In July 1968, I told the IFC Board that I considered that IFC had estab-
lished itself in the industrial and financial community and had built up staff
experience to the point at which it could usefully do more in the direction of
investment promotion. Many developing countries were thought to have a low
absorptive capacity with respect to industrial projects. But, if experience
in other fields was any guide, some of this apparent lack of absorptive capa-
city could be overcome by increased preinvestment assistance. Experience also
indicated that there were instances of promising investment opportunities in
the developing countries where projects had not been carried out, or had been
carried out inefficiently or ineffectively, because of the absence of suitable
sponsors to do the necessary developmental and promotional work. We therefore
proposed that IFC should become more active in seeking to promote industrial
projects where there was a reasonable prospect that the project would eventually
be suitable for financing by IFC in accordance with its established criteria.
We proposed, further, that IFC should be free to suit the form of promotional
activity to the needs of the proposed venture and the circumstances prevailing
in the country in which the venture would be located. This might mean, in some
instances, that IFC would assume responsibility for implementing a project from
its inception, through the stages of a feasibility study, detailed engineering
and market investigations, finding technical and financial partners and putting
together a financial package. At the other extreme, it might mean that IFC
would participate as one of a number of shareholders in a pilot company which
would conduct the requisite investigations on behalf of a group of technical
and financial sponsors already committed to proceed with the venture if the
investigations demonstrated the project's wviability. We suggested an over-all
1limit of $250,000 for promotional costs. The Board approved the proposal, with
a limit of $50,000 for any one project.

Under this policy, in the 1969 fiscal year IFC invested in an industrial
promotional company in Honduras l/and in two tourism promotional ventures,in
Colombia 2/and Tuniaia.B/ IFC also committed funds to a cement project in
Indonesia, taking primary responsibility for determining the feasibility of
the project and organizing financial and technical support for it.

In January of 1969, the IFC Board approved my proposal that IFC should
be willing to put a director on the Board of any promotional company to the
shares of which it has subscribed, if in IFC's judgment this would enable its
promotional activity to be carried out more effectively.

Locating investment opportunities, promoting indigenous entrepreneurial
talent and encouraging the growth of private investment is a difficult job.
IFC plans to increase its efforts in this area by continuing and intensifying
activity of the kind described above and by increasing its contacts with indi-
viduals and institutions in both the dewveloping and developed countries, with
an eye to uncovering and exploiting investment opportunities. These plans

-]_'./ No. 1'.[,0-
2/ Wo. 137.
3/ No. 152.
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are reflected in the new policy statement for IFC which has been submitted to
the IFC Board of Directors for approval.

If these policies are to be more than pious statements of intention, it
will be necessary that IFC have available staff who can spend a considerable
portion of their time in the developing countries. It would be their primary
function to look for investment opportunities which IFC might appropriately par-
ticipate in or bring to the attention of others. This will require adding
several senior professionals to IFC's staff.

Even if IFC's staff is enlarged, IFC cannot by itself accomplish all that
needs to be done. As the Executive Directors know, the Bank Group as a whole
has given considerable support to institutions in the developing countries
which are themselves engaged in promoting private enterprise. The Pearson
Commission has recommended greater help to development banks and similar insti-
tutions, and the memorandum analyzing that recommendation reviews the past
activity of the Bank Group and plans for increased support in the future. How-
ever, IFC's assistance should not be limited to institutions formed by resi-
dents of the developing countries. It should, and it intends to, work with,
support and help to finance institutions such as the Atlantic Community Devel-

opment Group for Latin America (ADELA),l/ the Private Investment Company for

Asia (PICA),2/ and other comparable organizations (including the private in-
vestment company proposed for Africa) provided that they need help, are well
managed, and are carrying on investment programs that will assist the devel-
opment of the countries in which they are doing business.

It is relevant to remind the Executive Directors that the Bank also
intends to do more to help identify and prepare industrial projects. As the
Executive Directors are aware, we have recently established an Industrial
Projects Department within the Bank, which will carry out sector analyses and

1/ ADEIA is a private corporation, with authorized capital of $60 million,
$52.65 million of which has been subscribed by 234 stockholders in Europe,
the United States, Latin America, Canada and Japan. It makes equity and
loan investments and, through an entity known as ADEIATEC, which is in
effect a firm of development consultants rendering services to ADELA and
to others, it engages in a variety of other activities designed to support
private investment in Latin America: underwriting, project identification
and promotion, project management, market studies, resource surveys, and
feasibility and pre-feasibility surveys. The ADELA Group is at present
giving priority to agri-busineas and tourism. It is increasingly devoting
its energies and resources to self-initiated sectoral studies, project
identification and project promotion in these fields.

2/ PICA, whose authorized capital is $40 million, was modeled on ADELA; the
two corporations have a number of shareholders and directors in common.
PICA was formally organized in February of 1969 and its operations have
thus far been limited.
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project identification work in the industrial sector. To assure that the ef-
forts of IFC and of the new Department, as well as the activities of the
Bank's Development Finance Companies Department, are complementary, and that
there is a full exchange of information and an appropriate allocation of
responsibility among all Bank Group operational units working in the field of
industry, we are also creating an Industrial Coordination Committee composed
of the Executive Vice President of IFC, as Chairman, the Directors of the two
Bank Departments, and the Chief of the Economics of Industrialization Divi-
sion of the Economics Department.

Conclusion

The plans for future IFC activity are consistent with the Commission's
recommendation. As indicated above, the implementation of these plans
involves a revision of the IFC policy statement. Such a revision has been
submitted to IFC's Board of Directors for approval.

/ﬁff4¢ il e %
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 10 Concerning Advice on
Industrial and Foreign Investment Policies

Recommendation

"International institutions, such as the World Bank . . . , should
expand further their advisory role regarding industrial and foreign
investment policies. These activities could eventually be fully
transferred to 1{9 if the proposed reorientation of IFC is success-
fully achieved."=

Background

This recommendation appears in the context of the Commission's dis-
cussion of the potential of foreign investment, primarily direct invest-
ment, for contributing to the faster growth of the developing countries.
The Commission reports its impression that most low income countries
would welcome a larger flow of foreign investment, and suggests a number
of ways in which that flow might be stimulated. It believes that devel-
oping countries urgently need impartial advice concerning their posture
toward foreign investment. It finds that such advice has rarely been
provided in the past. With respect to the Bank Group, the Commission
says that the Bank has tended to delegate much of its industrial activity
to IFC, but that IFC has deliberately and to the extent possible avoided
involvement in issues of governmental policy and is, in any case, not
equipped to ascertain the economic implications of government policies.g/

The Commission also observes that much of the substantial industri-
alization achieved by developing countries in the last two decades has
been in the form of high-cost import-substituting industry and that, in
many cases, new industries have become a burden rather than a benefit to

1/ Report, page 115. The proposal for reorientation of IFC policy is
the subject of a separate memorandum.

2/ Report, page 11l.
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the economies, with adverse effects on agriculture and on the prospects for
increasing exports. Thus the advice to be given to developing countries on
foreign investment policies is closely linked with advice on their indus-
trial policies.

Angxsis

In recommending that the Bank "expand further" its advisory role, the
Commission implicitly recognizes that the role would not be a new one for
the Bank. The principal vehicle for the provision of advice has been coun-
try economic missions.l/ The resources devoted to the industrial sector on
these missions have, however, been limited. From the beginning of 1967 to
date, the total of industrial specialist resources devoted to such coverage
has averaged only five man-years annually. There has been some increase in
emphasis on industrial policy recommendations to individual countries in
this work, exemplified by recent missions to, e.g., Argentina, Brazil and
Mexico in the Western Hemisphere, and India, Indonesia, Iran, Korea and
Pakistan in Asia. Appraisal and follow-up of industrial projects have also
provided the occasion for advice on industrial policies.

The Bank's advisory role with respect to policies of individual coun-
tries towards foreign direct investment has not been well defined. In the
course of the country economic work, such policies have been the subject of
attention when they appeared to be hampering development. But these poli-
cies have not been systematically reviewed, nor has any specialist been em-
ployed to deal with them.

I fully agree with the Commission's recommendation that the Bank's ad-
visory functions should be enlarged. Many developing countries need advice
on trade, fiscal and other policies which will foster industrial growth and
attract foreign private investment. Tariffs, import licenses, taxation,
subsidies, price controls -- all can affect industrial progress to an ex-
tent often not fully appreciated by the government involved. Protection
policies, which have been the subject of discussion by the Executive
Directors in the context of some recent Bank Group operations, frequently
foster the growth of uneconomic enterprises. The Bank ought to be in a
position to advise its developing country members on the implications of
particular policies and to assist them to make sensible choices.

It is my intention that comprehensive industrial sector studies shall
in future form part of the Bank's economic reviews conducted under the
direction of the Area Departments. As the economic missions now do for
other sectors, they will be systematically analyzing the industrial capa-
city and strategy of individual countries and the relationship of industrial
progress to over-all growth. This is a difficult process which will take
some time to organize and to staff, and which will in due course have

budgetary implications.

1/ Some of the general survey missions organized by the Bank included in-
dustrial specialists, but no survey mission has been sent out since
1961.
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The Industrialization Division of the Economics Department was organized
a year ago to undertake research concerning the industrialization process,
and more recently we have created an Industrial Projects Department in the
Bank which, in addition to its operational functions, is charged with making
recommendations on industrialization problems and policies of member coun-
tries, including advice on industrial planning and priorities and on measures
to stimlate efficient and sound industrial growth.

We shall also look to other intermational organizations for assistance
in their fields of specialization. The United Nations Industrial Development
Organization (UNIDO), since its establishment a few years ago, has been en-
gaged primarily in providing technical assistance for specific industrial ac-
tivities. It is now widening its advisory activities, and in view of my
intention that the Bank should step up its own activities of that character,
closer cooperation with UNIDO seems appropriate. Arrangements have accord-
ingly been made with UNIDO for an exchange of information about matters of
common interest, on an informal basis. The International Labour Organisation
(ILO) and the Food and Agriculture Organization of the United Nations (FAO)
are also concerned with some aspects of industrialization, and we shall be
cooperating with these agencies as well.

I also believe that IFC could usefully play a role in considering and
advising governments on measures to encourage the development of the private
sectors of their economies, in particular the flow of foreign private capi-
tal. IFC has begun to collect some data bearing on this problem. As re-
ported in the memorandum dealing with the Commission's recommendation for a
reorientation of IFC policies, I have authorized IFC to appoint an Economic
Adviser. This adviser will be expected to organize the data collection work
more efficiently and to evolve proposals for systematic activity by IFC in
providing advice to governments on their foreign investment policies.

As noted in another of this series of memoranda, an Industrial Coordin-
ation Committee is being created in order to coordinate work in the Bank
Group on industrialization policies and measures to promote foreign private
investment. This Committee will be composed of the Executive Vice President
of IFC, as Chairman, the Directors of the Bank's Industrial Projects and
Development Finance Companies Departments, and the Chief of the Economics of
Industrialization Division of the Economics Department.

I am not now prepared, however, to endorse the tentative suggestion of
the Commission that eventually all advisory activities on industrial and
foreign investment policies might be performed, for the Bank Group, by IFC.
Although, as indicated above, our plans call for IFC to play an important
advisory role in connection with foreign investment policies, it seems
likely that most of the Bank Group's advisory activities in the field of
general industrialization policy, including the establishment of priorities
for industrial development, will, at least in the foreseeable future, and
probably over the long term, be undertaken by the Bank, where work in this
field may be integrated with the guidance being given to member countries on
other aspects of their dewvelopment programs.
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Conclusion

The plans for increased emphasis by the Bank Group on the provision of
advice to member countries concerning the industrial and foreign investment
policies of developing countries are fully consistent with the Commission's
recommendation. No action by the Executive Directors is now required.
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 15 Concerning Assistance
to Development Banks, Industrial Parks and Agricultural
Cooperative Credit Institutions

Recommendation

". . . we recommend greater help to development banks and similar
institutions in developing countries. In addition, assistance
should be provided to such promising activities as industrial
parks and agricultural cooperative credit institutions, designed
to promote financing of the domestic private sector."l/

Background

In the context of its discussion of ways to make aid more effective, the
Commission notes that "Smaller investment projects may also require support,
and there is then a case for the assistance of national development banks and
similar institutions, public and private."2/ These institutions, particularly
the development banks, the Commission says, "are especially important because
they can reach the small investor, their administrations are generally more
decentralized and fast moving than larger enterprises, and they result in such
important institution-building as the strengthening of local capital markets."3/
In its historical review of the last two decades, the Commission also notes the
role of development banks in facilitating savings and investment, h/ and else-
where in the report stresses the importance of the role of flnanc1al intermed-

iary.5/

1/ Report, page 179.
2/ Ibid., page 179.

3/ Ibid., page 179.
L4/ Ibid., page 31.

5/ Ibid., pages 64-65.
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There is no mention or discussion of industrial parks per se in the Com-
mission's report, beyond the statement in the recommendation that they consti-
tute a promising activity. The closest reference occurs in the discussion,
earlier in the report, of the problems of the private sector, where mention is
made particularly of financial institutions to accommodate small entrepreneurs,
and there is a passing reference to the need for legal and accounting facili-
ties, suitable land tenure and management training as well.l/ All of these
considerations arise in connection with industrial parks. There is no extended
discussion of agricultural credit institutions, although it is noted elsewhere
in the report that increasing agricultural production raises a demand for more
farm credit.2/

For convenience, each of the three types of facilities mentioned in the
recommendation ~- development banks, industrial parks and agricultural coopera-
tive credit institutions -- will be analyzed separately.

Analysisa

A. Development Banks 3/

The Bank's involvement with development banks dates from 1950 when it as-
sisted in the establishment of the Industrial Development Bank of Turkey and
the Development Bank of Ethiopia. Ever since, the Bank Group has been heavily
engaged in promoting, financing and extending technical assistance to such in-
stitutions. A few indications of this activity are cited belaw:_lé/

a. The Bank Group has helped to promote 12 development banks
and to reorganize another six,

1/ Report, page 65.
2/ Ibid., page 6l.

3/ In view of the characteristics cited by the Commission (quoted in the text,
above) to illustrate the importance of "development banks", it appears that
the Commission had in mind the kind of institution known in Bank Group parl-
ance as a '"development finance company", in contrast to such institutions as
e.g., the Japan Development Bank which is the government's agency for borrow-
ing abroad and which serves as a conduit for funds to private industry, or
the Corporacion de Fomento de la Produccion of Chile, created to devise and
give effect to a plan to oromote production in all sectors of the economy
and to borrow abroad. Accordingly, the following description of the Bank's
experience with "development banks" concerns institutims of the former type,
devoted primarily to stimulating medium-sized and smaller enterprises in the
private sector of the economy.

<

The data includes companies in Austria and Finland although these countries
fall outside the category of "developing countries". Both are Part I IDA
countries.
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b. The Bank Group has assisted in recruiting key personnel
for a number of development banks. IFC is represented
on the board of 13.

c. Fifty-five officials of development banks which have
been financed by the Bank Group have received training
in the Bank's Econamic Development Institute; sixty-one
have received training under special programs.

d. Gross commitments to development banks up to the end of
September 1969 amounted to $954 million. This financing
was extended to 28 companies in 2L countries and included
Bank loans (93%), IDA credits (4%), and IFC investments
(3%). These figures reflect a recent rapid acceleration
of commitments. Until the end of fiscal 1963, commitments
amounted to only $229 million; in the next five-year period
they totalled $497 million. In fiscal 1969 alone, commit-
ments reached almost $195 million. About 61% of gross com-
mitments had been disbursed up to the end of September 1969.
Allowing for repayments and redemptions of about $149 mil-
lion, the disbursed amount outstanding was $430 million.

Bank Group policies towards development banks have been reviewed period-
ically, most recently by the Executive Directors in November 1968. Several
significant changes have recently taken place. For example, in June 1968, the
Bank, whose policy once prohibited lending to government-controlled develop-
ment banks, decided it would be prepared to lend to such institutions provided
their management was sound and autonomous in day-to-day decision making. Another
policy departure, accepted in November 1968, involved the scope of operations
of institutions financed by the Bank Group. Formerly they were eligible only
if they were devoted primarily to manufacturing industry. Now they may be
multi-purpose companies, financing not only industry but also tourism, housing,
and other productive activities. Moreover, in the past year IFC has sponsored
and helped bring into existence two companies which are primarily devoted to
promoting new enterprise and to providing investment services, rather than
finance.l/ These developments, all indicative of increased flexibility on the
part of the Bank Group, reflect the importance which the Group attributes to
institutions which can mobilize capital, allocate it for productive purposes,
promote investment and generally act as intermediaries in the investment process.2/

1/ These companies, and IFC's investment in them, are not included in the
figures cited in the previous paragraph.

2/ As noted in the memorandum concerned with IFC's preinvestment promotion
work, IFC intends also to work with, support and help to finance such insti-
tutions as the Atlantic Development Community Group for Latin America (ADEILA),
the Private Investment Company for Asia (PICA) and other comparable organiza-
tions (including the investment company proposed for Africa), if these insti-
tutions need help, are well managed and are carrying on investment programs
that will assist the development of the countries in which they operate.
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The 28 development banks presently associated with the Bank Group are now
committing the equivalent of about $430 million per annum in loans, invest-
ments, etec. These in turn contribute to a total investment estimated at about
$900 million. The vast bulk of these investments assist the manufacturing
sector. Judging by the size of the operations, it is fair to say that develop-
ment banks are financing primarily medium-scale enterprises and, to same extent,
small enterprises. If it did not work through such intermediary institutions,
the Bank Group would be unable to reach a very significant part of the manufac-
turing sector of developing countries.

The principal objective of the Bank Group, however, is not simply to find
retail outlets for dispensing external finance and technical assistance, but
to help build effective investment institutions in developing countries. Hence,
the Group encourages development banks to be active in mobilizing domestic
capital, underwriting securities, subscribing to equities, selling from their
portfolios in order to broaden ocwnership of enterprises, identifying and promot-
ing investment opportunities and assisting entrepreneurs in formulating and
carrying out investment proposals. While some progress has been made on these
lines, a great deal remains to be done. Most development banks have not acquired
mach capability as mobilizers of financial resources and remain dependent on
government funds, or on intermational institutions or on foreign aid. Further-
more, development banks, in the main, still respond to investment opportunities
presented to them by their clients and only rarely do they do much in the way
of identifying and promoting projects on their own initiative.

I fully accept the recommendation of the Pearson Commission that the Bank
Group should provide more help to development banks.

The Bank's Five-Year Program already reflects this view. The plan for
gross Bank and IDA commitments to development banks in the period 1969-73 is
around $1,500 million, compared with $483 million in the preceding five-year
period. As noted above, in fiscal 1969, the first year of the period, $193 mil-
lion was committed. Although there is not yet a projection for IFC operations
in this field, I have little doubt that IFC, too, will expand its role in fi-
nancing development banks.

To achieve the objective of the Five-Year Program, the number of develop-
ment banks assoclated with the Group will grow to perhaps twice the current
number of 28.

The proposed expansion in the number of institutions, as well as in the
volume of operations, is closely related to the recent changes of policy already
mentioned, which make possible a significant expansion of activity in Africa
and in Latin America. In particular, it is probable that three or four loans
will be made to govermment-controlled development banks in the current fiscal
year. We have begun a systematic exploration of existing small development
banks in Africa and of the possibilities of financing such institutions.
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This expansion of activity, in exploration, in appraisal of companies,
and in actual lending, has placed an unusual strain on staff. In fiscal
1969 the number of professional staff in the Bank's Development Finance
Companies Department increased by 50%, from 20 to 30; another 25% increase
is expected in the current year.

As noted above, Bank Group policies towards development banks have in
the past been periodically reviewed in the light of experience and as new
problems emerged. I shall continue to bring to the Executive Directors pro-
posals for further changes as and when they appear desirable.

B. Industrial Parks

Industrial parks, sametimes referred to as industrial estates, essen-
tially consist of tracts of land provided with services and public utilities
for the establishment and operation of a group of industrial enterprises.
First employed in industrialized countries as a device for the planned loca-
tion or relocation of industries, they have been widely used in developing
countries since the 1950's primarily as a tool to foster small-scale and
medium-sized industrial enterprises.l/ Experience has been widespread and
interest is growing, but the results have been wmeven.

Fundamentally, the industrial estate provides developed sites for the
construction of factories, to be built by the entrepreneur or to be offered
for sale or lease by the estate management authority. The resulting clus-
tering of enterprises may facilitate working arrangements between enter-
prises and provide a focal point for other assistance needed by smaller in-
dustries., This assistance may take the form of financing; contracts with
government regulatory agencies; training; advisory services; research; sub-
sidies; testing facilities; common industrial, purchasing, or marketing ser-
vices; or labor relations services. Thus industrial estates can serve to
create external economies of scale, to make available serviced industrial
land at reasonable cost, to produce a desirable pattern of location of indus-
try, and to serve as a means of centralizing official assistance to industry.

In addition to the general-purpose industrial estate, a variety of other
forms has evolved in developing countries. Some are large estates for both
heavy, large industries and smaller, light industries, and mgy include major
transport facilities such as ports or railway yards.2/ A newer type for par-
ticularly small industries is the estate consisting of "flatted"factories or
lofts, for relocating squatter workshops or others covered by urban renewal
programs,3/or for attracting foreign investment to labor-intensive activi-
ties such as electronic assembly.l)/ There are "functional" estates specializing
in one type of industry, e.g., metal working. "Satellite" estates have been

1/ Industrial estates are found in such diverse countries as Ireland, in Europs;
Puerto Rico, Mexico and Brazil, in the Western Hemisphere; India, Pakistan,
Malaysia, Singapore and Taiwan in Asiaj; Ghana and Nigeria in Africa.

in
~

e.g., Jurong near Singapore with a potential area of 17,000 acres; Aratu
near Salvador in Brazil with 110,000 acres.

w
'\.

e.g., Hong Kong, Singapore.

L

e.g+y Singapore.
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created for sub-contractors of larger industries. There are also estates set
up in thickly populated rural areas to tap a new work force and decentralize
industrial concentrations .}_/ Some countries have created export-oriemnted es-
tates with customs-free bonding arrangements.

The ownership of industrial estates may be private or governmental, in
the latter case at the local, regional or national lewvel. In developing coun-
tries ownership must usually be public, although the hope is sometimes that
the governmental initiative may induce similar operations by private entre-
preneurs. Given public ownership at one or another level of government, the
question arises, in relation to the Commission's recommendation, as to what
kind of external assistance governments need and what role there can be for
the Bank Group. Technical assistance, which can be used to good advantage
for preinvestment studies and planning of industrial estates as well as for
their operation, is available from the U.N. Industrial Development Organiza-
tion (UNIDO) with financing from the United Nations Development Programme,
and from bilateral sources, both public and private, such as USAID and the
Ford Foundation. Finance is required for land acquisition, the provision of
infrastructure, factory buildings and equipment, and for various kinds of ser-
vices.

The Bank Group's potential role is obviously primarily one of providing
finance. Our experience with industrial estates is limited to ome IDA credit
of $6.5 million, extended to Pakistan in 1962 to help develop two industrial
estates. This particular project ran into difficulties, partly because the
estates were not well sited and partly because the financing arrangements for
the prospective tenants were inappropriate. Nevertheless, I believe that we
should, consistent with the Commission's recommendation, be prepared to give
assistance to appropriate projects involving the establishment of industrial
estates. A follow-up of the Pakistan project is in fact in an advanced state
of preparation and should come forward to the Board early in 1970,

As the Executive Directors know, we keep searching for ways in which the
Bank Group of institutions, centrally organized as they are, can effectively
help the small entrepreneur. The Commission is, in my judgment, entirely
correct in pointing to industrial estates as a promising wehicle for such
assistance. Of course, in each case we would need to weigh the relative merits
and costs, social as well as econamic, of helping to establish an industrial
estate as againat other possible ways of promoting the particular small indus-
tries concerned.

In the single instance in which we have thus far provided financing for
an industrial estate, our funds were used primarily for importation of capi-
tal equipment for private factories located on the estates. The financing
requirements for other cases may well be primarily for the public sector
infrastructure. Each case will have to be judged on its merits. In most
instances, it is likely to be desirable to associate our financing with tech-
nical assistance from other sources. We should also, I believe, be prepared
to help in the planning of industrial estates projects for which Bank Group
financing is contemplated. This might be done, in appropriate cases, in asso-
ciation with UNIDO.

}./ e.gi, Taiwan.
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C. Agricultural Credit Cooperatives

The Commission noted that increasing agricultural production in the devel-
oping counbries has increased the demand for farm credit. It was particu-
larly concerned about the needs of small farmers, who characteristically have
difficulty in finding funds with which to buy imported seed, fertilizer, pes-
ticides and implements and to improve the productivity of their property. In
framing its recommendations, the Commission singled out for support, among the
other various kinds of agricultural credit institutions, the credit coopera-
tives. The analysis which follows is, accordingly, similarly limited, although
cooperatives are of course only one of several vehicles through which agricul-
tural credit may be extended.l/

Agricultural credit cooperatives specializing in investment lending are
rare in developing countries. More frequently multi-purpose cooperatives are
found which extend credit in the form of seasonal inputs and collect payment
through marketing the crops. There are also variocus forms of farmer associa-
tions, for example in Taiwan, Pakistan and West Africa, which are not coopera-
tives in a strict sense but which perform many of the same functions effectively.
Even where specialized agricultural credit cooperatives do exist, the apex or-
ganization is usually not a cooperative, as is the case in Western Europe and
North America, but a public agency or specialized banking institution designed
to exercise control over the cooperatives and to channel govermment subsidies
to them. In addition, agricultural credit cooperatives often deal mainly or
only in short-term credit and, because of lack of experience and appraisal
staff, find it difficult to provide longer term credit. That kind of credit
ds, instead, provided through specialized public agricultural credit institu-
tions.

Within these limitations, the Bank Group has used both agricultural coop-
erative credit institutions and multi-purpose cooperatives as a channel for
making funds available to their members, the ultimate beneficiaries. In some
cases, these cooperatives have played an important role in the project as a
whole by providing needed services rather than funds.

Experience with these projects has been mixed: some have been successful,
others not. The critical factor has been the quality of the management of the
cooperatives; if it is weak, as it often is, the project has not been fully
effective. In one case, the management of a cooperative group which was ex-
pected to act as the channel for Bank funds was so weak that a proposed financ-
ing operation had to be postponed indefinitely.

Experience suggests that, in most cases, working through cooperatives
imposes a sizeable workload on the Bank, in that substantial guidance and super-
vision appear to be required. I believe, nevertheless, that our use of

1/ A sizeable portion of the Bank Group's total financing of the agricultural

~  sector has, over the years, been extended to agricultural credit institu-
tions, to which we have also provided considerable technical assistance.
Bank and IDA financing for agricultural credit aggregated $285.2 million
as of June 30, 1969.
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cooperatives has been worthwhile and that they are an important tool in carry-
ing out our agricultural programs and particularly in reaching individual
farmers and ranchers. They are not the only tool, however, and therefore the
Bank Group must in each case choose the institutional vehicle most suited for
carrying out its financing objectives.

When the Bank Group lends for projects which make use of agricultural
cooperatives to provide credit and other services for farmers, provision
normally has to be made for substantial technical assistance to supplement
the provision of finance and to make it more effective. A recent example is
the loan and credit of $9.5 million equivalent made to Senegal in February 1969
to provide (a) credit to farmers, through existing cooperatives, for various
agricultural inputs; (b) management services to reorganize the cooperatives!'
supply and marketing organization and train local staff for its future opera-
tions; and (c) extension services to the farmers.l/ Several agricultural
credit projects in India are under consideration now, all of which include
the use of specialized credit cooperatives as channels of funds and same of
which involve substantial inputs of technical assistance.

I believe, however, that we could do more in this field by way of assist-
ance in project preparation, perhaps most effectively in association with
the international cooperative movement which has been active in helping coop-
eratives in the developing countries. I have therefore directed the staff to
consider ways in which the Bank Group might support that movement by relating
it more closely to Bank operations, and to come forward with proposals to that
end.

Conclusion

I am in full agreement with the recommendation of the Commission that more
should be done by way of support to the indicated types of intermediary insti-
tutions and facilities. OSubstantially increased assistance to development
banks is already provided for in the Bank Group's program for the next five
years. Assistance for industrial estates and agricultural cooperative credit
institutions must necessarily proceed at a slower pace, for the reasons indi-
cated. However, we are mindful of the potential in these areas. We shall be
prepared not only to provide finance in support of industrial estate projects
but to assist in the planning of projects of that character for which Bank
Group financial support would be appropriate. We shall also be exploring the
possibilities of helping to improve the management of agricultural credit coop-
eratives and of assisting governments in preparing agricultural credit projects
involving the use of cooperatives, where appropriate, for Bank Group financing.

No action by the Executive Directors is now required.

1/ Loan No. 58l SE; Credit No. 140 SE.
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MEMORANDUM TO THE EXECUTLIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 16 Concerning Joint or
Parallel Financing

Recommendation

"We recommend that multilateral agencies extend the practice of joint
or parallel financing of projects.“l

Analysis

This recommendation comes in Chapter 9 dealing with ways of making
ald more effective. It is one of a series of recommendations in the con-
text of a sharp criticism of aid tying and is put forward as one way in
which the multilateral agencies can help to mitigate the harmful effects
of tying.

The Bank shares the view of the Commission that joint financing be-
tween multilateral and bilateral agencies, where feasible, can help bor-
rowers to obtain the advantages of wide international competitive bidding
while at the same time utilizing some of the tied bilateral assistance
available to them. Joint financing between the Bank and co-lenders also
has other advantages. It provides a means whereby funds from other
sources are channelled into high-priority projects. Because of the re-
sponsibility taken by the Bank for project appraisal and supervision, the
execution of jointly financed projects is likely to be more effective
than might otherwise be the case. And joint financing with the Bank en-
ables bilateral agencies, notably those in some of the smaller aid-giving

;/ Report, page 17L. The Commission did not say what it meant by "joint
or parallel financing." As used in the Bank, "joint financing," in
its narrow sense, refers to arrangements under which individual con-
tracts for a single project or program are financed partly by the
Bank and partly by the co-lender(s). "Parallel financing," as used
in the Bank, refers to arrangements under which the Bank provides all
the external finance for individual contracts or separable facilities
for a project or program and co-lenders provide all the external
finance for other contracts or other facilities. For purposes of
this memorandum, however, the term "joint financing" is used in a
general sense to include all arrangements for co-lending.
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countries, to ensure that their funds are being applied to sound projects
without the necessity of building up large project appraisal staffs of
their own. For all these reasons the Bank maintains a positive and flex-
ible attitude towards joint financing wherever it can be carried out
under conditions insuring wide international competition and without in-
volving unduly complex procedures.

A recent review of the Bank's experience reveals a great diversity
in the methods of joint financing that have been used. No one formla,
and no one set of rules as to the detailed arrangements, can fit all cir-
cumstances. Attached as Annex 1 is a table showing the number of proj-
ects, total cost, foreign exchange cost, and the contribution of the Bank
or IDA and co-lenders, respectively, in Joint financing operations for
1955-1968 and up to October 15, 1969. The table indicates that, while -
joint financing has been a regular feature of Bank operations for many
years, both the number of such operations and the amounts involved
increased sharply in 1968 and 1969. This reflects both greater efforts
by the Bank to find ways of associating Bank Group finance with funds
available from bilateral sources and greater interest by a number of
national aid and export financing agencies in becoming associated with
projects appraised and partly financed by the Bank Group. There is being
circulated separately a summary analysis of the kinds of joint financing
arrangements in which the Bank or IDA has been involved through 1968.

Some types of joint financing arrangements have been quite difficult
to work out and have imposed a significant administrative burden on the
Bank, on co-lenders and on borrowers. Where funds of a bilateral co-
lender are already untied, as are those of the Swedish International
Development Agency, there is no significant administrative difficulty.
On the other hand, joint financing with co-lenders providing funds tied
in various ways and operating under different sets of constraints, as in
the case of the Colombian power and water supplyl/ and the Mexican power
projects,gf has involved extensive negotiations and detailed administra-
tion; this type of financing is therefore likely to be appropriate
primarily for larger projects.

While several variations are possible, the basic necessity, if tied
funds are to be "untied" by use of joint financing techniques, is to ob-
tain credit offers from the countries likely to win orders under a system
of international competitive bidding, each country so participating
agreeing to finance the whole, or an agreed proportion, of the orders it
receives. If international competitive bidding is to be open to all Bank
members, credit offers have to be available from all the countries which
are likely to be competitive.

If, however, only a few countries are prepared to participate, it
may be necessary to restrict bidding to these countries. While even some

1/ Loans 536 CO and 537 CO, June 3, 1968; Loan 575 CO, December 2, 1968.

2/ Loan L36 ME, December 15, 1965; Loan 5Ll ME, June 28, 1968.
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competition is better than none, the full contribution of joint financing
in untying tied aid can be achieved only by a broad participation by
equipment-supplying countries.

In a joint financing operation, the terms on which countries are pre-
pared to provide credit are important. It is understandable that capital
goods~exporting countries wish to avoid a credit race involving ever-
increasing periods of credit and subsidized interest rates. It would,
however, greatly facilitate joint financing if countries were prepared to
adjust the terms of their lending to a reasonable extent so as to have a
minimum term and a maximum interest rate agreed to by all participating
countries, so that orders can be allotted purely on the basis of price.
The longer this minimum term is, the more suitable the joint financing
will be for the needs of the less developed countries.

Progress by potential co-lenders towards lengthening and standardiz-
ing credit terms for projects financed jointly with the Bank would facili-
tate increased use of joint financing, as suggested by the Pearson
Commission, thus effectively extending the field of competitive bidding
and enabling borrowers to make the best use of the tied funds available to
them.

Conclusion

The staff has been instructed to examine every project with a heavy
requirement of external financing to see whether it has possibilities for
joint financing. ©Such joint financing is facilitated by the Bank's prac-
tice of maintaining close contacts with both development aid and export
financing agencies in the principal capital-exporting countries that are
potential co-lenders. OSince the Bank's policies are consistent with the
Pearson Commission's recommendation, no action by the Executive Directors

/ﬁf/4a AL i



ANNEX 1

JOINT FINANCING OPERATIONS BY YEAR OF SIGNATURE OF
LOAN OR CREDIT

Forelgn Bank/1DA
No. of Total Ehnhange Contri- Co-lender ¢ Total Cost
Year  Projects _ Cost __ Cost L bution amount 2/  Bank/IDA Co-lenders
Primarily
development ~ = =--e-mmmmmsmeoeose- $ million =-ecemmmucanna-
finance:
1955 . 26.6 18.0 18.0 2.6 67.6 9.7
1956 1 226.0 200.0 30.0 128.8 5.3 57.0
1957 2 5h.0 32.3 20.1 16.5 97.2 30.5
1958 2 61.7 h1.1 L1.1 6.4 66. 10.3
1959 3 195.6 160. 60.2 32.3 30.7 16.6
1960 7 279.7 230.2 113.0 56.3 Lo.L Po.t
1961 5 283.1 151.6 75.1 63.7 25.L 22.5
1962 1 1%6.0 118.0 L7.0 51.0 23.9 26.0
1963 3 97.6 6l.6 h3.6 22.9 hl.6 23.5
196L 8 Lh5.h 28l.5 145.6 99.5 33:2 22.3
1965 2 37, 25.1 15.7 17,1 L1.5 L5.2
1966 alt 39.0 2h. 19.2 L.8 L9.2 12,3
1967 L 125.0 94.3 53.2 18.0 525 0T i
1968 9 586.1 261.8 145.9 150.3 25.2 25T
1969 thru
Oct. 15 10 577.8 242.) 153.L 101.8 26.5 17.6
Total 59 3,232.0 Loo1.3 L0100 772.0 3.9 20.8
Indus
Basin 3/
and
Tarbela 2 1,626.0 1,030.0 173.4 1,19).5 10.7 3.3
Total 61 L,858.0 2,981.3 1,204.5 1,963.5 2L.7 Lo.2
gggort
Finance
1968 5 536.6 320.7 250.0 510 &/ 6.5 9.6
1969 A 2h7.h 80.0 60.0 197 2.3 7.9
Total 67 5,6L42.0 3,382.0 13515 2,034.6 26.8 36.0
1/ Includes some estimates.
2/ Excluding public issues but including private placement through banks.
3/ The saving of $32l; million in the Indus Basin Fund has been deducted from both

exchange cost.

the total cost and the co-lenders' amount and pro rata, 60% from the foreign

Amounts likely to be utilized following pattern of award of contracts.
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MEMORANDUM TO THE EXECUTIVE DIRECTORS

Subject: Pearson Commission Recommendation No. 31 Concerning
Need for Organizational Changes in IDA

Recommendation

", . . we recommend that the President of the World Bank undertake
a review of the need for organizational change of the International
Development Association as its functions increase." 1/

Background

Although the recommendation is addressed to IDA's organization, the report
makes clear that in fact the Commission was concerned with IDA's policies,
which are described as "almost indistinguishable" from those of the Bank.2/
The Commission comments that the Bank's policies reflect constraints imposed by
the Bank's reliance on the private capital markets. It reasons that, since IDA
does not go to the market, these constraints do not apply to IDA and accordingly
IDA's policies need not be the same as the Bank's. In the Commission's view,
however, the integration of IDA into the Bank's organizational structure has
effectively precluded IDA from developing its own policies -- in such areas,
for example, as non-project lending, local cost financing and debt relief. The
Commission suggests that the recommended expansion of IDA's resources 3/ and
the enlarged scope of activity which could be expected to follow would provide
a suitable occasion for considering the need for a change in IDA's organizational
structure.

The report itself does not indicate what kinds of organizational change the
Commission thought might facilitate an independent approach by IDA. It appears
from papers prepared by the Commission's staff that some or all of the following
were suggested to the Commission as possibilities:

(a) a separate IDA president, or an IDA executive vice-president
responsible for developing lending policy;

1/ Report, page 226.
2/ TIbid., page 223.

3/ Ibid., page 22L.
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(b) a separate IDA policy-making staff, to function independent
of, although in consultation with, Bank staff;

(c) separate IDA Executive Directors (at the option of govern-
ments); and

(d) a Bank/IDA coordinating committee composed of the presidents
of the Bank and IDA and a number of Directors nominated by
the Boards of Governors.

An, is

The recommendation by its terms does not call for any immediate action,
since it relates possible organizational change to a substantial increase in
IDA's resources and to an expanded scope of operations. However, since we
are undertaking a general review of all of the Commission's recommendations
relating to the Bank Group, it seems desirable to analyze the issues which
this particular recommendation poses, assuming for purposes of the analysis
that the recommended expansion of IDA's resources will take place.

The issues raised by the Commission's recommendation are (a) whether it
is desirable that IDA follow policies different from those of the Bank, and
(b) if so, whether and what kind of organizational changes are required to put
IDA in a position to do so. If the answer to the first is in the negative, it
is not necessary to consider the second.

The Commission 18 correct in stating that in most major respects the Bank
and IDA follow identical policies. Both finance only projects or programs of
high economic priority, which are economically and technically sound and which
appear likely to be successfully carried out and operated. They apply the
same standards in determining which projects or programs satisfy these criteria.

Compatibility, if not identity, of policies was a specific objective of
the design of IDA's organization. The resolution of the Bank's Board of Gov-
ernors requesting the Bank's Executive Directors to prepare Articles of Agree-
ment for an IDA directed that the institution should be affiliated with the
Bank but left open the manner of affiliation.l/ The Bank staff, preparing to
work on a first draft of Articles, proposed following the pattern set by the
IFC Articles to the extent of providing that Bank Governors and Directors
should serve IDA ex officio. However, the staff also proposed a departure
from the IFC pattern of a separate chief executive and staff by providing that
the President of the Bank should serve as IDA's President and that Bank staff
should serve IDA as well. The latter proposal was justified on the ground that,
since IDA operations would be close to those of the Bank, the absence of unified
direction at the level of the top management, as well as the Board, might be con-
fusing and that it would be desirable to avoid conflicting lines of policy. The
existence of a separate executive would be likely to lead to creation of a sep-
arate staff; although it might be necessary to recruit additional Bank staff to

1/ Resolution No. 136, Annual Meeting 1959, adopted October 1, 1959.
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handle ?A work, it was desirable not to label staff as either "Bank" or
"IDAM,.]1

Among the alternatives or modifications suggested by Directors during
the Board discussions were that IDA's Articles should permit, rather than
require, the President of the Bank to serve as president of IDA,2/ and that
provision be made for the possibility of a separate management 3/ and a sep-
arate staff.ly/ However, the consensus favored the original approach, modi-
fied only to provide that Bank officers and staff should serve IDA "to the
extent practicable".5/

IDA and the Bank are complementary institutions, both intended to promote
economic development. They differ only in the terms on which they lend, the
spectrum of developing countries to which they provide finance and the source
of their funds. The Commission felt that the latter difference, the fact that
the Bank borrows in capital markets and that IDA does not, justifies a differ-
ence in approach. The report does not specify how IDA's policies might differ
from the Bank's but it appears that the Commission had in mind at least that
IDA should be prepared to do more program lending and more local currency fi-
nancing than the Bank will do.

Although in its early days the Bank was concerned to establish itself in
the market and its policies necessarily reflected that concern, I believe it
fair to say that owr policies are now determined, not by considerations of mar-
ket appeal, but primarily by what the Bank regards as the best use of its funds
from the standpoint of the developing countries, subject only to creditworthi-
ness considerations. The market, for its part, is primarily concerned with the
guarantees behind the Bank'!s bonds and with the Bank's creditworthiness criteria;
as long as the Bank's lending procedures continue to provide satisfactory assur-
ance that Bank funds are used sensibly, the market pays scant attention to the
aspecific sectors for which the Bank lends or to the Bank's poaition on such

1/ IDA/R59-1, dated October 9, 1959, para. 6; IDA/R59-2, dated October 22,
1959, page 5.

2/ IDA/R59-2, dated October22, 1959, page 5.

I
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TDA/R59-2, dated October 22, 1959, page 5.

Ibid., page L.
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IDA Articles of Agreement, Article VI, Section 5(b). In consequence, it
may be noted, it would require an amendment to the Articles to permit the
optional designation of separate IDA Directors or to give IDA its own pres-
ident. The other changes mentioned in the Commission staff papers -- an
IDA vice president for policy, a policy-making staff and a Bank/IDA coor-
dinating committee -- could be brought about without amending the Articles.
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issues as program lending or local currency financing. Moreover, it is clear
that the source of the funds to be lent is irrelevant to the economic case
either for or against program lending or local currency financing.

If the Bank were indeed subordinating the development interests of its
borrowers to market considerations -- which would mean, because IDA follows
the same policies as the Bank, that IDA borrowers would also be prejudiced --
the proper solution, in my opinion, would be to change the Bank's policies,
not to set IDA free to follow an independent course. What is best for the
borrowing country should be the determining factor in both Bank and IDA
operations. Any policy, except those having to do with creditworthiness,
which can be justified for IDA as consistent with its development function
can, I believe, equally be justified for the Bank, and the Bank should adopt
it.

This is not to say that the circumstance of a substantial increase in
IDA resources might not be the occasion for some modification of ITDA poli-
cies, the allocation criteria in particular. But any changes of this type
can readily be considered within the existing IDA organizational framework,
as demonstrated by the full-scale reviews of IDA lending policy which have
taken place periodically in the past.l/

Conclusion

No change in IDA's organization is now, or is likely to become, neces-
sary to achieve the objectives sought by the Commission and T do not believe

any such change would be desirable.
S e A

1/ "IDA Lending Policy", IDA/FPC 6L-8, July 30, 196L; IDA/FPC 6L-9,
August 10, 196L; IDA/FPC 6L4-10, August 12, 196L. "IDA Policies", June 2L,
1968 and July 16, 1968; IDA/SecM6B8-81, August 8, 1968 and IDA/SecM68-81/1,
August 15, 1968.



