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July 19, 1577DIFECT OnS'
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OCT 0 6 2016 IA/./77-72 (Fav.)
FROM: The Secretary WBG ARCHIVES J 8, 1977

IDA ALLOCATIONS CRITERIA

Attached is a copy of the President's me=orandum entirled "IDA

Allocations Criteria" dated July 8, 1977. It is a revision of the

memorandut of the same title dated June 15, 1977, which -as circulated

under the Secietary's memorandum IDA/R77-72 and which was originally

scheduled for consideration at a meeting of the Executive Directors on.

July 5, 1977. The revised :emorandum will be considered at a meeting on

July 19, 1977.

Changes in the original memorandum were -ade in paragraphs 4, 7

(including the footnote thereto), 8, 9, 11, 14, and 16. A new paragraph

25 has been added and old paragraph 25, which is now 26, has been revised.

Finally, Text Table 1, Annex Tables 1 and 2 and the title of Annex Table 6

have been revised.

Questions =ay be addressed to -Mr, Xahbub ul Haq on Ext. 2781.

Executive Directors and Alternates
President
Senior Vice President, Operations
Presiden's Council
Vice Presidenzs, IFC
Direttors and Depart-ent Ieads, Bank and IFC

This document has a restricted distribution ind may be used by recipients only in the performance

of their official duties. Its content,; m.ay not wtherwise be di.. oed without World Bank authoru/ation.
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From: The President July 8, 1977

IDA ALLOCATIONS CRITERIA

I. Introduction

1. At their final meeting in Vienna on March 14-15, 1977, the
representatives of the donor governments for the Fifth Replenishment
of IDA requested that a paper be prepared on the criteria underlying
the allocation of IDA credits which would provide the basis for a
review by the IDA Executive Directors. The present paper has been
prepared for this purpose.

II. Eligibility Criteria

2. The purpose of IDA assistance, as stated in the Articles of
Agreement, is to provide finance for meet ng impcrtant development
requirements on "terms which are =ore flexible and bear less heavily
on the balance of payments than those of conventional :cans." 1/ 7his
type of financing is to be provided to the "less developed. areas of -
the world included within the Association's membershio." 2/ Such
assistance is not to be provided, however, if financing is "available
from private sources on terms which are reasotable for the recipient
or could be provided by a loan of the type made by the Bank." 3/ And
the Association is to ensure that "the proceeds of any financing are used
only for purposes for which the financing was provided, with due attention
to considerations of economy, efficiency and competitive international
trade and without regard to political or other non-eccncmic influences
or considerations." 4/ Implicit in the language of the Articles of the
Association, therefore, are three eligibility criteria. In order to
be eligible for IDA funds, the borrowing countries must:

- be relatively less developed;

- lack creditworthiness for conventional lending; and

- be in a position, as indicated by their economic perfornance
and absorptive capacity, td use IDA resources effectively.

3. The first of these three criteria can be described only in rela-
tive terms. In the 1973 review of IDA lending policies and practices,
the Executive Directors agreed that there should be a strong presumption

1/ Article I.

2/' Article I.

3/ Article V, Section 1c.

1 Article V, Section 1g.

This document his a resincted distribution and may be used by recipients only in the performnarc:
of their official duties. Its contents may not otherwise be disclcrsed without Wordd Bank authortain



that countries above S375 per capita inccme level (in 1972 terms) would

not receive IDA assis:ance. I: In te.ms of 1?75 price5, t;-1 benchmark

conforms to a per capita "ncome of S530. Althcugh this -as not described

as a "ceIling" fcr I:A lending, the per capita incc=a 3erc:r has served

as a general critericn for eligibility. Accordingly, during the Fourth

Replenishment period only 0.7% of total IDA co=iz=ents has gone to coun-

tries with per capita income of over .320-in 1975. 2/

4. Underlying the "lack of creditworthiness" criterion is the basic
principle which was originally laid down in the IDA Charter for IDA opera-
tions, namely that they should supplement, and not be a substitute for

loans from the World Bank. Especially since IDA resources remain very
scarce in compariscn to the justified needs for concessicnal assistance,
it follows that countries must be expected to utilice to the fullest their
capacity to borrow on non-concessionary terms before IDA lending becomes
appropriate. Consequently, the application of the "lack of creditworthIness"
criterion means that some countries with per capita incc=es below the IDA
eligibility benchiark do not receive IDA credits if they have been able to
obtain substantial loads on conventional terms, including from the IBRD.
Judgments of creditworthiness must, of course, take into account existing
and prospective burdens of servicing external debt. Bank creditwor:tniness
appraisalb, and choices between the use of Bank loans or IDA credits to pro=
vide assistance to particular countries from the *World Bank Group, are based
upon judgments of the long-term strengths and weaknesses of these Zcuntr es'
economies and their capacity to service external debt over a long period of
years. The recent changes in the world ecc 7y, especially changes in
commodity prices,have seriously affected both the debt service capacity and
the reserves position of.many countries and make i: imoerative that IDA give
greater weight under this criterion to countries whose long-term develoonent
prospects have been serl6usly hampered by these events.

5. The application of the performance criterion, including absorptive
capacity, on the other hand, leads to exclusion from IDA 'funds of those
countries which might otherwise be considered eligible but where IDA could
not be assured that its credits would be put to effective use. Haiti,
Uganda, Guinea, Equatorial Guinea and the Central African Enpire are examples
of countries in which, at times, -the performance criterion was decisive in
determining IDA eligibility.

6. Even when a country qualifies for IDA credits under the three cri:eria
mentioned above, there still have to be available sound development projects
which meet the Association's normal financial and economic criteria for pro-
ject financing. Special efforts have been made, and will be made, by the
Association to assist countries in project preparaticn so that they may be
in a position to utilize such amounts as might otherwise be available to them

from IDA's resources.

7. Application of the three eligibility criteria of per capita inco=e,
creditworthiness and performance together determine the universe of IDA

1/ "IDA Landing Policies," IDA/R73-7, dated February 7, 1973.

3/ See Iable 2 on p. 5.
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borrowers at an* particular time.l/ The per capl:a Income bencha has,
in effect, ser-:ed to prescribe an upper limit for the definition of the IDA
universe. Application of the creditvorthiness and perfcrnance criteria,
however, do not determine permanent elicibilit- or ineliqibili:v. When the
circumstances under which a country is considered -ne1g;tbLa no longer con-
tinue tb exist, IDA credits can once again be made a-ailable. Thus Indonesia,
which was graduated from access to IDA's resources during the Fourth Replenish-
ment period as a result of a marked improvement in its creditworthiness
following the increase in oil prices,'is now being considered for a hard
blend of Bank/IDA assistance in view of the large increase in its development
program, the sharp rise in its external debt, and the rapid expansion of
Bank exposure in the country. Similarly the ?hilipptnes and Thailand, which
had been graduated, are again being considered for a hard blend of Bank/IDA
assistance because of the severe impact of recent changes in international
prices and the terms of trade on their balance of -avments. As shown in
Table 1 below, the universe of IDA recipient countries has fluctuated con-
siderably from one replenishment period to another. During the Fourth Re-
plenishment period, 13 countries that had borrowed during the Third Renlenish-
ment period were not allocated any IDA funds, because of their current
situation with respect to the criteria discussed above, and it is expected
that 9 countries will be "graduated" from access to IDA's resources in the
Fifth Replenishment period.

III. Allocation Criteria

8. IDA resources are scarce, particularly in the Fourth Replenisihient
period, when the purchasing power of the Replenishment was severely eroded
by price increases which had not been foreseen at the time of negotiations.
Therefore, IDA resources have to be rationed among those countries iudged
eligible to receive cred4-ts. With the addition of several new countries in
East Asia to IDA V, the relative share of other regions will of necessity
have to decline s.omewhat, even though their absolute amounts may well increase.
In distributing the resources available to it, IDA has taken account of four
main criteria - population size, poverty, economic performance and credit-
worthiness. There can be no mathematical formula to combine these criteria
in a way which determines the precise amount of IDA resources each eligible
country would receive. Obviously, judgment must be applied in each case.
The following paragraphs describe~ the approach and rationale which guide
the management in making its judgments on the application of the various
criteria.

1/. During the Fourth Replenishment period the following countries were
treated as being eligible for IDA financing: Afghanistan, Bangladesh,
Benin, Bolivia, Burma, Burundi, Cameroon, COhad, Congo, Egypt, El
Salvador, Ethiopia, Gambia, Ghana, Guinea, Guyana, Haiti, Honduras,
India, Jordan, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali,
Mauritania, Mauritius, Morocco, Nepal, Niger, Pakistan, Papua New
.Guinea, Paraguay, Rwanda, Senegal, Sierra Lecne, Scmalia, Sri Lanka,
Sudan, Swaziland, Tanzania, Togo, Tunisia, Uper Volta, Western S'ca,
Yemen AR, Yemen ?tR, Zaire. For the Fifth Re lenishnent perIcd, the
IDA universe as presently defined included the countries listed above
excluding Bolivia, Congo, El Salvador, Guyana, Mauritius, Morocco,
Paraguay, Swaziland and Tunisia, and also nine new entrants: Central
African Empire, Comoros, Grenada, Guinea-Bissau, Thdonesia, Laos, the
Philippines, Thailand and Vietnam. (Table 1 on page 4)
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.sbls 1: Univtrse of InA lecipient3

kep1enishneot PecrIoda

First (FY65-6a) Second (FY69-71) :hi:d (:.Y7-74. Fcur:n (rt-77) ft:n (MY -83)
No. of No. of No. of No. of Estlated No. ot

Countries Countries . Countries Countries Countries

Borrowers during the
Replenishent Period 31 48 58 49 49

Change between
Repleniaahent Periods:

3/ 7/
Countries Added 20 127 4- 9.
of which new members (18) (7) (2) (3)

2/ 4/ 6/ a
Countries Dropped 3 2 13 9
of which "graduated" (1) (0) ( 9) (9)

Nat +17 +10 -9 0

1/ 3eniz, Cent-al Afria3n ,M*ira, CChad, CcnTo, cnmn!can Republic, -, l Salvadcr, Ca.bia.
Guyana, acdcnesia, _'rtius, N Na, iger, ?a:ua Nev Gutnea, Rwanda, Sierra .cc.e, 7azo,
Upper Volta, Ye-er. ?:, Zaire. (new =e1ers underlined)

2/ Lesotho, Nizeria, Sudan. (graduating me=bers underlined)

na, Scuatorial Gures. Haiti, Ivory Ccest, Lasotho, Liberia, Nicaragu:, Philiroines,
la, Syria, :hailand, Ye=en AR. (new =en.ers underlined)

/ 1 Salvador, Uganda.

5/ El Salvador, Guinea, Swaziland, Western s- oa. (new nembers underlined)

1 Botswana, Central African Empire," Doinican Reoublic, Ecuador, Equatorial Guinea, 1r.nesia,
Ivory Coast, Rrea, Nicararua, Phili;pines, Syria, Thailand, Turkey. (graduating =e:ars under.lIned)

7/ 'Central Africn Empire, Conoros, Grenada, Guinea-Bissau, Indonesia, LAos, ?hili;;ines, Thailand and Vietna=.
(new cenbers underLIned)

43/ Bolivia, Co o, El Salvador, Cuvana, Yauritius, Mcrocco, Pararuav, Swaziland, 7-nisa. (graduating =enbersunderliced)

Source: Arnex Table 2

Population Size

9. Population size is a basic criterion for allocating IDA resources
among eligible countries. However, as shown in Table 2 below, allocations
on the basis of population alone would result in a heavy concen:raticn c:
IDA resources in a few countries; India would account for over one-half
of the allocations to the currently IDA eligible countries. I: could be
argued that aid efforts, including those of IDA, are essentially aired at
people rather than nations and, accordingly, that the per capita criterion
should be given a predominant position. However, a strict allocation c
IDA resources according to population size would, for example, ccnsiderably



reduce the share f s-:e of the s-3'rselyopulzt,- :-:st."; a Sub-: aaran
Africa. ~These countries face c.blems tha: ja'!ti> -:re r:':s .. l:cation
C.: ccncessicnary assis:ance . I.oegelr n:.da'i-1n.rsi ri
manpower, wide dispersion of small populacions-:er wIe areas and s=al7
market size that cannoc support brcad based d za:izn erfzrts. '~ese
factors along with miimu= project size and the rtui:cen:s ot a continuing
lending pro;r:- have introduced the so-called "sma:. c-untry bias" in ::A
lending. 1/ As a counterpart to this bias, the Aisociasion has ccnstrained
its lending to India, for which a ceiling of 40% has been adopted as a
general guideline. The Association has thus achieved a much wider gecgraphical
diversification of the operations than would have resulted from strict
adherence to the criterion of population. For instar.ce, the Least Developed
Countries have received an allocation of 33.5% in FY75-77 as against their
share of 18.3% in the IDA-eligible population while small countries below
2 million population each have received a per capita allocation of $5.20 as
against an overall average of $1.40 during the saze period.

Table 2: Distribution of IDA Credits bv Per Canita Inc-e Levels of Countries

_DA III IDA IIV
Annual Averages

7Y72-74 Y75-77Per Cavita _nc'-ce Level 1975 Ponulatinn Per Caita
(19'S) V - __ . Pe .api

SM.

Un to $255 -er cavica
India 610 55 432 37.5 596 39.5 0.9sBargladesh 79 7 47 4.1 153 10.1 1. -
Pakistan 69 6 55 4.7 89 5.9 1.29
Surma 30 3 17 1.5 36 2.4 1.20Ethiopia 28 3 45 3.9 -4 3.6 1.97
Zaire 25 2 . .18 1.6 . 40 2.7 1.60Aanzania _.15 1 23 2.0 41 2.7 2.75

Subtotal 856 77 637 55.3 1009 6T~79Others 2/ 127 12 250 1._7 298 -19.8 2.35Total 983 89 887 77.0 1307 86.7 1.33

$26S-'320 er cavi:a
Egypt 37 3 42 3.6 61 4.0 1.64Others 2/ 79 7 2 130 S.6 1.05

Total -84 - f 16.0 19T IT.5 1.63

Above S520 jer casi:a 10 1 80 7.0 10 0.7 1.00
3/ ~~

GRA1ND TOTAL 100 1,151 100.0 1,50S 100.0 1.36

1/ Estinate for FY77 as of June 13, 1977.

2/ I.e. - other recipients of IDA credits during the respecrive replenish=ent -eriods; ir. nu=bers as follIDA III. up to $265 per capi:a, ::; S^66-3:0 per capita. 18; Lbove Z520 "er canita, 13.IDA IV. up to $265 per capita. 21; S266-520 per capita, 16; above S523 per c.pira,

3/ this includes only the IDA recipients in the IV Replenishcent.

S :e: Annex 7able 4.

1/ For a distribution of IDA resources according to countri stze, see
Annex Table 3.
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Poverty

10. The relaz've Ocvert' of countries has r-.rd as .:- inpcrtant cri:eri;n
for allocating :DA resources. Whereas all countries with per capita inccmes
of less than $520 (1975 prices) are considered in ?rinciple as eligible for
IDA, nearly 87% or tLe :ctal resources were c-.izd d n,; the Fourth Fe-
plenishment period to countries with incomes below $255 Der capita. Ex-
cluding India, where IDA allocationswere constrained, the countries below
$265 per capita received 47% of total IDA resources against a 34% share inthe total population of IDA eligible countries.

11. The increased emphasis on the allocation of scarce IDA resources
to the very poorest countries has led to two distinct trends. F7rst, it
has significantly increased the resources given to those IDA el gible
countries which are at the lowest end of the income scale, which have large
pockets of poverty and which suffer from such long-term structural problems
as food and energy shortages. For instance, Bangladesh - being one of
the poorest countries. among IDA recipients and also one with large food and
energy deficits - has seen its share of IDA resources increase from 4.1% in
IDA III period to 10.1% 4n IDA IV period. Second, there has been great
pressure to reduce allocations to countries beginning to.demonstrate a caoia-
city to attract funds from conventional sources. Indeed, as indicated ears
as many as 11 countries were graduated out for purposes of "ZA :v, and 9 more
are expected to be graduated in IDA V (see Table 1).

12. Despite the concentration of IDA on the poorest ccuntries, the per
capita allocation to scme of the more populous low-income countries remains
constrained, as explained earlier. For instance, excluding India, the
average annual per capita allocation of the countries with per capita incO:
of less than $265 was SI.91 during the F-75-77 which is nearly twice the
per capita ccmients to ndia (Table 2). On the other hand, the annual
average per capita allocation to small countries (below 2 million each) in
the same income group was $5.20 during the same period.'

Performance

13. In allocating its resoumces among its eligible members, the Association
has given weight to "performance", a factor which must be carefully judged in
relation to a wide range of social and economic objectives. Such judgments
must also take realistic account of the capacity or member countries at their
particular stage of development to cope with the problems thrust upon them.
This criterion has been applied by the Association to include such elements
in- country performance as dedication to development objectives, mobilization
of domestic resources, rate of GNP growth, progress in achieving more equi-
table distributicn of income, and quality of administration and economic
management. When so applied, this criterion ensures that the countries that
are pursuing vigorous and effective development policies receive allocations
higher than those that would be indicated by other criteria alone.
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it~ -e ?e~mn C cj:eri*n h.-, no:tz;c n ~ ~ i;2:

sense. The Association has given due consideraticn o tne e:ort 7 J

member coun:ries to adapt to chan;es in :hnd -tn!L rn d na

environmen:s. Fot i.s:ance, increast' eil in : -n

given to :ne co-n:ries :ha: -re ?ursuing i :o : .uce :n.ir C

dence on' food and energy imports. The Associaticrn is alo ;iving in-

creased im ortance to policies chat benefit the nocrest sectior.s of the

country's populacion and help them to incresse thcir o o&uctiy, even

in cases where those countries may -lie-in the middle range income level

of IDA recipien:s. These emphases in gauging coun:r; performance should

lessen the deoendence of IDA borrowers over the years on concessionary

external finance and also produce a wider distribution c: the :ruits or

economic growth.

Creditworthine ss

15. Although lack of creditworthiness serves as an eligibility crit -ion

with those countries able to borrow adequately from 1lRD and,!or from the pri-

vate com=ercial markets not being included among DAreci pien:s - it is also

used as a criterion for. allocating IDA resources. The use of credit:;cr*tiness

considerations for the purpose of allocation has generally mean: that the

countries that are short of resources in relation rc tceir development needs,

largely because of their inability to qualify for =:Zistance fro ccn:ention.-

sources, have been allocated a larger propcrticnate share of fDun s. SinC:

the degree of access to conventional scurces oz finonce is clcsely related to

a'country's income level, poor creditwcrth.ness, as a crierin for al-oca-

tion, tends to reinforce the criterion of poverty.

16. The dependence of the poor countries on a -ew export ccnmodities

with weak de-nnd in international markets and their irability to resnond

quickly to changes in the pattern of external trade have reszricred their

capacity to increase their foreign exchange earr.ngs to meet the!r deand

for development imports and to service external debts. 'ence their deoendence

on highly concessionary assistance. Their Drobler has been compounded by

the international economic developments since 1973. The inrernaticnal in-

flation, the increase in the price of oil, the decline of commodity prices

from the 1973-74 peaks and the recession in the industrialized countries all

served to increase balance of payments deficits. Countries adjusted to this

by increased borrowing from a variety of sources on different terms and by

reducing investment and growth. Increased debt service ratios-and reduced

growth perfor=ance further affected their creditworthiness. (See Annex Table 6.)

These were, essentially, the factors underlying the reintroduction of

Indonesia, the Philippines and Thailand into the list of eligibles for IDA V.

17. For IDA countries which have some capacity to borrow on non-ccncessicnary

terms, the approach has been to blend TA and Bank lending. Since 11A reeourzes

are scarce, the blend is derived by provi*Ing the m-xiiu' feasible a=cunt or

Bank lending and providing supplementary rescurces fro= 1DA. Since there is a

relation between poverty and creditworthiness, there is little Bank lending

to the lowest income countries, except for "enclave" projects where 3.an loans

can be justified by the security offered by the project as distinct :rom the

creditvorthiness of the country. Table 3, below, shows the blend prpcrtiOns
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during the Second, Thi: and Fcurth Repenishnz :orj::d. --. e increase in
the share of Zark 'endin.; dui. the ?curth p:'--.t r is due
largely to the shift in lending to Indonesia fr :3 ZA to the Bark.

Table 3: IDA/I3RD Blending

RATIO OF IDA:ISRD C C 2NIN:TS
1969-71 1972-74 1975-77 1/

IDA IBRD IDA : I3RD IDA : I3RD

1975 Per Capita GNP
Level of Recipient
Countries

0 - $265 71 : 29 85 : 15 62 : 38
$266 - 520 25 : 75 37 63 17 : 83
$520 - Above - 100 - : 100 - 100

1/ Estimate for FY77 as of June 13, 1977.

IV. Distribution of Bilateral ODA

18. The IDA 4llocations to individual countries take some account of the
availability of other sources of assistance to them, both, bilateral and multi-
lateral.

19. There has been a growing concern a-ong bilateral donors in recent years
to give priority consideration in- their aid efforts to the poorest coun:ries.
Nevertheless, past distribution of bilateral concessionary funds reflects
several factors which tend to result in a comparatively less pronounced poverty
orientation of this assistance than is the case with the distribution of IDA
resources. Traditional linkages between donor and recipient countries, poli-
tical factors and other features of bilateral allocations, have, therefore,
led to only 45% of total bilateral ODA from OECD countries bein channelled
to those in the lowest per capita income group (up to S265 per capita in
1975 prices) during the period FY72-74 as against 77. of IDA during the sane
period.
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.able 4: Bilateral. CDA 7'w frcm :AC s
Net Receipts

(Annual average)
1975 Per Capita Inccme 1971 1972-74 1975

Grouvs Sm % Sm , Sm

Up to $265 Der caoita

India 847.4 13.4 501.5 6.9 783.6 8.0
Pakistan 360.5 5.7 249.3 3.4 372.0 3.8
Bangladesh 9.4 0.1 283.6 3.9 701.8 7.2
Indonesia 547.1 8.7 502.8 6.9 525.2 5.4
Ethiopia 37.5 0.6 55.7 0.8 72.3 0.7
Tanzania 54.6 0.9 99.1 1.4 242.0 2.5
Zaire 78.1 1.2 120.2 1.6 154.1 1.6
Burma 38.2- 0.6 55.7 0.8 65.4 0.7

Sub-total 1,972.8 31.2 1,867.9 25.3 2,916.4 29.7

Others 1,030.2 16.3 1,398.9 19.2 1,2C6.5 12.3

Total 3,003.0 47.5 3,266.8 44.7 4,122.9 42.0

$266-520 oer canita 842.2 13.3 1,081.3 14.8 1,820.2 18.5

Above $520 Der cavita 1,722.0 27.2 1,993.2 27.2 2,661.3 2,7.1

Others and
unalloca 1, 755.3 11.9 . 973.5 13.3 1,211.1 12.3

GRAND TOTAL 6,322.5 100.0 7,314.8 100.0 9,815.5 100.0

1/ This includes unallocated regional shares for Europe, Africa, An.-erica, Asia
and Oceania as well as for French Overseas Departments and Teritories and
Associated African and Malagasy States. The major functicnal categories
for these funds are:-some technical assistance, dcnor country institutions
financed frcm aid budget and regional projects not allocated to countries.

Source: OECD (DAC), Develooment Coooeration: 1975 Review, Statistical Annex Table 26.

OECD (DAC), Develcment Cooeration: 1976 Review, Statistical Annex Table 26.
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20. In the case of bilateral ODA, the most .beviations "rc= the
IDA allocation patterns are the relatively mucn :c-er .nnua: a-erage allo-
caticns during FY72-74 to India (7"), Bangl-desh K'ands;) r' s:an (3-).
The total bilateral allocations to the three South Astan countries -uring
this period was 14% compared with 46% from IDA. Evidently, the allocation
of IDA resources has :ended to moderate these bilateral resul:s to some
extent. It should be emphasized, however, that the Association's assistance
is not a derivative sum, calculated after estinatin --.he concessionary
assistance available from other bilateral and multilateral sources. No such
approach would be either workable or broadly acceptable.

V. Conclusion

21. The IDA Articles of Agreement define eligibility in terms of a
number of criteria that include relative economic backwardness, lack of
creditworthiness for development capital available on conventional terms,
and the ability to use effectively the Associaticn's concessionary assis-
tance. In reviewing the lending policies and practices of IDA, the Executive
Directors have provided a quantitative interpretation to the first of these
three eligibility criteria, that of relative backwardness. In tne 1968 review,
$300 per capita income was defined as the level above which thera was'to be
a strong presumption against IDA lending. The 1973 review, takiag inflation
into acccunt, redefined this level as $375 in 1972 pri:es. The :uirent
equivalent of this level is $520 per capita in 1975 ~prices.

22. While using a per capita income cut-off criterion, lack of credit-
worthiness and performance have also been used to define the universe of
IDA eligible countries. This means that all countries below a certain per
capita income level do not automatically become eligible for IDA resources.
In order to have access to the Association's funds, they rust fulfill the other
two criteria of adequate economic performance and lack of creditworthiness for,
development capital on conventional terms. The applicatibn of these criteria
means that the universe of IDA recipients differs from one replenishment period
to another.

23. The size of the country (in terms of population), along withE the
application of the criteria of poverty, performance and lack of creditWorthi-
ness, have been used for determining, country allocations from the resources
available to IDA. This process has produced a high concentration of IDA
resources among the countries at the lower end of the per capita income scale.
Since the ;zore populous IDA eligible countries are also azong the very poor,
a piedominant weight to population would have resulted in even greater con
centration of resources smong the poorest countries. However, the 40% ceiling
on India and the requirement of a minimum. project size for, as well as t.e
special prcbles of, small countries have increased per capita allocations
to a number of small countries, particularly in Africa.

24. The pattern of distribution of IDA resources, with the relatively
larger share going to the largest and poorest countries, has =oderacd to
some extent the imbalances in the distribution of bilateral ODA. In allocating
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their concessional assistance, some donor nations ha:ve been more responsive
to "special relationships" between themselves and the recipients and less LU
the type of ccnsiderations that have determined the allccation of IA re-
sources. The needs for development capital by the countries with relatively
highei inccne and a limited degree of creditworthiness has been met by
blending IDA resources with IBRD funds.

25. The addition of several East Asian countries to the list of those
eligible for IDA V will affect the regional distribution of IDA resources in the
next three years, compared with that of the past three. However, the net
effect on individual countries will be negligible, because the increase in
East Asia will be largely offset by such factors as the graduation of some
countries from the list of eligibles and by problems of absorptive capacity
in other countries. It is, however, impossible to predict the exact country-
by-ccuntry distribution of resources over the next three years, since that
distribution is bound to be affected, as it has been in the past, by many
uncer tain ties.

26. The existing criteria have well served their purpose of assuring
an equitable distribution of IDA's resources and making an effective con-
tribution to the development of the Bank's poorer member countries. They
have also served well in that they have allowed flexibility in country
allocations that would not be possible under any more rigid progr-aming
syste. Within the framework of those criteria, special weight will be given.
during the IDA V period, to certain critical needs of the developing .rld.
In particular, the Association will stress the need to improve the internal
income distributIon of lower and middle income recipients and give priority
to long-term structural problems such as food and energy deficits. .'he
Association will pay careful attention to those countries whose long-term develot
mental prospects have worsened because of changes in commodity prices and
the terms of trade. Thus the existing criteria, which are responsive to the
evolving needs of the developing world, will continue to serve as the basis
for allocating IDA resources.
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~aaaa Table I: 'TNT 10! .4 U AU.

1975 1975
'op. 7P 2 c

Country

EASnu--I AYRICA
Surundi 1.7
COmoro* 0.3
Ethiopia 27.9 too
%enya 13.3 2:0
Lesotch 1.2 too
Madagascar 8.5 200

Malavi 5.1 150
Ia" 4.1 90-

Somalia 3.2 100
Sudan 15.6 290
Tanzasia 14.7 170

Sub Total 122.6

VEStTIL( A1rICA
84nia 3;l 140
Cmaroon 7.3 170

C.A.Z. 1.0 230
Chad 4.0 120
Gambia 0.5 90

Ghana 9.9 460
Guinea 5.5 130
rina isasu 1.0 :00

Liberia 1.5 410
Mali 5.7 90
Mauritania 1.3 310
Niger 4.6 130
Senegal 5.0 370
Sierra Leone 3.0 :00
Tog* 2.2 270
Upper Volta 5.9 90

Sub Total 61.5

Afghanistan 16.7 130
Egypt 37.1 310
Jordan 2.7 460

Yoen A.1. 6.5 210
Yemen P.D.&. 1.7 240

Sub Total 64.7

IAT7S A.3XICA & CARIStEAN

Grenada 0.1 i7o

Kaiti 4.6 180
Hondura 2.9 350

Sub Total 7.6
ZAS ASIA & PAC' TC

Indonesia 131.6 180
Laos 3.3 70
Papua New Guinea 2.7 450
Philippines 42.5 370
Thailand 41.9 350
Vietnam 45.3 160
Vestarn Samoa 0.2 320

Sub Total 267.5

507Mi ASIA

9angladeah 78.6 110
bursa 30.2 110
India 609.6 150
Nepal 12.6 110
Pakistan 69.2 140
Sri Lanka 13-6 150

Sub total 413.8

TITAL 1337 )

This document has a restncted distnbution and may be used by rtcip~entU only in the performance
*(their otflcuaJ duties. Its contents may not otherwise be disclosed without Worid B"aI authonzatox.
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Aan.a4 7abi. 2 ::A IzC:?:!NTs LRIC N4 !uFwisENZr ?!1:cS

IllsT SCCND W*HX1 ':t1'n ?:T-I

tAgtter' Afr*-s

SurundL -
Cameros

KALiS 7
Lasothe I x I
Madagascar I I

Mauaicius
Iva ad a I

Su~s II x
Swum
Svatilaod I
l..sani II I IUsaaMd z I
ugir " I x

Western Africa
Mulie x
Camro.. I I
Ceetral African =piraI
Chad 2 z
Cougo I
quatorial Guinea

Cambia
Gban& x xGuizea -
GuLuaa-sissau
Zvory Coast
Liberia

Mauritania x x x
Niger I I I
Nigeria I
Senegal 2 2
Sierra Leone

Vpper olta

EuTGps, Middle East
and Northi Afr-ca

Afghanistan x
Egypt
Jordan x x
Morocco
Sn-IA

Turkay x x
Taes&. A. It.
Tows F.D. It.

latin Aerica and Caribboan
Bolivia I I x

Doianlcan Zapublic.
Ecu.dor I I
a1 Salvador
Grenada -
CGyaca
ZIt4. I 
loaduras I I
Nicaragua l
Paraguay *

Last Asia and Pacific
IndouesIa
Krea I x

Laos x

Papu New Cuinsa
ftilippines
lualAnd

ietnama
Vestnr* Samoa *

South Asia
angladinh I z

India -

Pakistan 2 II It I ISri anka x X

This document has a rcslncted distrbution and may be uscd by rec:ptenu only in the pcrforma.,Ce
o their oficWai dutma. Its contens may nol otherwise be doclosd without World Bank autho=nuaon.
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1/
&.mu Table 3: ma ceg1flor1 ST xy 0i 'ntXTlT. at72-77

Li

.973 C per CteLLe Sr caps:e

1971 ',ruserMe forc Ui'.t 3 I iet e N. S 10 per 4.a .O. 1

9 . 1I - 75 2 04a
6..em it .oo 0.12 0.31 - 4. 7
zq'.t4rl .s..a 3.3 0.02 2.0 0.1 2.3 1 0. -
Gom 0.5 0.03 3.7 0.1 2.4 2 0.9 51 1 . 3.4 2 0.9

emallad 0.5 0.03 5.0 0.1 3.4 1 0.4
latevbd 0.7 0.05 6.7 0.2 3.1 3 1. - - - -

ZUT &" 0.5 0.06 4.4 0.1 1.9 1 0.4 i.3 3.1 1.6 1 0.4
Meritis 0.9 0.06 11.5 0.3 4.2 3 1.3 3.5 0.1 1.3 1 0.4
L400the 1.1 0.01 3.6 0.2 t l.6. 1 0.4 12.3 0.3 3.3 3 1.3

mgalis 1.3 0.09 11.6 0.3 3.0 3 1.3 17.2 0.3 4.4 4 1.7
Cemes 1.3 0.09 16.S 0.5 4.2 3 1.3 0.5 ... V 0.2
lAbra 1.5 0.10 11.0 0.3 2.5 3 1.3 13.0 0.3 2.9 2 0.9
Too" P.0.1. 1.7 0.12 4.1 0.1 0.8 2 0.9 32.7 0.7 6.4 4 1.7
Caseral Africaa tltre 1.1 0.13 3.9 0.1 0.7 1 0.4 . - -

Itcaracad 2.1 0.13 20.0 0.6 3.2 1 0.4 -
to 2.2 0.13 .7 0.3 1.3 1 1.4 25 5 0.6 3.9 3 1.3

Total 17.0 1.19 109.7 3.2 2.2 25 11.1 1.25.9 2.j 3.3 22 t.4

2.4 - 5.0 ".31tom
para.gay 2.6 0.13 3.1 0.1 0.7 1 0.4 19.0 0.4 2.4 3 1.3
jet.. 2.7 0.19 24.3 0.7 3.0 3 1.3 29.5 0.7 3.6 6 2.3
peva 3ew chOutat. 2.7 0.19 14.2 0.4 1.7 2 0.9 23.0 0.5 2.9 2 0.1
Im"eras 2.9 0.20 9.6 0.3 1.1 2 0.9 19.0 0.4 2.2 2 0.9
Starta Lee" 3.0 0.21 4.3 0.1 0.5 1 0.4 20.3 0.5 2.3 3 1.3
9ea.s 3.1 0.22 18.5 0.5 2.0 2 0.9 20.2 0.4 2.2 3 1.3
Salt. 3.2 0.22 32.6 0.9 3.4 3 1.3 43.2 1.0 4.5 6 2.5
baraNdt 3.7 0.26 . 3.0 0.1 0.5 1 0.4 22.7 0.5 2. 4 1.7
Chad 4.0 0.28 16.1 0.5 1.4 3 1.3 25.0 0.6 2.1 3 1.3
1t1 a41'Vdr 4.0 0.28 - - 12.0 0.3 1.8 2 0.1
bembd. 4.1 0.29 13.1 0.4 .1 3 1.3 37.3 0.8 3.0 5 2.1
a91 4.4 0.32 10.0 0.3 0.7 1 0.4 51.3 1.1 3.7 4 1.7
sigar 4.5 0.32 8.3 0.2 0.6 1 0.4 31.5 0.7 2.3 3 1.3
:l.a caa LapubIta 4.7 0.33 13.0 0.4 0.9 1 0.4 .
3e4a81 3.0 0.35 34.9 1.0 2.3 3 2.2 25.5 I.3 !.4 6 3

Total 54.9 3.34 X9.0 6.0 1.4 29 12.j 329.9 .2 2.3 32 22.1i

51 .0 w12t ea
5aLww' '.1 0.36 26.6 0.8. 1.7 4 1.8 45.1 1.0 2.) 5 2.1CaA 5.5 0.38 - - 21.0 0.5 1.J - 2 0.9seolia 5.6 0.39 20.2 0.6 1.2 3 1.3 7.5 0.2 0.4 1 0.4
5isto 3.6 0.39 22.0 0.6 1.3 4 1.8 4.8 0.1 3.3.

, ALL 5.7 0.40 42.2 1.2 2.5 6 2.7 60.2 1.3 3.5 4 1.7tpper Volta 5.9 0.41 23.8 0.7 1.3 S 2.2 49.5 1.1 1.1 5 2.1team .1.. 6.5 0.45 38.2 1.1 2.0 3 2.2 71.6 1.6 3.7 8 3.4Ie C0eaC 6.7 0.47 7.5 0.2 0.4 1 0.4 .
temod" 7.1 0.50 12.3 0.4 0.6 2 0.9 .
Camea 7.3 0.51 36.7 1.1 1.7 3 1.3 52.7 1.2 2.4 6 2.3

7tri 7.4 0.32 3S.8 1.1 1.7 3 1.3 -
11dagaser 8.8 0.62 38.1 1.1 1.4 3 1.- 38.0 1.3 2.2 4 1.7ha 9.9 0.69 '1.0 2.2 2.4 4 1.8 32.6 2.' 2!2 .

heal 87.1 6.09 547.4 10.1 1.4 43 19.0 403. 0 8 6.
10.1 - 70.0 3116.0.

1epal 12.6 0.88 29.5 0.9 0.8 5 2.2 62.0 1.4 1.6 6 2.5tys 13.3 0.93 61.5 1.5 1.3 4 1.8 39.5 1.3 1.5 6 2.5
ml ZAkA 13.6 0.95 6.0 0.2 0.1 1 0.4 * 86.7 1.9 - 7 3.0Tansana 14.7 1.03 69.6 2.0 1.6 6 2.7 121.9 2.7 2.s 12 5.1sodam 15.6 1.09 99.0 2.9 2.1 6 2.7 96.0 2.2 - 2.1 8 3.%Afghaugtan 16.7 1.17 25.0 0.7 0.5 4 1.8 75.0 1.7 1.3 6 2.52 

roce 16.7 1.1.7 is M4 2 0.9 14.0 0.3 0.3 1 'Y4.Total 103.2 7.22 309.1 9.0 1.0 28 12.4 517.1 11.6 1.7 46 1.,6

20.1 - 35.0 'iIU
Usr* 24.7 1.73 54.0 1.6 01.7 5 2.2 120.5 2.7 1.6 7 3.0Ikhit" a 27.9 1.95 135.1 3.9 1.6 . 11 4.9 164.5 3.6 2.0 7 3.01 , 30.2 2.11 50.0 1.5 0.6 3 1.3 106.5 2.4 1.2 6 2.5&eor" 34.0 2.36 45.5 .1.3 0.4 3 1.3 .2MC 37.1 2.0 125.1 3.6 1.1 a 3.5 182.0 4.0 1.6 6 2.5
Tcka7 40.1 2.80 66.3 1.9 0.6 4 1.8 . .
TUalLtad - 41.9 2.93 32.0 0.9 0.3 3 1.3 - -Rhklylutag 42.3 2.17 22.2 0.9 0.3 3 1.3 -

Total 278.4 19..7 3.2 36 0.6 40 17.7 373.5 121 1.6 26 11.1
p81wa 63.0 ".1wiia

taxtizsa 69.2 4.84 164.0 4.7 0.8 5 2.2 267.6 5.9 1.3 9 3.8
Soaglade.s 73.6 5.50 -1422 4.1 0.6 6 2.7 45.1 10.2 1.9 U 64INL~Gtal 131.6 9.21 334.4 9.7 0.9 22 9.7
1041. 604 6 42.64 12.2 37 0.7 ! ,.4 1.

89.0 62.19 i936.s 50.1 0.7 61 7.0 23.6 55.3
2'4= TCUL 14*9 6 1 :0 -. :2 15 , -/

1/ tatte.tas far T77 as af 'W". 13. 1977

11 Lace tbm 0.1..

It taslwlo the 4rews-.t relief e~eretie Il the Weet Africa Legiem.

This documnt has a rMtnctad dziLnbuor and may be u10d by rucipoents only in the performanceO( their o0cMaJ duta. It contents may not othtr'ftbc be dsckosed without Worid Ban* author2azAon.
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"".a 7thh1* 3' 109 eG-M1 r T 37ZZ Of WIXVrTT. 772-T7

7q73 1 u1ac1q For csLa le ctuI:s
l9?3 Mose *.LEOeu _____ 7 3 ..wr .nnu E2. 73 73' ee -~~~O

'.r ; 0.2 0.31 - - - . . 3. 7.5 1 0.4
94'ud t ortAt OWLS" 0.3 0.02 2.0 0.1 2.3 1 0.4 -- -
G~ ta 0.5 0.03 3.7 0.1 2.4 2 0.9 6.1 0.2 5.4 2 0.#

9sastad 0.5 0.03 - -. 0 0.1 3.4 1 0.4

I.tKuSa 0.7 0.03 4.7 0.2 3.1 3 1.3 - -
476a4 0.8 0.06 &.4 0.1 1.9 1 0.4 .. Oa 1.6 1 0.4
urtcu . 0.0 0.06 11.5 0.3 4.2 3 1.3 3.5 0.1 1.3 1 0.4

Wootbo 1.1 0.08 5.6 0.2 - 1.6. 1 0.4 U.0 0.3 3.3 3 1.3
urIctaata 1.3 0.09 11.6 0.3 3.0 3 1.3 17.2 0.3 4.4 4 1.7

CAMg. 1.3 0.0 16.5 0.5 4.2 3 1.3 0.3 ... a 0.2 -
Llb4rta 1.5 0.10 11.0 0.3 2.5 3 1.3 13.0 0.3 2.9 2 0.9
lam4 t.0.Z. 1.7 0.12 4.1 0.1 0.5 2 0.9 32.7 0.7 6.4 4 1.7
Cameral Afrless Lmptre 1.8 0.13 3.9 0.1 0.7 1 0.4 - -

Itahnus 2.1 0.15 20.0 0.6 3.2 1 0.4 -
T2.2 Z 0.15 9.7 0.3 1.3 1 0.4 75 5 Q. 3.9 3 111

?dtal 17.0 1.19 109.7 3.2 2.2 25 11.1 .5.9 2.8 3.5 22 1.4

2.4 - 5.0 M411too
Par Lgwy 2.6 0.18 5.1 0.1 0.7 1 0.4 19.0 0.4 2.4 2 1.3
Jirdta 2.7 0.19 24.3 0.7 3.0 3 1.3 29.5 0.7 3.6 6 2.5
Plaa . CSa uts& 2.7 0.19 14.2 0.4 1.7 2 0.9 23.0 0.5 2.9 2 0.9
looduram 2.9 0.20 9.6 0.3 1.1 2 0.9 19.0 0.4 2.2 2 0.9
sierra Low. 3.0 0.21 4.3 0.1 0.3 1 0.4 :0.3 0.5 2.3 3 '.3

ISsis 3.1 0.22 18.5 0.5 2.0 2 0.9 20.2 0.4 2.2 3 1.3
samats 3.2 0.22 32.6 0.9 3.4 3 1.3 43.2 1.0 4.5 6 2.5
bArlows 3.2 0.26 . 5.0 0.1 0.5 1 0.4 22.7 0.5 2.1 4 1.7
Chd 4.0 0.28 16.1 0.5 1.4 3 1.3 25.0 0.6 2.1 3 1.3
It Sa.llder 4.0 0.28 - 12.0 0.3 1.0 2 0.9
bomd 4.1 0.29 13.1 0.4 1.1 3 1.3 37.3 0.5 3.0 5 2.1
Islt 4.6 0.32 10.0 0.3 0.7 1 0.4 51.5 1.1 3.7 4 1.7
l1g5r 4.6 0.32 8.3 0.2 0.6 1 0.4 31.5 0.7 2.3 3 1.3
Ds4aiaa Sepublit 4.7 0.33 13.0 0.4 0.9 1 0.4 - -

5.3 0.35 14.9 1.0 2.3 5 2.2 25.3 3.5 2,4 t 2'5
Isa1 54.3 3.34 209.0 6.0 1.4 29 12.3 .18.9 5.3 2.3 32 22.1

5.1 - mo :si.
5ALrt -. 1 0.36 26.6 0.8 1.7 4 1. 45.1 1.0 2.9 5 2.1

GrAtaa 5.5 0.38 - - - 21.0 0.5 1.3 2 8.9
1.1.1,1 ?.4 0.39 20.2 0.4 1.2 3 1.3 7.5 0.2 0.4 1 0.4
in..a 3.6 0.39 22.0 0.6 1.3 4 1.8 4.8 0.1 0.3

. aUl 5.7 0.40 42.2 1.2 2.5 6 2.7 60.2 1.3 3.5 4 1.7
Oppr Volta 5.9 0.41 23.8 0.7 1.3 5 2.2 49.5 1.1 2. 5 2.1
Tamwa A.Z. 6.5 0.45 38.2 1.1 2.0 5 2.2 71.5 1.6 3.7 8 3.4
1v17 coas 6.7 0.47 7.5 0.2 0.4 1 0.4 . -
1eader 7.1 0.50 11.3 0.4 0.6 2 0.9 .
Cavm~. 7.3 0.51 36.7 1.1 1.7 3 1.3 52.7 1.2 2.4 8 2.5
9yr1a 7.4 0.52 38.6 1.1 1.7 3 1.3 - - .
Ydag..car 8.8 0.62 38.1 1.1 1.4 3 1.3 38.0 1.3 2.2 4 1.7
cam' 9.9 0.69 41.0 %.2 1.4 4 1.8 12.6 ). I.1 i ..3

29"1 57.1 6.09 347.4 10.1 1.4 43 19.0 403.0 8.9 2.0 38 16.2'.

10.1 - 20.0 multoo
""941 12.6 0.88 21.5 0.9 0.8 5 2.2 62.0 1.4 1.6 6 2.5

geuya 13.3 0.93 61.5 1.8 1.5 4 1.8 59.5 1.3 1.3 6 2.3
irt Z&SkA 13.6 0.95 6.0 0.2 0.1 1 0.4 . ?6.7 1.9 2. 7 3.0

14.7 1.03 69.6 2.0 1.6 4 2.7 121.9 2.7 2.8 12 5.1
Sidas 25.4 1.01 39.0 2.9 2.1 6 2.7 96.0 2.2 ~ 2.1 8 3.5

a stan 14.7 1.17 25.0 0.7 0.5 4 1.8 75.0 1.7 1.3 6 2.5
Uu..et. . 067 .7 '5 3,5 0.4 e0.9 I7.0 2.3 0.3

local 103.2 7.22 309.1 9.0 1.0 28 12.4 317.1 11.4 1.7 .4 .,

20.1 - 45.0 qt lltva
Zatre 24.7 1.73 54.0 1.6 0-.7 5 2.1 120.5 2.7 1.3 7 3.0

3zbl.1 1. 27.9 1.95 135.1 3.9 1.6 . 11 4.9 144.5 3.6 2.0 7 3.030.2 2.11 50.0 1.5 0.6 3 1.3 108.5 2.4 1.2 6 2.5Zer.. 34.0 2.36 45.5 .1.3 0.4 3 1.3
gyv 37.1 2.10 125.1 3.6 1.1 a 3.5 182.0 4.0 1.4 8 2.5

Urkay 40.1 2.30 66.3 1.9 0.6 4 1.8 - . .
744.14Aa 41.t 2.93 32.0 0.9 0.3 3 1.3
MlIV7t128a 42. 2.97 32 0,9 0.3 3 7.3 . . . . .

A27.4 19..7 340.2 1..6 0.6 40 17.7 573.5 11.1 1.6 26 11.1

Lb.'. 45.0 mIlti,
akIetam 69.2 4.84 164.0 4.7 0.8 5 2.2 267.6 5.9 1.3 9 3.616mgradash 74.6 5.50 142.2 4.1 0.6 & 2.7 436.1 10.1 1.9 1 .4modo"G1a 231.6 9.21 334.4 9.7 0.9 22 9.7 .lodta 09,6 42.64 . 7 5 0.7 29 12. !?8,1 39.5 .0

Total 889.0 62.19 19i.i 36.1 0.7 .1 27.0 23.3.4 5&.* 1 :1.?4 A . 1:9i Ao :0 '2u : !00 , 4s i 1. .1 , 4

1/ t *at.. far M77 as at J1%" 13. 1977

It Lose tbaa 0. 1...
I2m10 edo. th. 4roUgt reltef eW"ret.t. ta th* i*Ot AfrI.a ato.
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Annex Table 6: DE3T SERVICE RAT7OS OF !:A I7 .L:C-,3LZ COLNTRIES
1975

India 16.3
Pakistan 19.1-
Bangladezh 17.9

Up to $265 per cavita
Mali 3.1
Rwanda - 1.2
Upper Volta 5.2
Burundi 5.7
Ethiopia 7.7
Somalia 4.0
Burma 18.0
Nepal N/A
Chad 5.7
Afghanistan 9.5
Guinea N/A
Niger 6.0
Benin 4.7
Malawi 7.4
Sri Lanka. 20.3
Zaire 16.52,
Tanzania 7.3-
Haiti N/A3 /
Lesotho 2.8-
Gambia 0.6
Madagascar 2.9
Sierra Leone 9.9
Yemen A.R. N/A
Kenya 4 /
Yemen P.D.R. N/A

Above S265 jer cavita
Cameroon 5.3
Togo . 8.5
Sudan ~ 21.3
Egypt 25.7
Mairitania 15.3
Bolivia 15.2
Western Samoa N/A
Honduras 4.6
Senegal 5.6
Liberia 5.2
El Salvador 9.2
Papua New Guinea N/A
Ghana 3.2
Jordan 5.1
Morocco 7.0
Swaziland 3./
Congo 9.4
Guyana 4.6
Paraguay 7.9
Mauritius 1.0
Tunisia 7.6

1/ Data for fiscal year.
2/ Includes one-third of the debt service of the East African Community.
3/ Export data for exports of goods only.

N/A - not available

Source: Provisional Statistical Annex Table 6, World Bank Annual
Report. 1977.

EThis document has a rmsinced distribution and may be used by recipients only in the performance
a( their official duties. Its contents may not otherwise be dasckised without Worid Bank authorizatjon.
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FOL For consideration on

'T ~August 30, 1977

M~EETING~
M77-41
IDA/M77-40

FROM: The Secretary July 22, 1977

Minutes of Meeting of the Executive Directors
of the Bank and IDA held in the Board Room on

July 19, 1977 at 10:00 a.m.

1. There were present:

CHAIRMAN

Robert S. McNamara, President

EXECUTIVE DIRECTORS AND ALTERNATES ACTING AS EXECUTIVE DIRECTORS

E. Agostini (Alternate) T. Bilget (Alternate)
E. R. Conesa (Alternate) R. F. R. Deare (Alternate)
S. El-Naggar E. Franco-Holguin
E. R. Fried K. Gyasi-Tunm (Alternate)
H. Janssen - R. A. Johnston
A. M. Kalfan (Temp. Alternate) A. IJ. A. Looijen
E. Magnussen S. Murayama
E. Pesqueira R. P. Rigaud (Alternate)
G. Rota S. R. Sen
T. T. Thahane Thavil Khutrakul

ALTERNATES NOt ACTING AS EXECUTIVE DIRECTORS

G. S. Aburn V. Arsaelsson
H-D. Hanfland M. Islam
F. Iwasaki A. H. Madinga
E. A. McCullough B. B. Pradhan

OFFICERS AND STAFF PARTICIPATING

J. Burke Knapp, Senior Vice President, W. C. Baum, Vice President,
Operations Projects Staff

A. Broches, Vice President and I. P. M. Cargill, Vice President,
General Counsel Finance

H. B. Chenery, Vice President, P. N. Damry, Secretary
Development Policy

Thl" doctilm-um 1n1 1h. a res-IreCII'd 1 htrI0 1 mid moy he sdh r iin o
cf theit 11h1i~al dties. Its conltenits 1may n10t othcrnnle be drclosed withtlut Wolld ILIAk atithol/l".11"l
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D t G. Blobel, Country Programs M. Haq, Director, Policy PlanningDirector, South Asia 
-and Program Reyiew Department

E. 11. RobrTraue 
M. Beutgen, South AsiaU. K. Ghoshal, Secretary's Department

BORROWTNG FROM DEUTSCHE BUNDESBAN;IK

2. The Executive Directors considered the President's memorandum entitled
"Proposed Borrowing from Deutsche Bundesbank" (R77-207) and, in the light ofa statement by Mr. Rotberg, adopted the following resolution:

RESOLUTION NO. 77-148

Authorization to Borrow D250,00 0 000
RESOLVED:

THAT the International Bank for Reconstruction and Development(hereinafter called the Bank) create and deliver to the DeutscheBundesbank, against payment at par, a Note in the principal amountof DM250,000,0 0 0 , such Note to be dated August 1, 1977, to bearinterest at the rate of 6-1/4% per annum payable on February 1, 1978and semi-annually thereafter on February 1 and August 1 in each year,and to mature August 1, 1982.

THAT the President, the Vice President, Finance, the Treasurer,the Deputy Treasurer, the Vice President and General Counsel and theAssociate General Counsel be and each of them is hereby authorized,
in the name and on behalf of the Bank, to execute and to deliver anyand all such documents, and to do any and all such acts andthings ashe shall deem necessary or advisable in order fully to carry intoeffect the purposes of this Resolution.

IDA LOCATIONS CRITERIA

DAThe Executive Directors discussed the President's memorandum entitled
"IDA Allocations Criteria" dated July 8, 1977 (IDA/R77-72[Rev.]), 

and
generally approved the eligibility criteria and allocation guidelines as setforth in the memorandum, noting that during the IDA V period, the Association
Would exercise a degree of flexibility in the application of these criteria
and guidelines, taking into account changes in the circumstances of member
countries that may occur during this period. It was also agreed that. the
Executive Directors were not endorsing, and had not been requested to
endorse, the list in the President's memorandum showing members deemed, on
present assessment, to be eligible for IDA financing: the list was open to
modification from time to time during the IDA V period according as circum-
stances justified reassessment in application of the approved criteria and
guidelines.

This document hrv a revtrictod distributio n n eUC yrcpet nyi hof their ofacial duties. Its contents namy not othrieb discl witou ol nk authritt n.
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the terms and conditions set forth in the form of Development Credit

Agreement (Rajasthan Agricultural Extension and Research Project)

between India and the Association and the form of Project Agreement

(Rajasthan Agricultural Extension and Research Project) between 
the

Association and the State of Rajasthan, which have been submitted

to the Executive Directors.

GRACE PERIODS AND FINAL MATURITIES ON IBRD LOANS IN FY77 AND FY78

6. The Executive Directors recorded their approval on July 11, 1977 of the

recommendation contained in the President's memorandum of June 28, 1977

regarding extension of grace periods (R77-197).

INTEREST SUBSIDY FUND (THIRD WINDOW)

7. The Executive Directors recorded their approval on July 11, 1977 of the

recommendation contained in the President's memorandum of June 30, 1977

(R77-199), namely, that the Bank accept the Belgian contribution to the

Interest Subsidy Fund as soon as formal notification thereof has been

received..

IDA - ADDITIONAL CONTRIBUTION BY THE UNITED KINGDOM

- 8. The Executive Directors recorded their approval on July 12, 1977 of the

proposal contained in the memorandum of June 30, 1977 (IDA/R77-87), and

adoption of the following resolution:

RESOLUTION NO. IDA 77-69

IDA Fifth Replenishment; United Kingdom -

Additional Contribution

WHEREAS the Report of the Executive Directors to th'e Board of

Governors on Additions to IDA Resources; Fifth Replenishment dated

March 29, 1977, and Resolution No. 102 of the Board of Governors

entitled Additions to Resources; Fifth Replenishment (hereinafter

referred to as the Fifth Replenishment Resolution), provide for

contributions to the Fifth Replenishment of the Association in an

aggregate total equivalent to US$7,.637,854,980, including an

unallocated amount equivalent to US$51,662,100; and

WHEREAS in order to reduce the unallocated amount the United

Kingdom desires to make an additional contribution in the amount of

f872,955.54 (equivalent to US$1,500,000 at the IMF representative

exchange rate of March 14, 1977);

NOW THEREFORE IT IS HEREBY RESOLVED AS FOLLOWS:

(a) The Association is authorized to accept from the United

This document has a restricted distribution and may be usd by recipients only in the performance

of their of~icial duties. Its contents may not otherwise be disclooed without World lank authorization.
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Kingdom an additional contribution in the amount of f872,955.54
(equivalent to US$1,500,000 at the IMF representative exchange rate
of March 14, 1977);

(b) The rights and obligations of the United Kingdom and the
Association in regard to such additional contribution shall be the
same as those set forth in paragraphs (c), (d), (e), (f), (g), (h)
and (i) of Section B and in Sections E and F of the Fifth Replenish-
ment Resolution.

FAREWELL TO MR. ISLAM

9. The Chairman made the customary presentation to Mr. Islam on the
expiration of his term of service and the Executive Directors recorded
their appreciation of his services and tendered him good wishes for the
future.

DATE OF NEXT MEETING

10. It was agreed to hold a meeting of the Executive Directors of the
Bank and' IDA on August 2, 1977.

ADJOURNMENT

11. The meeting recessed at 12:40 p.m., reconvened at 4:30 p.m. and
adjourned at 4:40 p.m.

Distribution:

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

- Directors and Department Heads, Bank and IFC

This document has a restricted distribution and may be used by recipients only in the performance
of their oflcial duties. Its contents may not otherwise be discIoaed without Worki Eank tuthori:ation.
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Mr. Robert S. McNamara May 13, 1980

Ernest Stern, VP, Operations

PRC Debt to United Kingdom

Mr. Anson mentioned to me today the problem of Chinese outstanding debts
to the United Kingdom and wondered whether he should make a statement on
them along the lines of his statement in the IMF at the time of their
consideration of the PRC representation issue. As you know, there is
about L200 million of bonded debt in default, including accumolated interest,
about 120 million of intergovernmental debt and approximately 1400 million
of private claims. The matter had been raised by the Foreign Secretary
during last year's visit of the Chinese Foreign Minister. I told Mr. Anson
that the Chinese were no doubt aware of his statement in the IMP and I
therefore saw little purpose to be served by a similar statement on
Thursday. London is apparently still considering the desirability of
a further statement. I explained our standard policy on questions of
expropriations and said that it would certainly be some time before we
were in any position to consider leading operations to China or be fully
conversant with all aspects of this issue. But certainly at an appropriate
time we would apprise the PRC of our standing policy if that were warranted.
Mr. Anson did not push the matter. If he makes any statement at all on
Thursday, it will no doubt be a low-key one.

cc: Mr. QurashiF-
Mr. Nurick
Mr. Golsong

EStern/lms
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: See below DATE: April 25, 1980

FROM: Murli, PAB

SUBJECT: CHINA

A meeting to discuss the proposals for financial settlement

with PRC/ROC was held on April 23, 1980. The meeting was attended by

Messrs. Nurick, Golsong, Scott, Forget, Chang, Perch and Murli. The

attached note summarizes the discussions.

Cleared with and cc: Messrs. Nurick, Perch

cc: Messrs. Golsong, Scott, Forget, Chang

JMurli:mm

;



April 25, 1980

CHINA

1. The arrangements for settlement proposed by the Bank involve

the following future payments:

A. To ROC

(i) IBRD Capital Subscriptions: US$ - Nil

NT$ - 3,094,284,085.66

Of the amount in NT$, NT$ 557.6 million (equivalent to

approximately US$ 15.5 million at the exchange rate of

2/29/80) are currently out on loan, an amount of

approximately NT$ 171,350 held in the form of cash and NT$

2536.5 million held in notes. The notes payable in NT$ would

be cancelled, while the amounts of NT$ out on loan (and the

small amount held in cash) would be returned as soon as the

loan amounts can be recalled. Assuming that the NT$ out on

loan are recalled as quickly as possible, the recall an be

completed by December 1, 1980 and payment made to ROC shortly

thereafter. 1/

1/ A proposal for accelerated recall of New Taiwan Dollars is

separately being sent by Controller's to the Vice President,

Finance.
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(ii) IDA Capital Subscriptions: US$ - 1,526,000.00

NT$ - 1,362,448,557.59

In terms of IDA's Articles of Agreement, subscriptions

are expressed in 1960 dollars. However, the Bank has

proposed that the amount payable in US$ be fixed at $1.526

million in current dollars, since this is the nominal amount

that ROC paid to IDA and is the amount previously discussed

with ROC. The amount in NT$ is entirely held in the form of

notes, which would be cancelled.

(iii) IFC Capital Subscriptions: US$ - 4,154,000.00

B. From PRC

The memorandum signed in Beijing on April 14, 1980 provides

for the following payments from PRC to the Bank Group:

(i) IBRD Capital Subscriptions: US$ - Nil

Renminbi - US$ 81.4 million

equivalent

The local currency portion indicated above is the

equivalent in current dollars of 9% of the present

subscription of 7,500 shares of capital stock valued at

$100,000 each in 1944 dollars (i.e. 7,500 x 100,000 x 0.09 x

1.20635). The amount payable in local currency is subject to

adjustment when the issue of valuation of IBRD capital stock
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is decided.

(ii) IDA Capital Subscriptions: US$ (1960) - 1,526,000.00

Renminbi - US$ 30.234 million

equivalent

The US$ (1960) amount represents the 10% portion of the

initial subscription (of ROC) of $30.26 million less the

amount of US$ (1960) 1.5 million paid out of the pre-1949

China subscription. The equivalent value in current dollars

would be subject to adjustment depending on the valuation of

the 1960 dollar. If valued at the rate of 1.20635 current

dollars to one 1960 dollar, the amount in 1960 dollars

translates to $1.84 million in current dollars.

The local currency portion was arrived at in the following

manner:

90% of initial subscription $ 27.234 million

(0.9 x $30.26 million)
Additional subscriptions of ROC 3.000 million

to IDA3, 4 and 5

$ 30.234 million

Since IDA subscriptions are expressed in 1960 dollars, the

local currency portion of the initial subscription ($27.234

million) should appropriately be expressed in 1960 dollars.

Using the conversion rate of 1.20635 current dollars to one

1960 dollar, this amount translates to $32.853 million in
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current dollars.

As regards the additional subscriptions, the additional

subscription to IDA3 was expressed in 1960 dollars, while the

subscriptions to IDA4 and IDA5 were expressed in current

dollars. The amounts were as follows:

Replenishment 1960 $ Current $

IDA3 1,176,080.00 1,418,764.11 a/

IDA4 1,122,350.00

IDA5 459,100.00

3,000,214.11

a/ Translated at 1.0 1960 dollar = 1.20635 current dollars.

The total local currency portion payable should thus come to

($32.853 million + $3.000 million), or $35.853 million.

It was decided that no attempt should be made at this

stage to change the figures in the April 14, 1980 Beijing

Memorandum but that PRC should he alerted informally that an

adjustment may be required to the local currency portion of

the IDA subscription.

(iii) IFC Capital Subscriptions: US$ 4,154,000.00
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2. It was agreed that the figures in this note would

consistently be used in all documents, including the forthcoming Board

memorandum as well as the letter being drafted to ROC, except that as

regards the amounts in NT$, the position as at April 30, 1980 will be

incorporated in the letter to ROC before issue.

Financial Analysis Division
Programming and Budgeting Department

/
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USWA CO CNBJ 140 C //.0
BEIJING 140/130 22 1735 PAGE 1/50 T/VS

MR MOEEN n!JPESHI cc: Mr. Rotberg
Mr. Thahane

SENIOR VICE PRESIDENT FINANCE Mr. Chang

INTBAFRAD Mr, Gabriel
Mr, Nurick

WA SH I NGTONDC Mr. Husain

FOR PAYMENT OF RENMINBl PORTION OF SUBSCRIPTIONS

TO WORLD BANK AND IDA %1E PAID 190,516,925.34 YUAN

AND 52,429,231.10 YUAN RESPECTIVELY TO YOUR DEPOSIT

ACCOUNTS IN PEOPLE'S BANK OF CHINA AT THE AVERAGE

EXCHANGE RATE OF SEPTEMBER 15 EXECUTED BY PANK OF

COL 190,516,925.34 52,429,231.10 15

ZY5 MR PAGE 2/53

CHINA THAT IS 1.4623 YUJAN FOR ONE US DOLLAR STOP
P30 ISSUED FOLLOIING NOTICES TO YOU QUOTE THIS IS TO

INFORM YOU THAT 14E HAVE RECE IVED FROM THE MINISTRY

OF FINANCE RENMINBI 190,516,925.34 YUAN AND DEPOSITED
IN THE ACCOUNT INTERNATIONAL BANK FOR RECONSTRUCTION

AND DEVELOPMENT REGARDS CHEN LI SIGNED DIRECTOR

COL 1.4623 190,516,925.34

ZY5 MR PAGE 3/30

BUREAU OF ACCOUNT.ING PBC UNQUOTE SAM1E TEXT FOR IDA IN AMIOUNT

OF 52,429,231.10 STOP ABOVE NOTICES 1IILL HAND YOU fITHIN

A FEW DAYS

LI PENG VICE 1I-NISTER OF FINANCE PRC
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The World Bank / 1818 H Street, N.W., Washington, D.C. 20433, U.S.A. * Telephone: (202) 477-1234 9 Cables: INTBAFRAD

September 11, 1980

Mr. Li Peng
Vice Minister of Finance
Ministry of Finance
Beijing
People's Republic of China

Re: China subscription to the capital
stock of the Bank and to IDA

Dear Mr. Peng:

As you know, on September 3, 1980, the Resolution authorizing
China to subscribe 4,500 additional shares of the capital stock of

the Bank was adopted by the Board of Governors. A copy of the
Resolution is attached as Annex A for your information. I am now
writing to you to outline the steps that China has to take to

subscribe to such additional shares.

1. Payments

Each additional share is valued at U.S. $100,000 of the weight

and fineness in effect on July 1, 1944. The final amount payable cannot

be determined until the Bank has decided how to value the 1944 gold
dollar. In the meantime, the Bank will accept payment at 1.20635 current

dollar to one 1944 gold dollar, subject to adjustment when the valuation

question has been resolved. On this basis, China will have to make the

following payments:

(a) on account of the 1% portion of the shares payable in gold or

U.S. dollars, payment should be made in the amount of U.S. $5,428,575.

This payment should be credited to the Account A - General of the Inter-

national Bank for Reconstruction and Development in the Federal Reserve

Bank of New York, attention, Foreign Department;

(b) on account of the 9% portion of the shares payable in Renminbi,

payment should be made in Renminbi in an amount equivalent to U.S.$48,857,175.

This amount should be computed in Renminbi at the market rate of exchange 
for

U.S. dollars in effect at the time of payment or shortly prior thereto.

Payment should be made to the Bank's account in the depository to be 
selected

by China pursuant to Section 11 (a) of Article V of the Articles of Agreement

of the Bank. In this connection, I would wish to remind you that China has
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not yet notified the Bank of the agency it has selected pursuant to that
Section. In accordance with Section 12 of Article V of the Bank's Articles
of Agreement, non-negotiable, non-interest bearing demand notes may be
substituted for the 9% portion of the subscription payable in Renminbi.
However, this procedure, which requires the approval by the Bank of various
documents, is somewhat time-consuming. In view of your Government's desire
to subscribe to the additional shares immediately, you may find it faster
to deposit the required amount in Renminbi rather than request a note sub-
stitution. A note may be substituted later on if you so desire. Enclosed
is a copy of the Bank's Circular No. 1, dated February 1, 1974, which sets
forth the conditions on which, and the procedures by which, members may
substitute notes for their -currency pursuant to Section 12 of Article V.

2. Documents

In addition to the payments described above, China should also provide
the Bank with a notice of subscription to the shares and a memorandum of law.
A model of a notice of subscription is attached for your convenience as
Annex B to this letter. With respect to the memorandum of law, no such
model is available, as its contents vary considerably in accordance with
the different constitutional and legal requirements of each country. The
Bank normally requires that the memorandum of law, which should be signed
by a legal officer of the Government who is authorized to give legal opin-
ions on Government action, set forth (a) the requirements under the member's
law for subscribing to the additional shares, (b) the manner in which these
requirements have been met (reference should be made to the document whereby
the subscription is made and the authority of the person signing such docu-
ment to validly bind and obligate the member), and (c) the requirements
under the member's law for making payments on the shares subscribed, includ-
ing the portion of such subscription which is left subject to call and any
amounts required to be paid in order to maintain the value of the national
currency portion of the subscription. The memorandum should conclude by
showing, on the basis of the foregoing, that China has taken all steps nec-
essary to carry out its obligations under the Articles of Agreement with
respect to the additional shares of capital stock subscribed and should be
accompanied by copies of all documents relied upon in the memorandum.

I hope this information will assist you and your colleagues in taking
the action required to subscribe to the shares which have been authorized.
We stand ready to assist you further if needed.

Before concluding this letter, I would wish to remind you that, while
the Bank has received the U.S. dollar payments which were to be made with
respect to the 7,500 shares China already holds in the Bank and its shares
in IFC, we are still awaiting notification that China has made the Renminbi

payments which are to be made on account of these shares in the Bank as well

as on account of China's subscription to IDA. For this purpose, as well as

for purposes of payment of the Renminbi portion of the newly authorized
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shares of the capital stock of the Bank, China must notify the Bank
of its designation of its central bank (or such other institution as
may be acceptable to the Bank) as depository pursuant to Section 11 (a)
of Section V of the Articles of Agreement of the Bank and the corre-
sponding Section 9 of Article VI of the Articles of Agreement of IDA,
as these payments must be made in this depository.

With kind regards,

Sincerely,

Moeen A. Qureshi
Senior Vice President, Finance

Attachments

Cleared with and bec: Messrs. H. Golsong
H. Scott
V. Chang
P. -Crevier

cc: Mr. C. Koch-Weser
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

CiCLAR No. I
INSTRUCTIONS TO MEMBER GOVERN-
MENTS AND DEPOSITORIES DESIG-
NATED BY THEM WITH REGARD TO
THE SUBSTITUTION OF NON-INTEREST-
BREARING NOTES OR SIMILAR OBLIGA-
TIONS OF SUCH GOVERNMENTS OR DE-
POSITORIES FOR CURRENCIES OF SUCH
GOVERNMENTS PAID IN ON THEIR SUB-
SCRIPTIONS TO THE CAPITAL OF THE

BANK

Washington, D. C. 20433
February 1, 1974



DEFINITIONS

As used in this Circular:

1. The term "Bank" means International Bank for Recon-
struction and Development.

2. The term "Articles" means the Articles of Agreement of
the Bank.

3. The term "Member" means a member of the Bank.

4. The terms "Member's Currency" and "Currency" mean
currency of a Member which has been or is required to be paid
to the Bank under Article II, Section 7 (i), of the Articles on
account of the 18% of the subscription of such Member to the
capital of the Bank which is payable in such currency, or which
is paid in to the Bank to meet amortization payments on loans
made with such currency.

5. The term "Depository" means a depository duly desig-
nated by a Member in accordance with Article V, Section 11 (a),
of the Articles.

6. The term "Notes" means notes or other obligations of a
Member or a Depository which shall be substituted for a Mem-
ber's Currency in accordance with Article V, Section 12, of the
Articles.

II

GENERAL

1. Section 12 of Article V of the Articles provides:

The Bank shall accept from any member, in place
of any part of the member's currency, paid in to the
Bank under Article II, Section 7 (i), or to meet amorti-
zation payments on loans made with such currency,
and not needed by the Bank in its operations, notes or
similar obligations issued by the Government of the
member or the depository designated by such member,
which shall be non-negotiable, non-interest-bearing
and payable at their par value on demand by credit to
the account of the Bank in the designated depository.

2. This Circular sets forth the terms and conditions on
which and the procedure by which a Member may substitute
Notes, pursuant to Article V, Section 12, of the Articles, for its
Currency.



3. The Bank has determined that in general, until it shall
otherwise decide, it will need for use in its operations 1% of the REQUESTS FOR SUBSTITUTION
aggregate amount of the 18% of the one-half of the subscrip-
tions of the respective Members which have been called for pay- 1. Any Member which desires to substitute Notes for its
ment in their Currencies under Section 7 (i) of Article II of the Currency shall deliver to the Bank a written request in English,
Articles. The foregoing determination is subject to the Bank's substantially in the form of the Form of Request set forth in
need for the Currencies of particular Members. Appendix A to this Circular, signed in the name and on behalf

Notes cannot be substituted for the amounts of the respec- of the Member by the official of the Member who is authorized
tive Currencies needed by the Bank for use in its operations. under the laws of the Member to sign such a request. Normally
Subject to the foregoing, the following computation shows the such a request is signed by the Minister of Finance of the Mem-
amount of a Member's Currency for which it may normally re- ber or an official holding an equivalent position.
quest that Notes be substituted in respect of each share (of the
par value of $100,000 in terms of U.S. dollars of the weight and 2. The request shall be accompanied by a specimen of the

fineness in effect on July 1, 1944) of the one-half of its sub- Notes which the Member proposes to substitute for its Currency.
scription to the capital stock of the Bank which has been called The Notes shall be substantially in the form of the Form of

for payment: Note set forth in Appendix B to this Circular.

(a) The amount to be retained by the Bank for 3. Each request shall be executed in triplicate. Two counter-
use in its operations ----------------- $ 180 parts shall be delivered to the Bank at its principal office at

1818 H Street, N.W., Washington, D.C. 20433, U.S.A., and one
(b) The amount for which the Member may counterpart shall be delivered to the Depository.

request substitution of Notes ----------... 17,820
$18,000 4. The Bank, after review of the request and before approv-

ing it, may request from the Member additional evidence to

4. In so far as possible, it is the desire of the Bank that the show to the satisfaction of the Bank that the request of the

terms, conditions and procedure herein set forth shall apply uni- Member and the Notes to be substituted for the particular Cur-

formly to all Members of the Bank. If, however, the fiscal or rency have been duly authorized, and that such Notes when
other laws of any Member of the Bank shall make it necessary executed and delivered to the Depository for account of the
for that Member to request any modification in the terms, con- Bank will be valid and binding obligations of the particular
ditions and procedure herein specified, that Member should Member or Depository, as the case may be, and will be lawfully

promptly communicate with the Bank stating the precise modi- held by such Depository for account of and subject to the order

fications requested and the reasons for the request. of the Bank. The nature of the evidence so to be submitted will
necessarily vary as among different Members by reason of vari-
ations in their enabling legislation and depending on whether

5. No substitution of Notes for any part of a Member's the Notes to be substituted are to be obligations of the Member
Currency under Article V, Section 12, of the Articles will be or of the Depository designated by such Member. If any docu-
permitted, unless and until a request for such substitution shall mont Debm it r d hsdgnated by thc Brnk
have been filed with the Bank in accordance with the provisions ment submitted as part of the evidence requested by the Bank
of this Circular and such request shall have been approved by shall not be in the English, French or Spanish language, it shall
the Bank. Accordingly, each Member is required to pay in its be accompanied by an official English translation thereof. All
Currency the full 18% of the one-half of its subscription which documents so submitted must be in form and substance satis-
has been called for payment in such Currency, unless such Mem- factory to the Bank.
ber shall have been notified by the Bank that its request to sub-
stitute Notes for such Currency has been received and approved IV
by the Bank.

PROCEDURE FOR EFFECTING SUBSTITUTION
6. The procedure for substitution of Notes set forth in this 1. When the Bank approves a request presented in accord-

Circular shall not apply to the 18% portion of the other one-half ance with Part III of this Circular it will by letter, or by cable-
of a Member's subscription which has been left uncalled, on the ar o
basis set forth in the relevant Resolutions of the Board of Gov- gram or radiogram, or telex, notify the Member and the Deposi-

ernors of the Bank, tory of such approval, and of any modifications of such request

2 3



which the Bank shall have approved; and will authorize the Appendix A
Depository to receive, for account of the Bank, Notes in the
approved form and denominations and in the approved aggre-
gate principal amount, duly executed by the persons designated FORM OF REQUEST FOR SUBSTITUTION OF NOTES
in such request, in substitution for an equivalent amount of
the Member's Currency. FOR CAPITAL SUBSCRIPTION PAYMENTS

2. When the Depository has received such Notes pursuant
to such approval it shall promptly notify the Bank thereof in
writing, or by cablegram or radiogram, or telex and shall hold International Bank for
the Notes in safekeeping for account of and subject to the order Reconstruction and Development
of the Bank. 1818 H Street, N.W.

Washington, D.C. 20433
3. The Depository shall honor all duly authenticated de- United States of America

mands, orders and other instructions of the President, or the
Senior Vice President, Operations, or the Vice President, Finance,
or the Vice President and General Counsel, or the Treasurer, or
the Deputy Treasurer of the Bank, and such other officers of the Dear Sirs:
Bank as may from time to time be designated by the Bank, with
respect to such Notes and shall be fully protected in acting in 1 ... . ----------------------.----------------- hereby

acodnewt n uhdmnodror other instruction. (Here insert name of Member making request)
accordance with any such demand, order rgives notice of its desire to avail itself of the provisions of Sec-

tion 12 of Article V of the Articles of Agreement of your Bank
by substituting for currency of the undersigned which has been

INTERNATIONAL BANK FOR paid or is payable on its subscription to the capital of your Bank

RECONSTRUCTION AND DEVELOPMENT non-negotiable, non-interest-bearing demand notes of --------

by - - - -
by ~ ~~~~~~~~~~~~~~insert .name -of __t he ,obl igor -o n -su .ch .notes )...............

2. The amount of such currency for which such notes are
to be substituted and the aggregate principal amount of such
notes is ---------------- ------------------

(Here insert amount)

P. N. DAMRY 3. Such notes will be in denominations of ---------- ---
Secretary (Here insert

....-..-..----------------------- and are to be in the form of the specimen
denominations)
note attached hereto and made a part hereof.

February 1, 1974
4. Also attached hereto are the specimen signatures of the

persons who have been duly authorized to sign and deliver such
notes.

5. It is hereby represented and certified that the execution
and delivery of such notes has been duly authorized in accord-
ance with applicable laws and regulations and such notes, in
such form, when signed by one of such authorized persons and
received by .--------------------------------------- as

(Here insert name of Depository)

4 5



Depository, for the account of your Bank will constitute valid Appendix B
and binding obligations of the obligor on such notes in accord-
ance with their terms and that they will be lawfully held by
said Depository for account of and subject to the order of your I)
Bank. FORM OF NOTE

6. It is understood and agreed that, notwithstanding the
delivery and acceptance of such notes in substitution for such 1. For value received, ............
currency: (Here insert name of Member or Depository

(a) the obligation of the undersigned, under the which i the obligo-;r;;;;;;.-.---..---.--..-.. hereby promises to pay to

Articles of Agreement of your Bank, to pay to your INTERNATIONAL BANK FOR RECONSTRUCTION AND
Bank the amount of such currency represented by such
notes shall only be discharged by payment to your Bank DEVELOPMENT on demand, the sum of ..............
of such amount in such currency and to the extent of
such payment, and - - ------------------ without interest.

(b) the rights and obligations of your Bank and
the undersigned, under said Articles of Agreement, in 2. All or any part of the sum aforesaid shall be paid, upon
respect of the value of such currency required to be demand made in writing or by duly authenticated cablegram or
paid to your Bank and the maintenance of such value radiogram or telex to
shall continue in full force and effect and, for that pur- (Here insert agency or officer to receive demand)

pose, the amount of such notes at any time outstanding by credit of the amount so demanded to the account of said In-
and unpaid shall be deemed to be the currency of the ternational Bank for Reconstruction and Development with the
undersigned held by your Bank and derived from cur- depository duly designated by ....... .............- 

(Here insert name of Member)
rency originally paid by the undersigned to your Bank, pursuant to Section 11 (a) of Article V of the Articles of Agree-
in accordance with said Articles of Agreement, on ac- ment of said International Bank for Reconstruction and Devel-
count of the subscription of the undersigned to the capi- opment. If payment of a part only of said sum shall be de-
tal stock of your Bank. manded and made, a notation of such part payment shall be

endorsed on the reverse of this note or, at the option of said
7. --------------.-- .----.. .--------- hereby International Bank for Reconstruction and Development, a new

agrees to execute and deiner t> your Bank any and all such note, in substantially the same form as this note, for the sum

further instruments and furnish such other information as you remaining unpaid hereon shall be executed and delvered i

shall reasonably request in order fully to comply with the provi- exchange for this note.

sions of Section 12 of Article V of the Articles of Agreement of
your Bank and with the provisions of the ab:ve-mzntierec Cir- 3. This note is executed and delivered pursuant to the pro-
cular No. 1, dated February 1, 1974, of your Bank. visions of Section 12 of Article V of the Articles of Agreement

of said International Bank for Reconstruction and Development.

Very truly yours,
4. This note is non-negotiable.

by -----------------------------------
(Signature and official title of person signing) - - -- --

(Name of obligor)

Dated:

Note: The request should be signed in the name and on behalf of the Member by the official by-------------------------------------
or representative of the Member who is authorized to sign such request. (Signature and official title of person signing on behalf of obligor)
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September 5, 1980

Mr. Li Peng
Vice Minister
Ministry of Finance
The People's Republic of China

Dear Mr. Peng:

As you requested in your letter dated August 15, 1 want to confirm

receipt of the amount of US$5,994,890.10 to the Federal Reserve Bank of

New York with $1,840,890.10 to the account of IDA and $4,154,000.00 to

IFC's account. My associates have already acknowledged receipt of these

payments by cable. A share certificate of the International Finance

Corporation has been prepared and will be sent to you in the near future.

I want to express our appreciation of the support of the People's

Republic of China to the World Bank Group and to assure you that we very

much look forward to contributing in any way we can to the development
efforts of the People's Republic of China.

With best personal regards.

Yours sincerely,

Moeen A. Qureshi
Senior Vice President, Finance, IBRD
Executive Vice President, IFC

Cleared with and cc: Mr. Chang
Mr. Burkes

cc: Mr. Rotberg
Mr. Gabriel
Mr. Nurick
Mr. Thahane
Messrs. Wood/Applegarth

PBiraben/MAQureshi:gmb
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A6 27 
TELEX AUGUST 27, 1980

KINISTRY OF FINAMCE

BEIJING, THE PEOPLE'S REPU3LIC OF CHIA

FOR MR. LI PENG, VICE MINISTER Of FINANCE RE YOUR LETTER

OF AUGUST 15 WE CONFIRM RECEIPT OF UNITED STATES DOLLARS

1,840,890.10 PAID TO T9E ACCOUNT OF IDA. IFC WILL BE

CONFIRMING AMOUNT PAID TO THEIR ACCOWJT SEPARATELY.

REGARDS, VICTOR CHAqG, DEPUTY COTROLLER

ItDEVAS

File: Subs. - People's Rep.of China POJotn/ja

Victor C, Chang
cc: tessrs. iLtreei, tattcri,

Perch/Gray, Duarte (o/r) Cn olr'



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Mr. Judhvir Parmar, Acting Executive Vice President DATE: August 18, 1980

FROM. Marshall Burkes

SUBJECT: CHINA - Membership Capital

The New York Fed called this morning to indicate that China
had deposited $4.1 million in our account. This is the same amount
of funds that was forwarded to Taiwan a couple of weeks ago. We
have not received any direct communication from China and will await
the receipt of the capital subscription. We will process the stock
certificates in the next week or so but will hold them for final
clearance by the General Counsel pending the documentation at that
time.

cc: Mr. ureshl
r. earns

Mr. McClure
Mr. Camacho
Mr. Thahane
Mr. Bell

MBurkes:am



Record Removal Notice Aive!;;
& Records Management

File Title Barcode No.
China - General Issues - Correspondence - Volume 3

1661328

Document Date Document Type
15 August, 1980 Letter

Correspondents / Participants
To: Moeen A. Qureshi, Senior Vice President
From: Mr. Li Peng, Vice Minister of Finance

Subject / Title
Re: Payments of Subscriptions to IDA and IFC

Exception(s)
Financial Information (iv)

Additional Comments
The item(s) identified above has/have been removed in
accordance with The World Bank Policy on Access to
Information. This Policy can be found on the World Bank
Access to Information website.

IWithdrawn by Date
Tonya Ceesay 06-Oct-16

Archives 1 (January 2016)



Record Removal Notice Bar
&Records Managemwent

File Title Barcode No.
China - General Issues - Correspondence - Volume 3

1661328

Document Date Document Type
02 July, 1980 Memorandum

Correspondents / Participants
To: Executive Directors
From: President Robert McNamara

Subject / Title
Re: Increase in Subscription of China to the Capital Stock of the Bank

Exception(s) -----
Attorney-Client Privilege

Additional Comments
The item(s) identified above has/have been removed in
accordance with The World Bank Policy on Access to
Information. This Policy can be found on the World Bank
Access to Information website.

Withdrawn by Date
Tonya Ceesay 06-Oct-16

Archives 1 (January 2016)



Record Removal Notice Ar _;6

& Records Management

File Title Barcode No.
China - General Issues - Correspondence - Volume 3

1661328

Document Date Document Type
27 June, 1980 Board Record

Correspondents I Participants

Subject / Title
Draft Board Record

Exception(s)

Additional Comments
The item(s) identified above has/have been removed in

Declassification review of this record may be initiated upon request. accordance with The World Bank Policy on Access to
Information. This Policy can be found on the World Bank
Access to Information website.

Withdrawn by Date
Tonya Ceesay 06-Oct-16

Archives 1 (January 2016)



Record Removal Notice A Vraoi

& Record; Management

File Title Barcode No.
China - General Issues - Correspondence - Volume 3

1661328

Document Date Document Type
27 June, 1980 Memorandum

Correspondents / Participants
To: Mr. Robert S. McNamara
From: H. Golsong

Subject / Title
Re: China

Exception(s)
Attorney-Client Privilege

Additional Comments
The item(s) identified above has/have been removed in
accordance with The World Bank Policy on Access to
Information. This Policy can be found on the World Bank
Access to Information website.

Withdrawn by Date
Tonya Ceesay 06-Oct-16

Archives 1 (January 2016)



Record Removal Notice airi
SRecords Management

File Title Barcode No.
China - General Issues - Correspondence - Volume 3

1661328

Document Date Document Type
26 June, 1980 Letter

Correspondents / Participants
To: Mr. Pu Shan
From: Associate General Counsel

Subject / Title
Re: China

Exception(s)
Attorney-Client Privilege

Additional Comments
The item(s) identified above has/have been removed in
accordance with The World Bank Policy on Access to
Information. This Policy can be found on the World Bank
Access to Information website.

Withdrawn by Date
Tonya Ceesay 06-Oct-16

Archives 1 (January 2016)



OFFICE OF THE PRESIDENT

Informal Meeting of EDs on China's Request for a Special Capital Subscription
Increase and an Additional Seat on the Board, June 24, 1980

Present: Messrs. McNamara, Drake, Anson, Morioka, Mapa, Kalfan, Al-Hegelan, Sutter,
Looijen, Mayobre, Narasimham, Guimaraes, Mentre, Kabbaj, Zain, Kurth,
CKing, Abdulai, Coates, Qureshi, Thahane, Gabriel, Nurick, Golsong, Scott,
Koch-Weser

In introducing the meeting, Mr. McNamara explained China's request for a

quota increase in the Fund and a subscription increase in the Bank on a schedule to
permit the EDs and the Governors to act on the request before the October elections.
Although the Fund would probably act on the quota request before those elections, it
would probably do so only shortly before the Annual Meeting, i.e., too late for the
Bank then to process the subscription increase. Considering these timing constraints,
there were three alternatives for Bank action:

(a) Process China's request on its merits without waiting for the Fund; there
had been such exceptions in the past;

(b) Defer action until the Fund acted which would almost certainly leave
China without Board representation until November 1982; or

(c) Delay action on the subscription increase until after the Fund had acted,
but in the meantime ask the Governors for a vote on the 21st seat and a provision
which would allow China to vote for that seat after it had obtained the subscription
increase.

He emphasized that China's request for a subscription was reasonable; it amounted to
substantially fewer shares than China would hold if it had maintained its position
among members since the early years of the institution.

Mr. Looijen enquired whether the Bank could not move in parallel with the
Fund. Mr. McNamara replied that this was not possible in the case of the Bank be-
cause China had to go through a procedure of subscribing to the increased shares
after the Governors had voted. Mr. Looijen argued that the Fund would face the
same problem. Mr. McNamara said that this was not the case; for one, the Fund did
not need to create an additional seat for China. In response to a question, he ex-
plained that the IMF mission would be in China from June 30; it would face serious
problems in obtaining the necessary data for the quota paper because the Chinese
data base had been destroyed during the Cultural Revolution. It would take the
Fund about 4-5 weeks from now to prepare the quota paper, then there would be the
August recess, after the recess Fund Board action would be taken which in turn
would then lead to a vote by the Governors.

Mr. Drake suggested that, in view of the fact that creation of a 21st
seat seemed to be a prerequisite for everything, this process should be set in train
with the Governors. As to China's desire to obtain additional shares, this request
could be met from the Bank's authorized but unallocated shares; therefore, no
Governors' vote was required and the Board could act on this issue very quickly
after Fund quota action; possibly the Bank could take an interim step after the
Fund had established the quota but not yet reached a decision. Mr. McNamara said
that, although a Governors' vote was not required for the selective capital increase,
custom clearly required that this resolution be submitted to a vote by the Governors.
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He emphasized again that the Bank had to allow for time for the Chinese to sub-
scribe; the Chinese bureaucracy would need some time. Mr. Drake said that the
Bank should not create awkward precedents. Mr. McNamara said that one possibility
would be to start down the route of Alternative A and then to take a further read-
ing of the situation before the Fund Board meeting on the issue. In other words,
checkpoints should be built into the schedule and management would come back to the
Board if any deviation from parallelism with the Fund turned out to be required.

Mr. Narasimham enquired whether the establishment of China's Fund quota
was a prerequisite for the Bank to proceed according to Alternative A, i.e., decid-
ing the issue on its merits. As to Mr. McNamara's third Alternative, he asked
whether the creation of a 21st seat would be linked to a proviso that the seat was
to be filled by China. He emphasized that no LDC constituency should be replaced
by China. He suggested exploring the third Alternative outlined by Mr. McNamara,
i.e., taking time on the subscription increase in order to follow Fund action.

Mr. Mentre advocated waiting for the Fund quota decision before granting
a special subscription increase, but ensuring creation of the 21st seat in the
meantime as contained in Mr. McNamara's Alternative C. In his view, the IMF might
also have to create an additional seat; in that event, there would be no difference
between Fund and Bank action as to the time required. The same was true with regard
to China's financial transactions required in both institutions after the Governors
had reached a decision; in other words, the Fund also had to make preparations, en-
suring that China could act quickly after the Governors had voted. Mr. McNamara
argued that the relative position of China was different in the Fund and the Bank;
it was his understanding that, in the case of the INF, even with the requested quota
increase, China would not be able to claim its own seat, whereas in the case of the
Bank, China clearly could claim its own seat if it controlled 12,000 shares.

Mr. Abdulai said that for the African countries the 21st seat was the most
important issue. The Bank should continue to proceed with action which could be
accomplished without the Fund. He enquired about the relationship between the Fund
quota increase and the Bank's capital subscription increase. Mr. McNamara replied
that Fund action on an increased quota was expected to be consistent with the Bank
proposal of increasing China's subscription by 4,500 shares; also, any emerging dis-
tortion could later be corrected by the GCI.

Mr. Anson enquired about the precedents mentioned for Alternatives A and
C to which Mr. McNamara had referred. He agreed with Mr. Mentre as to the assess-
ment of the situation at the Fund. Fund management would have to see to it that
the Board was not disturbed; China would undoubtedly want to lead a constituency
and that might well require the addition of a seat. Also, the statistical informa-
tion which the Fund would collect on China was relevant to the Bank. Mr. McNamara
repeated that the Fund management had informed him that--as of today--the Fund was
not planning on an additional seat. Clearly China was not pushing for its own seat
in the Fund as much as it did in the case of the Bank. He emphasized again that,
if Alternative B were to be followed, there would be no China representation in the
Board before 1982. Mr. Mentre argued that he was not in favor of a situation where
China would not be represented until 1982 but, on the other hand, he was not con-
vinced that this would be the result of pursuing Alternative B.

Mr. McNamara concluded that a course of action which involved a strong
probability that China would be represented in the Board only by 1982 should be
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avoided. He suggested that possibly the most appropriate course of action would
be to pursue for the next 2-6 weeks Alternatives A and C and to wait for the return
of the Fund mission before reconsidering the matter. Mr. Nurick then briefly men-
tioned the precedents for Alternatives A and C; an interim election for an addi-
tional ED had taken place in 1947, and recent special increases for Japan and Iran
had been decided without Fund parallelism.

Mr. Looijen said that, in his view, the creation of a 16th elected seat
for China de facto created an appointed seat. Mr. McNamara disagreed; he was not
prepared to recommend an additional appointed seat and the Chinese had not asked
for one recently. He admitted that there had been some confusion on this issue
because, at a meeting in Beijing with representatives of major Western Governments,
the PRC had asked for an appointed seat.

Mr. Zain asked why the Bank's management was in such a great hurry to act
on China's request; in his view, the Bank could create the 21st seat, then wait for
Fund action on the quota before seeking a Governors' vote on the special subscription
increase and, finally, have China vote the shares and occupy the seat. Mr. McNamara
pointed to the fact that the positions in the Chinese Government on membership in
the Fund and the Bank were sharply divided. An unfortunate situation had been cre-
ated in the Fund in the recent past as a result of the handling of the gold restitu-
tion issue. Therefore, the Bank had to be very sensitive; specifically, it had to
avoid causing the Chinese to fear that the Bank acted in ways contrary to what the
Government expected. In his view, this was a very difficult situation to deal with.
Both sides had to go through a learning process.

Mr. King said that he appreciated Mr. McNamara's point on the nature of
the additional seat to be created. He enquired about a more specific timetable for
further action. Mr. McNamara said that one scenario would be to bring both issues
to the Board and to defer a Board meeting until September 2; then allow two weeks
for the Governors' vote until about September 16; and then ask the Chinese to take
the necessary action on the subscription before September 30. Under this scenario,
management would distribute the papers to the Board by August 16; by then manage-
ment would have a clear idea as to the action the Fund management would recommend.
This was a very tight but operable time schedule. Until the recess, the Bank would
move along two parallel courses, preparing paperwork for Alternatives A and C.

Mr. King asked whether Alternative A constituted a substantial departure
from parallelism. Mr. McNamara replied that it was a departure. In his view, if the
Fund did not move on the request before the Annual Meeting, it would find itself in
an unstable position and would therefore have to take action before 1982.

Mr. Anson said that he had the impression that it was the general desire
of the Board not to go ahead without the Fund. He suggested that the two manage-
ments together develop their timetables for action which the EDs could then look at.
Mr. McNamara said that the Fund was not in a position to say today when it would be
able to reach a decision.

Mr. McNamara summarized that he sensed a strong reluctance of EDs to move
ahead of the Fund, but also a desire to avoid a situation where China would be
represented in the Board only after 1982. He therefore recammended that the Directors
endorse, until a point of no return (which could be early August), proceeding accord-
ing to Alternatives A and C. Before reaching any point of no return, he would call
another informal meeting.
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Mr. Narasimham agreed with Mr. McNamara's proposal. He asked on what
basis the Bank would proceed under Alternative A in the absence of statistical
data. Mr. McNamara explained that there were two bases: (a) the shares China
would hold if the PRC had remained a member over the years, and (b) China's
economy compared to the economy of other countries. Under both, China would be
entitled to a larger subscription than the one requested. The Bank had encouraged
the PRC authorities to hold down the number of shares requested.

Mr. Mapa supported Mr. McNamara's proposal of following Alternatives A
and C simultaneously. He pointed to the importance of the 21st seat.

Mr. King warned that some governments had not yet decided on the issue of
creating a 21st seat. Mr. McNamara agreed; further consultations were needed.
Several governments had in the past stated that they were opposed to a 21st seat;
he had always maintained the position that a 21st seat should be created if other-
wise a Latin American or sub-Saharan seat were lost. The issue would have to be
decided with full reflection, and enough time had to be allowed for that.

In response to a question by Mr. Mentre, Mr. McNamara said that--in their
present contacts with the Chinese delegation- -Bank officials had emphasized that the
Bank action would have to await the return of the Fund mission and IMF quota action.
He agreed with Mr. Mentre that, with regard to the 21st seat to be reserved for
China, the resolution should not mention the specific country by name.

It was agreed that in pursuing the dual course Bank staff would prepare
the necessary draft papers which would be distributed shortly to the EDs for informa-
tion. Another informal meeting of EDs should probably be convened in mid-July.

cc: Mr. Qureshi
Mr. Stern
Mr. Husain
Mr. Golsong

CKW
July 1, 1980
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Beijing, June 10, 1980

Mr. Robert S. McNamara, President,

International Bank for Reconstruction and Development,

Washington, D.C.

Dear Sir:

I trust that you have received Foreign Minister Huang

Hua's message dated May 31, informing you that I have been

appointed by the Government of the People's Republic of

China as the Governor representing China in the IBRD, IDA

and IFC. I look forward to a fruitful cooperation with you

in the future activities of the World Bank Group.

It was stated in the Memorandum signed between the

mission of the World Bank Group and the Chinese side in

Beijing on April 14, 1980 that "China expects to have an early

opportunity to increase its portion of the Bank's capital

stock to a size which would be representative of China's

position amongst nations." It went on to state that "China

is an original member of the IBRD, and had had an Executive

Director for a considerable number of years after the

establishment of the IBRD. Subsequently, owing to well known

reasons, China had not had an Executive Director on the Board.

The Chinese representatives believed that this state of

affairs should be changed once China was represented in the

IBRD by the Government of the People's Republic of China.

They looked toward the next election of the Executive

Directors to take place at the forthcoming Annual Meeting of

the Board of Governors in October to remedy the situation."

In view of the above two points, I am pleased to inform

you that:



1. My Government has decided to make a special

capital increase of 4,500 shares, 
raising the total of

China's portion of the Bank's capital stock 
to 12,000 shares.

2. We look toward the Annual Meeting of the Board of

Governors this year to take a decision on 
the question of

a Chinese Executive Directorship. We hold that China should

be entitled to appoint its own Executive 
Director because

this would befit China's international 
standing. To ensure

that China's appointment of an Executive 
Director does not

adversely affect the present representation 
on the Executive

Board, we suggest that the current number 
of twenty Executive

Directors be increased to twenty-one, 
among whom the number

of appointed Executive Directors 
be increased from five to

six, with China being the sixth country 
appointing its own

Executive Director.

I fervently hope that you will kindly use your good

offices to bring about a smooth and simultaneous 
resolution

of these two questions at the forthcoming Annual Meeting

this year.

Please accept the assurances of my highest consideration,

(Signed) Wu Bo,

Minister of Finance of the

People's Republic of China
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION

1DhCLASS*TF OFFICE MEMORANDUM CONFIDENTIAL

OCT 0 6 2016
TO: m.R E Qureshi, Vice President, Finance DATE: June 16, 1980

WB ATrough: Mr. K. Georg Gabriel, Director, PAB
FROM: Paul V. Applegarth, Chief ncial Analysis b sion, PAB

SUBJECT: China Capital Increase - Attached Tables

1. The table on Board representation includes Secretary's
Department's projections regarding constituency changes in October.

2. You should note that at present exchange rates, we can
squeeze China into existing authorized shares (only 74 shares are
left over). If the dollar continues to deteriorate, we could look
to an increase in authorized capital, expiration of Resolution 258,
or scaling back of the post-GCI increases for OPEC and Korea
recommended in the Selective Criteria meeting.

Attachment

cc: Messrs. Nurick, Golsong, Thahane

PVApplegarth/mjw



ATTACIPIENT

IBRD - ALLOCATION OF SHARES UNDEP GCI AND THEREAFTER

Number of Shares
General Capital Increase With

Without Scaling Down
Scaling
Down I a/ II b/

(1) Present Authorized Capital 340,000 340,000 340,000

(2) Authorized increase under GCI 331,500 302,801 2962_96

(3) Total Authorized Capital after GCI 671,500 642,801 636,296

(4) Present subscriptions, including approved 335,697 335,697 335,697
increases c/

(5) Authorized subscriptions under GCI 307,190 280,529 274,503

(6) Total subscriptions after GCI 642,887 616,226 610,200

(7) Margin between total Authorized 28,613 26,575 26,097
Capital and total subscriptions after GCI
[line (3)-line (6)]

(8) Additional allocation for India under 442 406 397
GCI (preemptive right)

(9) Allocation for pending new members
(including GCI)
- Regular shares 1,775 d/ 1,701 1,684
- Membership shares 1,500 / 1,500 1,500

(10) Potential requests (maximum) under 2,209 2,209 2,209
Resolution 258 f/

(11) Balance 22,687 20,759 20,306
[line (7)-line (8)-line (9)-line (10)

(12) Potential requests on Yugoslavia precedent 11,734 11,242 11,130

(13) Available for Selective Increases 10,953 9,517 9,176
[line (11)-line (12)]

(14) Selective Increases Proposed 5,160 4,943 4,895
(Saudi Arabia, UAE, Kuwait, Korea)

(15) Available for others 5,793 4,574 4,281
[line (13)-line (14)]

(16) Allocation for China 4,500 4,500 4,500

(17) Available for others under new criteria 1,293 74 (209)
for selective increases.

a/ Calculated on the basis of the 6/13/80 rate of 1 SDR = $1.321.
b/ Calculated at a hypothetical exchange rate of 1 SDR = $1.35.
c/ Under Res. 258 includes Kuwait (523 shares); under Res. 313/314 includes all countries

except Singapore (591 shares).
d/ Djibouti (60 shares), Dominica (31 shares), Seychelles (21 shares), St. Lucia (56 shares),

St. Vincent (25 shares) and Zimbabwe(1,582).
e/ Represents 250 "membership" shares each for the six new members.
f/ Includes all allocations under Resolution 258 that are available for subscription, except

Kuwait's allocation which is included above.

PAB
6/16/80
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Seychelleos 11 261 .07 271 521 .07 271 521 .07
South Africa 3463 3713 .o9 6954 7204 1.00 6954 7204 .9

Sub-Total 3725 41,7F I.1 7967 8717 1.21 7967 8717 .

CRA:PI TOTAL 34 114 37614 100.00 64314 7 9354 100.00 701248 736245 100 0

of which:

AT1 I C013PIT71S 2!6210 220960 58.75 423333 42P0,3 59.51 423333 42P003 58. 14

PART II COU:3TRIES 12 !17t, 10676 40.00 253004 282854 30.28 260948 29944P 40.17

COITRIRS T "R -171P'TFl 372P 4478 1. 1" 7967 P717 1.21 7067 F717 1.
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TO Messrs. McNamara, Qureshi, Gabriel, Golsong, Nurick, June 13, 1980
and Husain

3(M T. T. Thahane, Vice President and Secretary

ci _c China - Request for Capital Increase

1. In his memorandum of June 11, 1980, Mr. Golsong reported that
Counsellor Cao of the Chinese Embassy indicated to him that an official
request for an increase in IBRD shares of 4,500 shares was coming.
This would therefore mean that China's total shares would be 12,000
excluding the 250 membership shares. The purpose of this memorandum
is to provide some calculations on the number of shares that are
unallocated, hence, would be available to meet China's request under
the General Capital Increase.

2. Attachment I presents IBRD authorized capital and allocations
under GCI and thereafter. In Attachment II, information is presented
on the unallocated capital shares after allowing for 4,500 for China.
Also included in Attachment II is the possible total of unallocated
shares assuming that Resolution 258 is allowed to lapse at the end
of June, 1980. Attachment III presents the voting power of the Big Five,
China and India, assuming that China gets the 4,500 shares and Japan
takes the 4,000 shares provided under Resolution 335.

3. After allowing for shares to new members and under Resolution 258
and Resolutions 313/314, the total unallocated shares are 22,041 (see
Line 11, Attachment I). Assuming that all potential requests to
achieve parallelism with the IMF quotas (81.69003%) were honored, the
unallocated shares would be reduced to 10,280. If the Selective
Capital Increase proposed for Saudi Arabia, UAE, Korea and Kuwait
were to be approved, then available shares for allocation would be
5,120. If China's request for 4,500 were granted, then the remaining
unallocated shares would be 620. If no subscriptions were made under
Resolution 258 by the time it lapses, 4,277 shares would be released,
thus bringing the total unallocated shares to 4,897. I understand,
however, that Kuwait has indicated willingness to subscribe to
523 shares under Resolution 258. If this were to occur, then the
unallocated shares would be reduced to 4,374. From these figures, it
appears that China's request can be accommodated without any difficulties.

Issues

4, The main issues on which we need to reach some agreement or a
common approach are:

(i) Do we proceed with the processing of the request for
the 4,500 shares independently of the IMF calculations
of China's quota?

. ./2
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(ii) Do we proceed to seek the approval of the Governors
to the expansion of the size of the Board now, or
wait until the quota processing has been completed
in the Fund?

(iii) Can we obtain an assurance from China that the
allocation of 4,500 shares would satisfy their
request under paragraph A(b) of the memorandum signed
in 1 eij ing?

Confirmation of China that this action would
satisfy the request in that memorandum would
make it much easier to obtain the approval of
the Governors to the increase in the size of
the Board.

Approach

5. In my view, it is better to inform the Board at the earliest
opportunity of China's official request; then follow up by setting up
the Committee on Election of Executive Directors towards the end of this
month. That Committee could then address the question of an increase
in the size of the Board, as well as ensure that there would be, in
the October elections, 16 elected Executive Directors, although one
of them would be voted for by China alone.

Attachments

cc: Mr. Koch-Weser
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IBPJD - ALLOCATION OF SHARES ULDER GCT AND THEJAFK91
No. of
Shares

(1) Present Authorized Carital . . . 340,000

(2) Authorized increase under GCI + 331,500

(3) Total Authorized Capital after GCI . = 671,500

(4) Present subscription, including approved increases a/ . 335,697

(5) Additional subscription under GCI . + 307,190 (93.6%)-

(6) Total subscription after GCI 642,887

(7) Margin between total Authorized Capital and total
subscription after GCI (line (3)-line (6) . . 28,613

(8) Additional allocation for India under GCI
(Freemptive right) . . . 442

(9) Allocation for pending new members (including GCI) b/ . . 353

1,500 c/

(10) Potential requests (maximum) under Res. 258 d/ . . 4,277

(11) Balance - (line (7)-line (8) -line (9)-line(10) . . . 22,041

(12) Potential requests on Yugoslavia precedent (i.e., 81.69003o
of Fund quota) . . . . . 11,761

(13) Available for Selective Increases (i.e., unallocated)
(line (11)-line (12) . 10,280

(14) Selective Increases Proposed (based on support of IBRD)
(Saudi Arabia, UAE, Korea, Kuwait) . . . . . 5,160

(15) Available for Allocation . 5,120
(line (13)-line (14)

a/ Under Res. 258 includes Kuwait (523 shares); under Res. 313/314 includes
all countries except Singapore (591 shares).

b/ Djibouti, Dominica, St. Lucia, St. Vincent and Grenadines, Seychelles, and
Zimbabwe (assumes 160 + 250).

c/ Represents 250 "membership" shares for each of the six new members.
/ Includes all allocations under Res. 258 that are available for subscription.

PAB and SEC
6/13/80



ATTACHMFNT II

BANK CAPITAL AFTER CCI

Shares From Att. I

Total Authorized Capital 671,500

Unallocated 22,041 Line 11

Potential requests based on
81% of IMF Quota 11,761 Line 12

Available for Allocation 10,280 Line 13

Selective Increases based on support of
Bank (Saudi Arabia, UAE, Korea, Kuwait) 5,160 Line 14

Available for Allocation 5,120 Line 15

Potential Allocation to China 4,500

Net Unallocated 620

Assume Resolution 258 Lapses (6/30/80)

Maximum Shares Released (including
Kuwait - 523; USA - 1,231) 4,277

Total Unallocated 4,897

Assume Kuwait Subscribes Under Resolution 258

Maximum Shares Released 3,754

Total Unallocated 4,374



ATTACHENT TI:

Voting Power of tBig Five', China and India

Showing Current Voting Power, and assuming:

(A) Increase by China of 4,500 shares
(B) Increase by Japan of 4,000 shares (under Res. 333)

(C) Preemptive increase by India of 442 shares

Percent
Voting as of Assumption Assumption Assumption

Member Power 6/13/80 A B C

United States 70,833 21.39 21.10 20.85 20.83

United Kingdom 26,250 7.93 7.82 7.73 7.72

Germany 17,862 5.39 5.32 5.26 5.25

France 17,817 5.38 5.31 5.25 5.24

Japan 13,789 4.16 4.11

(17,789) 5.24 - 5.23

China 7,750 2.34
(12,250) 3.65 3.61 3.60

India 11,583 3.50 3.45 3.41
(12,025) 3.54

SEC
6/13/80
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WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Mr. Moeen Qureshi DAI April 8, 1980

(through K. Georg Gabriel, Director, PAB)
FROM: Paul Apple h

SUBJECT: Maintenance of Value

Resolution of the maintenance of value question could affect pay-
ments to and from China in several ways:

(a) The Bank is currently accepting subscriptions to new shares at
a rate of $l.20635/SDR, subject to subsequent adjustment. If the SDR is

adopted as the standard of value, additional payments equal to the difference

between the current SDR/$ rate (about $1.27) and $1.20635 would be required.

(b) Settlemen* of maintenance of value payments have been suspended,

except for those countries which officially change their central bank rate

against a 1.20635 standard. As long as the SDR/$ rate exceeds 1.20635, adopt-

ing the SDR will require additional payments from all shareholders.

(c) IDA repayment obligations are denominated in 1960 dollars, but re-

payments are accepted provisionally at a rate of 1.20635. Adopting the SDR

as the logical successor to the 1944 and 1960 dollars could increase the
amounts due from IDA borrowers both for future payments and amounts already
repaid at the provisional rate.

PVA:ba



WORLD BANK / INTERNATIONAL FINANCE CORPORATION

OFFICE MEMORANDUM
TO: Mr. Moeen A. Qureshi, VP, Finance DATE: October 26, 1979

rhrough: Mr. K. Georg Gabriel, Director, PAB
FROM: Paul V. plegarth, Chief, Financial Analysis, PAB

SUBJECT: China - Possible Subscription

1. You asked for our analysis of the "proper" subscription for the
People's Republic of China (PRC), should it join the Bank. This note will
indicate that the range of possible subscriptions is fairly large, with
China becoming anywhere from the third to the eighteenth largest Bank
shareholder. After exploring the various alternatives, we believe a
subscription tied to China's historical subscription in the Bank, adjusted
to offset the unusual circumstances surrounding the development of its
subscription, is preferable. Under this approach, and depending on the
variant taken, China would become either the sixth or eighth largest
shareholder, with a pre-GC1 subscription of approximately 10,000 - 12,000
shares and a post-GCI subscription of 20,500 - 23,000 shares. This note
concludes with a brief discussion of the Chinese position in IDA and IFC.

Bank

2. History: China is one of the three IBRD charter members whose
initial subscription in the Bank was greater than its initial quota in
the Fund. In 1960 the Republic of China (ROC) was permitted to reduce
its Bank subscription so that its ranking in the Bank substantially
corresponded to its ranking in the Fund. This was effected by a transfer
from the ROC to the Bank of 2,250 shares (out of the 6,000 then held).l/
China's subscription was subsequently doubled as part of the doubling ;f
the Bank's capital in 1960 2/ to 7,500 shares.

3. China was not included in the special capital increases approved
in Res. Nos. 218 (adopted April 30, 1965), 258 (adopted July 31, 1970)
and 314 (adopted February 9, 1977). As a result, China's present subscrip-
tion remains 7,500 shares.

4. Possible Subscriptions: If the PRC joins the Bank, the "proper"
number of shares could be derived in several ways:

(A) The PRC could retain Taiwan's present subscription:
i.e. 7,500 shares.

If the issue of the PRC's joining is merely one of representation,
the question of increasing its capital does not necessarily arise. A sub-
scription of 7,500 shares represents 2.59% of total IBRD shares outstanding
on June 30, 1979, and would make the PRC IBRD's tenth largest shareholder.
China is not accorded any shares under the GCI resolution. Without some
adjustment, 7,500 shares would make China the eighteenth largest share-
holder after the .CI, This position might not reflect. Chinals economic
strength but countries whose IBRD shares also do not reflect their economic

I/ By Res. No. 139, adopted June 30, 1960.
2/ By Res. No. 128, dated September 1, 1959, approved July 19601
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strength may argue China is in the same situation as they, and should not
be accorded an increase without an increase for themselves. We find this
"hardline" approach troubling because it fails to recognize the artificial
constraints on the past growth of China's subscription, and hence would
not recommend it.

B. The PRC could be accorded shares related to its calculated
quotas.

As the PRC makes more economic data available, it should be
possible to determine its calculated quota under the customary IMF formulas,
and derive an appropriate number of shares for the Bank.l/ This could be
most easily defended if the PRC were to apply to the BanT as a new member.
The complication would be the 7,500 shares still held by Taiwan, unless it
was decided both governments should be members. Absent any other alternative,
Taiwan's shares could be eliminated by having the PRC assume the ROC shares,
withdraw from the Bank and reapply for membership. Presumably, were a
calculated quota approach deemed desirable, a solution involving less
cumbersome procedures can be negotiated.

C. The PRC could receive Taiwan's present shares plus
increases to which China would have been entitled had
the history of its participation been less abnormal.

Several plausible scenarios are possible under this general
approach, which ties the development of China's subscription to purely
institutional factors. While there is no formal linkage to economic
criteria under this approach, a sense of where China "ought to be" is
useful in making the choice among scenarios less arbitrary. Therefore,
the number of shares and GNP of the Bank's largest shareholders are shown
in Annex 1.

(a) The first scenario under this approach assumes that China
would have not returned shares to the Bank in 1960 under
normal circumstances, and would have exercised all its
preemptive rights since 1949. This would give China
20,400 shares presently, making it the third largest share-
holder after the U.S. and the U.K. Such a ranking seems
unrealistically high and is clearly not feasible politi-
cally.

(b) A second scenario is to assume no return of shares to the
Bank, and full Chinese participation in all IBRD general
capital increases. This would give China 12,000 shares
now, and 23,160 after the GCI, making it the sixth largest
member.

I/ The Bank and the Fund have traditionally acted in parallel in the
treatment of their shareholders. At present, the Fund has indicated
it is inclined to wait for a Bank initiative on China. However, the
Bank might simply choose to wait for the Fund and parallel its action
following usual procedures.



Mr. Qureshi - 3 - October 26, 1979

(c) A third scenario is based on the premise that China's

position only became abnormal in recent years. This

approach has the advantage of not having to rewrite
history completely, and instead tying adjustments to

a period when it will be generally conceded that the
freedom of the holder of China's shares to control the

evolution of its holdinqs was retarded. A convenient bench-
mark date is 1970, when the IMF ceased giving Taiwan the

option to participate in general quota increases.
1/

There have been no general IBRD capital increases since

1970, and it would be purely speculative to try to estimate

the increases, if any, China might have received in the

selective increases since 1970. However, assuming China

had exercised its preemptive rights in the selective
increases, it would presently have 10,625 shares making
it the Bank's eighth largest shareholder.

Obviously, the number of conceivable scenarios under this

institutional approach is virtually unlimited; the three above are among

the most appealing.

Recommendation

5. In general, we believe the third approach offers the most
attractive possibilities for determining China's IBRD subscription.
Of the three scenarios, we would suggest (b) or (c). (b) is probably the
better result if economic standing is the sole criterion. However, we have
a slight preference for (c) because it is reasonable, the least specu-
lative regarding historical events, and leads to a result which does not
do great violence to our sense of the "economically right" solution.

IDA

6. China's subscription votes in IDA are calculated on the basis
of its 6,000 initial shares in the Bank, and with the standard procedure
used for Part 11 countries under all replenishments. It appears therefore
that no adjustment is required.

TFC

7. China joined IFC in 1968, with a subscription below its original
Articles of Agreement allotment, to keep in line with its reduced IBRD
subscription. China was not offered shares in the most recent IFC capital
increase.

8. Should the PRC express an interest in joining IFC, its subscrip-
tion can be determined using the principles adopted in deciding its IBRD
subscription.

1/ The Republic of China was given the option to participate in quota
increases in 1956 and 1965, but declined.

cc: Messrs. Husain, Nurick
WPHoehenwarter/PVApplegarth:sl



ANNEX 1

IBRD CAPITAL SUBSCRIPTIONS

Member Country Number of IERD Shares
Present After Already After GNP
6/30/79 Approved Increases GCI (billions$US)

United States 69231 77735 150745 1874
United Kingdom 26000 26000 50586 247
Germany 17612 17612 34347 501
France 12792 17567 34260 387
Japan 13539 17539 34206 . 642
India 11333 11333 22191 97

'Canada 11122 11122 21782 197
Italy 8525 10120 19842 195
Netherlands 7679 7679 15117 99
BelgIum 7268 7268 - 14321 75
Australia 6450 6450 12737 103
Saudi Arabia 4899 5662 11212 46
Iran 1580 5645 11179 75
Brazil 3733 5401 10706 158
Argentina 4701 4701 9351 45
Spain 3371 4551 9061 116
Indonesia 3888 3888 7777 41
China (Republic of) 7500 7500 7750 20
Venezuela 1972 3776 7560 36
Sweden 3676 3676 7367 76

MEMO ITEM:

Peoples' Republic of China GNP - $346 billion.

1/ Source: 1978 World Bank Atlas.
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October 26, 1979

Ir. Gabriel E-624

Mr. Qureshi dictated the attached Just
before leaving, but did not have a
chance to review it.

Gillian Butler
(Mr. Qureshi's Office) I 12-100 60381



> DRAFT
WPHoehenwarter/MAQureshi:gmb
October 26, 1979

TO FILES

FROM Wolfgang P. Hoehenwarter, P&B

SUBJECT: CHINA - Membership in Bank Group

1. Messrs. Qureshi, Shahid Husain, Nurick and I met on Thursday,

October 18, to discuss questions associated with the membership of the

People's Republic of China (PRC) and the Republic of China (ROC) in the

Bank Group.

2. First, the available background information was reviewed, including

the statement of Loans'and Credits held by the Bank Group. Mr. Qureshi

indicated that Controller's would separately provide undated figures.

Mr. Qureshi then directed the discussion to the two main issues:

(i) membership itself, including the "proper" level of

subscription for the PRC in the Bank Group; and

(ii) the likely impact of PRC membership on the operations of

the Bank Group, and especially IDA.

It was recognized that the discussion was partly speculative, since no

clear readings about PRC's intentions are available at this time.

Membership Issue

3. Mr. Nurick pointed out that the membership issue actually is an

issue of representation, since mainland China was one of the charter members

of the Bank. China has been represented through ROC, but representation

could conceivably pass back to mainland China, since PRC claims to represent

all of China. Discussion then turned to the question of ROC's debts to

the Bank. Mr. Nurick referred to the understanding that had been reached

by Mr. Goodman on this matter with Chinese representatives. He had met with
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Mr. Martin Wong on the previous day and he had enquired from him as to

whether ROC would continue to adhere to the understandings reached in that

arrangement. Mr. Wong said that he would need to check back with the

authorities, but he thought that the earlier understandings would still be

valid.

4. Another problem that was discussed related to the quota and the

voting power. The issue was whether PRC would be content with their

present quota in the Bank or whether they would take the position that they

would wish to revert to their previous position as one of the original

"Big Five". Mr. Qureshi said that P&B should work out alternative

scenarios

(i) China's quota, subscription and voting rights if it were to

maintain its original relative position as one of the "Big Five";

(ii) Similar data, assuming that China had accepted the capital

increases that had occurred in the Bank/Fund;

(iii) Similar data, assuming we apply the criteria now being

developed within P&B for selective capital increases.

Operational Issues

5. Inclusion of the world's most populous country will obviously

have a pronounced impact on the operations of the Bank and IDA. A major

issue would be the share of China in the total (IBRD and IDA) lending program,

given political concerns among donors about a reduction in shares for African

countries and India. It may well turn out that the major portion of lending

for China may have to be additional to the present lending programs.

6. With regard to the possible effect on IDA operations, Mr. Husain

noted that there would be no effect on IDA 5. PRC's admission would be
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an important consideration in connection with IDA 6 but the effect would

probably be limited. Assuming that PRC became a member, say, at the

earliest, by the middle of 1980, a further 1-1/2 to 2 years would be

required before any commitments were made. Thus the issue with respect to

IDA 6 would, at best, relate to the final years of IDA 6 (FY83). Mr. Husain

thought that on this basis anallocation of $1 billion for PRC from IDA 6

represented a possible order of magnitude. Mr. Husain said that he would

have a position paper prepared on this matter and would send it to Mr. Qureshi

before he left on his forthcoming visit abroad.

7. On the question of timing, Mr. Qureshi thought some IDA6 donors

might be unhappy about seeing resources go to a country which was not

included in the list of prospective recipients when IDA 6 was negotiated,

even though they might not have the legal right as donors to question the

use of IDA resources. One option would therefore be to start IBRD

operations first; simultaneously, the Chinese economy could be studied

and information garthered to enable IDA operations to be commenced in IDA 7.

Further Steps

8. It was agreed that a further meeting should be held as soon as

more information becomes available.

Cleared with and cc: Mr. Qureshi

cc: Messrs. Nurick
Husain
Gabriel/Baneth
Applegarth
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OFFICE MEMORANDUM
TO: Mr. Moeen A. Qureshi, VP, Finance DATE: October 19, 1979

Through: Mr. K. Georg Gabriel, Director, PAB
FROM: Paul V. Appleg 7W Chief, Financial Analysis, PAB

SUBJECT: China - Membership in the Bank Group

1. Attached is a draft prepared by Wolfgang Hoehenwarter for your
clearance.

2. Paragraph 4 indicates the "admission" of the PRC would have to
be accompanied by an increase in China's capital. The issue of the proper
size of a subscription normally arises only for initial subscriptions when
a country joins the Bank. If the Bank takes the position that the issue
of the PRC's joining is merely one of representation, the issue of size
of subscription does not necessarily arise. China presumably is in the
same situation as many other countries whose IBRD shares do not reflect
their economic strength, and these other countries might legitimately
object to China's share being raised without an increase for themselves.

3. We will examine this further in the note for you due October 26.

Attachment

cc: Messrs. Baneth
Hoehenwarter (o/r)

PVApplegarth:sl



DRAFT
WPHoehenwarter:si
October 19, 1979

To.: Files

From: Wolfgang P. Hoehenwarter, PAB

Subject: China - Membership in Bank Group

1. Messrs. Qureshi, Shahid Husain, Nurick and I met nn

Thursday, October 18, to discuss questions associated with the

membership of the People's Republic of China (PRC) and the Republic

of China (ROC) in the Bank Group.

a. First, the available background information was reviewed,

including the statement of Loans and Credits held by the Bank Group.

Mr. Qureshi indicated that Controller's would separately provide uDdated

figures. Mr. Qureshi then directed the discussion to the two main

Issues:

(i) membership itself, including the "proper" level of

subscription for the PRC in the Bank Group; and

(ii) the likely impact of PRC membership on the operations

of the Bank Group, and especially IDA.

It was recognized that the discussion was partly speculative, since

no clear readings about PRC's intentions are available at this time.

Membership Issue

3. Mr. Nurick pointed out that the membership issue actually

is an issue of representation, since-mainland China was one of the

charter members of the Bank. China ca-e-tu be represented through

ROC, but representation could conceivably pass back to mainland China,

since PRC claims to represent all of China. Discussion then focussed
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on the question of ROC's debts, to the Bank, and whether the Bank

would, or could, make PRC recognize these obligations. It was

yconcluded that all these questions would have to be decided by the

Executive Directors.

4. Another problem in this context relates to voting power:

what would be the "proper" subscription for PRC in the Bank and IDA?

It was agreed that PAB/FA would analyze this question and report back

by October 26. Prima facie, however, it appears that the presently authorized

capital is insufficient to accord China the number of shares that

would be in line with accepted Bank criteria as to economic ranking.

Admission of the PRC would therefore have to be accompanied by an

increase in China's authorized capital.
Operational Issues

. IncTuston of the world's most populous country will obviously

have a pronounced impact on the operations of the Bank and IDA. A major

issue would be the share of China in the total (IBRD and IDA) lending program,

given political concerns among donors about a reduction in shares for African

countries and India. It may well turn out that the major portion of

lending for China may have to be additional to the present lending

programs.

6. As reqards the timing of operations, Mr. Husain estimated

that PRC could come in at the earliest in the middle of 1980. Judging

from oast exoerience. a further 1 1/2 to 2 years might be required for

commencement of operations. This would put the first lending to China

in the last year of IDA6 (FY83).



Mr. Husain estimated that under this scenario, a maximal allocation

of $1 billion under IDA6 might be feasible. It was agreed

that Mr. Husain (EAP) would have a position paper prepared within

about a month on these aspects, including creditworthiness consider-

ations and the possible share of China in IDA lending.

7. On the question of timing, Mr. Qureshi thought some IDA6 donors

might be unhappy about seeing resources go to a country which was

not included in the list of prospective recipients when IDA6 was

negotiated,even though they might not have the legal right as donors

to question the use of IDA resources. One option would therefore be

to start IBRD operations first; simultaneously, the Chinese economy

could be studied and information gathered to enable IDA operations to

be commenced in IDA7.

Further Steps

8. It was agreed that a further meeting shculd be held as soon as

more information becomes available, probably in about a month's time.

Cleared with and cc: Mr. Qureshi

cc: Messrs. Nurick
Husain
Gabriel /Baneth
Applegarth


