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15 April 1983

International Development Association, Special Funding
Arrangements: Publication of a Command Paper

I am writing to seek agreement to publication as a
Command Paper of the text of a resolution by the Executive
Directors of the International Development Association (IDA)
authorising arrangements for special contributions to help
sustain its lending programme during its fiscal year 1984
(1 July 1983 - 30 June 1984). A copy of the proposed text
/ of the Command Paper is attached.

The Sixth Replenishment of IDA, UK participation in
which was approved by Parliament in two stages in March
1981 and July 1981, provided IDA with lending resources
for a three year period to 30 June 1983. The US
contribution was approved in full by the US Congress, but
only after a lengthy delay, and on the basis that it would
be phased over four or more years instead of the three allowed
under IDA 6. This has now caused a short-fall in IDA's
commitment authority in its fiscal year 1984 by which time
the majority of donors, including the UK, will have completed
their IDA 6 contributions, and before arrangements for a
further replenishment (IDA 7) can be made. The IDA has asked
member governments to contribute to special funding
arrangements in its fiscal year 1984 to help alleviate the
short-fall in its commitment authority. The UK has agreed

to participate, subject to Parliamentary approval; this is
now being sought, and the Command Paper is required in this
connection,

The Command Paper consists simply of the text of the
resolution with a brief explanatory foreword. It is non-
controversial and its publication is unlikely to give rise
to any comment. In order to expedite the Parliamentary
process we should like it to be published as soon as possible.
The text has been cleared at official level with the Treasury.
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I am sending copies of this letter and enclosures
to the Private Secretaries of the Leader of the House of
Commons, the Paymaster General, the Financial Secretary
to the Treasury, the Secretary of the Cabinet and the
Government Chief Whip,

I should be grateful to receive your agreement to
publication as proposed, We would propose to publish
in the week beginning 25 April.

.-

%A«A Loyl

¢J E Holmes)
Private Secretary

W Rickett Esq
10 Downing Street






i

INTERNATIONAL DEVELOPMENT
ASSOCIATION

Replenishment of IDA Resources

Resolution of the Executive Directors
dated 26 Octobér 1982

Presented to Parliament by the Secretary
of State for Foreign and Commonwealth
Affairs by Command of Her Majesty

LONDON
HER MAJESTY'S STATIONERY OFFICE
£ net

Cmnd



inr



FOREWORD

1. The purpose of this Command Paper is to lay before Parliament the text of the
Resolution dated 26 October 1982 by the Executive Directors of the International
Development Association authorising arrangements for special contributions.

2. It is the intention of Her Majesty's Government, subject to Parliamentary
approval, to make an Order under section 6(2) of the Overseas Development and
Co-operation Act 1980, to.enable them to maks payments in accordance with the terms

of the .Resolution.
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INTERNATIONAL DEVELOPMENT ASSOCIATION

Resolution NO. IDA 82-6

ARRANGEMENTS FOR SPECIAL CONTRIBUTIONS

* Saction A. Introduction

1. WHEREAS

(a)

()

(e):

(d)

(e)

()

(g)

The commitment on credits of the Sixth Replenishment of the
Association's resources is expected to be phased oVver a lomnger
period than originally contemplated, due to shortfalls in
unqualified contribution commitments received from a major
contributor to the Sixth Replenishment;

As a result, delays and shortfalls in the availability of
resources to the Association for commitment on credits have

occurred and are further expected to occur;

The other members of the Assoclation have agreed to undertake a
joint effort to maintain assistance to the poorest developing
countries on concessional terms on a more adequate level pending
a further general replenishment of the Association's resources;

For this common purpose, these members are prepared to make
special contributions, as provided in Section C of this
Resolution, for supplementing the resources available for lending
by the Association during the period extending to Jume 30, 1984;

Some members wish to make such special contributions in the form
of additional contributions to the Association's regular
resources, designated as contributions to am "FY84 Account”™ and
to be subject to the terms and conditions set forth in Section D
of this Resolution; )

Other members wish to make such special contributions to a
special fund administered by the Association, and the Association

is prepared to establish and administer such a special fund on

. the terms and conditions set forth in Section E of this

Resolution; and

Members considering the arrangements for such special
contributions set forth in this Resolution as an appropriate
basis for recommendation to legislatures, intend to request,
where necessary, their legislatures to approve such arrangements
with a view .to obtaining approval to make such special
contributions, it being understood that no commitment by a member
government can be made until such approval'has, where necessary,
been obtained from its legislature;
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2. NOW THEREFORE it is hereby resolved as follows:

Section B. Definitions

3. Whenever used in this Resolution:
(a) “Associatiomn” means.International Deveiqpment Association;

(b) “Sixth Replenishment”™ means the replenishment of the *
Association's resources authorized by Resolution No. 117 of the
Board of Governors of the Associatiom, adopted on March 26, 1980;

(c) "Special Drawing Right” or “SDR” means a special &fawing right as
valued from time to time by the International Monetary Fund in
accordance with its Articles of Agreement;

(d) T"freely convertible currency” means a currency as defined in
Article II, Section 2(f) of the Articles of Agreement of the
_Association;

(e) "Special Contribution™ means any contribution, either to the FY84
Account or the Special Fund, notified in accordance .with
paragraph 5(a) of this Resolution;

(f£) "FY84 Account” means the resources accepted by the Association
pursuant to Section D of this Resolution;

(g) "Special.Fund" means the speﬁial fund established puréuant to °
Section E of this Resolution; : : . '

(h) "SF Contribution™ means a Special Contribution to the Special
Fund;

(1) “"Special Fund Credit” means a credit made by the Administrator
out of the resources of the Special Fund;

(j) “Administrator” means the Association acting in its capacity
Administrator of the Special Fund; and .

(k) "SF Contributor” means a member of the Association which has
notified an SF Contribution.

Section C. General Provisions Regardihg Special Contributions

4. The total Special Contribution of each member of the Association
_ participating in the arrangements provided for in this Resolution shall be
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an amount which, together with such member's total subscription and
contribution to the Sixth Replenishment (valued on the basis of the unit
of obligation of such subscription and contribution and exchange rates as
of August 31, 1982), is at least equal to four-thirds of: (i) such total
subscription and coutribution (in terms of either the unit of obligation
of such subscription and contribution or, at such member's option, the
national currency equivalent of such subscription and contribution as of
October 5, 1979, if such subscription and contribution is expressed in a
unit of obligation other than the national currency of such member); or
(11) the amount representing guch member's share in the Sixth Co
Replenishment agreed upon by the contributors to the Sixth Replenishment
as the basis for initial drawings on such gubscription and contribution.

5. Special Contributions shall be made in the following ma;ner:

(a) Each member of the Assoclatiom desiring to make a Special
Contribution shall deposit with the Agsociation one or more
formal notifications, in form and substance. satisfactory to the
Association, whereby such member gshall obligate itself to make a
Special Contribution in a specified amount in accordance with the
‘terms of this Resolution. Such notifications shall indicate
whether a Special Contribution is made to the FY84 Account or to
the Special Fund and may be deposited until March 31, 1984, or
guch later date as the Executive Directors of the Association may
determine. ’

(b) Special Contributions shall be expressed in terms of: (1) Special
Drawing Rights; or (ii) the currency of the member making such
Special Contribution or of another member of the Association,

. provided, in either case, that such currency is a freely
convertible currency.

(¢) The full amount of each Special Contribution notified in
accordance with paragraph 5(a) of this Resolution shall be
payable within 90 days after the deposit of such notification, or
in such other installments and on such other date(s) as shall be
agreed between the Association and the member making such Special
Contribution; provided, however, that: (1) the total amount paid'
from time to time by each such member shall at least-be equal to
the amount estimated by the Association to be required from that
member for purposes of disbursements on credits made from the
FY84 Account or on Special Fund Credits, as the case may be; and
(11) no payment shall be postponed by more than one year from the
date specified above. . _

(d) Payments on account of any Special Contribution shall be made in
the currency in which the Special Contribution is expressed or
any currency which the Association determines to be adequately
convertible, or otherwise usable, for purposes of the operations
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to be financed with the resources contributed pursuant to this
Resolutionm. '

6. (a) Until June 30, 1983, or such later date as the Executive
- Directors of the Association may determine, any member which has

made a Special Contribution may notify the Association that the
balance (if any) of such Special Contribution, as reasonably
determined by the Association, which is not expected to be needed
for disbursement on credits of the Association or Special Fund
Credits already negotiated by the Associationm, is to be
converted: (i) into an SF Contribution, if said Special
Contribution was made to the FY84 Account; or (11) into a Special
Contribution to the FY84 Account, if said Special Contribution
was an SF Contribution.

(b) Upon such notificatiom, such balance, if any, shall be deemed to
be an SF Contribution instead of a Special Contribution to the
FY84 Account, or a Special Contribution to the PY84 Account
jnstead of an SF Contribution, as the case may be.

7. Members are entitled to request that their Special Contributions be
taken into account in the next general,replenishment.of the Association's
resources, and any such request shall be considered in the course of the
negotiations of such replenishment. It is understood that Special
Contributions are to be regarded as without prejudice to any arrangements
in connection with subsequent replenishments.

Section D. The FY84 Account

8. The Association is authorized to accept Special Contributions, as
provided for in Section C of this Resolution, as additiomal contributiomns
to the Association's regular resources.

9. The rights and obligations of the Association and the members of the
Association in regard to the Special Contributioms made by such members
pursuant to this Section shall be the same (except as otherwise provided
{n this Resolution) as those which govern the ninety percent portion of
“the initial subscriptions of original members payable under Article II,
Section 2(d) of the Articles of Agreement by members listed in Part I of
Schedule A of the Articles; provided, however, that (1) notes or similar
obligations may also be substituted, as provided in Article II, Section
2(e) of the Articles of Agreement, in respect of any such Special
Contribution of a member payable in a currency other than.the currency of
that member; (ii) the proviso of Article IV, Section 1l(e) and the
provisions of Article IV, Section 2 of the Articles of Agreement shall not
be applicable to such Special Contributions; and (111) any voting rights
to be accorded to the members making such Special Conmtributions on account






thereof are to be granted through the authorization of additiomal
subscriptions for such members by the Association's Board of Govermors.

Section E. The Special Fund

10. There is hereby established a special fund (the Special Fund)
constituted by the Specihl Contributions (the SF Contributions) which
gshall from time to time be contributed thereto, as provided in Sectiom C
of this Resolution, and any other assets and receipts of the Special Fund,
to be held in trust, managed and used in accordance with the provisions of
this Section by the Association, acting as Administrator of the Special

Fund.

11. In addition to Section C of this Resolutionm, the following provisions
shall govern the payment of SF Contributions:

(a) Payment may be made in the form of cash or through deposit of
non-interest bearing notes of the SF Contributor payable on
demand and to the order of the Assoclation, as Administrator of
the Special Fund. Such notes shall be deposited in the
depository of the respective SF- Contributor for the Associationm.

(b) To the extent feasible, the Administrator shall draw on the SF
Contributions on an approximately pro rata basis in accordance
with the Association's normal procedures in order to meet
disbursements on Special Fund Credits.

12. Pending disbursement on Special Fund Credits, the Administrator may
invest funds held by the Special Fund. The income from such investments
shall become part of the resources of the Special Fund.

13. The resources of the Special Fund shall be used by the Administrator
for making credits (Special Fund Credits) to members of the Association in
accordance with the following principles and procedures:

(a) Each Special Fund Credit shall be made for the purpose of
financing a specific development project or program. The
policies, practices and procedures governing the allocation of
Special Fund resources, the selection and appraisal of projects

or programs to be financed out of such resources and the approval °

and administration of Special Fund Credits, including the terms
and conditions thereof, shall be the same as those applicable
with respect to development credits made out of the Association's
regular resources, except as otherwise specifically provided in

this Resolution.

(b) Each Special Fund Credit shall be evidenced by a separate
agreement between the borrower and the Administrator, indicating






(e)

(d)

(e)

(£)

in particular that resources made available under such Credit are
provided from the Special Fund. ’ ’

Special Fund Credits may be denominated in one or more of the
currenclies in which SF Contributions are expressed or the SDR,
and shall be repayable in terms of any of those currencies or the
SDR.

The proceeds of Special Fund Credits may be used to finance
‘expenditures for goods produced in, or services supplied from,
any of the following countries: (i) any Part II member of the
Association; and (ii) any Part T member of the Association

(A) which has notified, or has advised the Administrator in
writing that it intends to make, an SF Contribution in a minimum
amount conforming with paragraph &4 of this Resolution, or

(B) which has notified, or has advised the Association in writing
that it intends to make, a Specilal Contribution in such minimum
amount to the FY84 Account and has advised the Association in
writing that such Special Contribution is to be treated in the
game manner as an SF Contribution for purposes of any future
‘adjustment of the voting rights of the members of the
Association. .

The charges payable by borrowers under Special Fund Credits shall
be paid directly to the Association, in any currency acceptable
to the Association, and shall be retained by the Association in
order to compensate it for its services as Administrator.

The princ{pal repayments of Special Fund Credits shall become
part of the Associatiom's general resources and shall be subject
to the same terms and conditions as funds derived from the
subscriptions and contributionms to the Sixth Replenishment.

14. The administration of the Special Fund shall be governed by the
following provisionms:

(a)

(b)

The Administrator shall have the authority to perform such acts
and enter into such contracts as may be necessary for the
accomplishment of the purposes of the Special Fund comnsistent
with this Resolution and the Articles of Agreement of -the
Association.

The Special Fund shall be kept separate and apart from all other
accounts and assets of the Association. For this purpose, the
Administrator shall establish and maintain appropriate records
and accounts to identify the SF Contributions and any other.
resources of the Special Fund, the Special Fund Credits, and the
receipt and disbursement of funds relating to the operations of
the Special Fund.
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(¢) The Administrator shall report on the operation of the Special
Fund in the annual report of the Executive Directors to the Board
of Governors of the Assoclation and shall include in that report
the financial statements and the opinion of the auditors referred

* to in paragraph 14(d) of this Resolutionm.

(d) The Administrator shall prepare, as soon as practicable after the
end of each fistal year of the Association, detailed financial
statements of the Special Fund (including statements of 1its
agssets and liabilities, the origin and application of its
resources, and related statements), which shall be audited by the
Association's own external auditors.

15. The Special Fund shall become effective and start operations on the
date on which the first notification of- an SF Contribution shall be
deposited, provided such SF Contribution is in a minimm amount conforming
with paragraph 4 of this Resolution or the member of the Association
depositing such notification has advised the Administratdr in writing that
it intends to make an SF Contributiom in such minimum amount.

16. The arrangements governing the Special Fund set forth in this .
Resolution may be amended by Resolutiomn of the Executive Directors of the
Association, provided that, before any such proposed amendment is
presented to the Executive Directors for consideration, at least

rwo—-thirds of all SF Contributors whose 8F Contributions represent not

less than three—quarters of the aggregate SF Contributions must have
notified the Administrator that they agree to such amendment.

17. The functions of the Association as Administrator of the Special Fund
shall terminate upon a decision to that effect by the Executive Directors
of the Association, taken in accordance with the provisions of paragraph
16 of this Resolution. Upon such decision by the Executive Directors, the
Administrator shall take all action necessary for winding up its
activities as Administrator in an expeditious and orderly manner, in
accordance with such decision. Unless otherwise provided in such
decision, the Special Fund shall thereupon terminate and Special Fund
Credits shall be treated as part of the Association's regular lending
_portfolio so that the Association shall continue to receive the charges

' payable on such Credits and principal repayments thereof, as provided in
paragraph 13(e) and (f) of this Resolution. .

26 October, 1982






PRIME MINISTER
INDIA

New Delhi
April 16, 1CE83

') o ] “ —
) I am writing a2bout the continuing problems of
International Development Assistance-VI and the
ﬁrOSpects for IDA-VII whieh have become matters of .

great concern to developing countries, particularly

the low income oneé. .

At the Toronto Meeting of the World Bank and
International Monetary Fund, donor countries recognised
the crucial role of'multi—lateral concessional flows
in the development programmes of low income countries,
and agreed to provide a reasonable level of commitment
authority for the fiscal years 1983 and 1984. It .was
then hoped that over the four years of IDA-VI (Fiscal
years 1981-84) the aggregate commitment authority would
'sllghtly exceed the orlglnally stipulated level of
$ 12 billion for the three year.period, FY ~ 1981-83.
The stretch out of IDA-VI over a four year period,
resultlng in smaller annual appropriations was unfortunate
but, conslderlng the circumstances, the action of 'donor
countries in preventing a hiatus in IDA's commitment

authority was a step forward.
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This gain is now threatened by & shortfall in the

appropriation made by the United States Congress and the
/ possibility that IDA-VI could be further stret;bed out

into a fifth year. I should like to share with-you the
serious concern of developing countries over these
developments. 1In the present uncertain international
economic environment, low income oil importing countries
suffer from severe resource constraints. SO every possikle
effort has to be made to maintain an orderly and adequate

flow of concessional funds to such countries.

The Seventh Conference of Heads of State/Government
of Non-aligned Countries held in March 1983 in New Delhi
balled,.among other measures, for a substantial increase

&= in the seventh replenishment of IDA, We are concerned
at reports that in the current negotiations on the
replénishment of IDA-VII, a low level of replenishment
is being considered. We are disturbed that far from
securing-an increase in real terms, even.modest proposals
to maintain the level of IDA-VI in real terms appear to

be encountering resistance in some donor countries.

I need hardly stress the conseguences on low
income countries of a reduction in concessional flows in
the eighties. Their situatiop is already grave and
it cannot but worsen. We are aware of tﬁe budgetary and
other constraints in several IDA donor countries, but

o we hope there will be sympathetic understanding of the

it

rapidly deteriorating economic situation of the low

income countries. The amounts involved in raising the

size of IDA-VII are relatively small, but &n terms of
improving prospects of low income countries and of generally
strengthening the climate for international cooperation,

the gains would be substantial.
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tay "I hope that in the forthcoming deliberations
at williamsburg, it would be possible for the leaders
of the major industrial countries to focus on these
issues? We look to you for a lead in this matter as
you have always suppbrtea multi-lateral development
assistance and could bring your undoubtedly great
influence to bear on other major donors to maintain
the level of IDA-VI in real terms and raise the size
of IDA-VII, -

- With warm regards,

&'

The Rt. Hon'ble Margaret Thatcher
Prime Minister of Britain
London.¢ ’
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From the Private Secretary 20 April, 1983

INTERNATIONAL DEVELOPMENT ASSOCIATION,
| SPECIAL FUNDING ARRANGEMENTS: PUBLICATION
! OF A COMMAND PAPER

Thank you for your letter of 15 April.
We have no objection to your publishing as -
a Command Paper the text of the resolution
by the Executive Directors of IDA authorising
the arrangements for the special contributions
in fiscal year 1984. I note that you propose
to publish this paper next week.

! I am copying this to David Heyhoe (Lord
President's Office), John Kerr (H.M. Treasury),

| Murdo Maciean (Chief Whip's Office) and
Richard Hatfield (Cabinet Office).

John Holmes, Esq.,
Foreign and Commonwealth Office

P
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Pushkar Johari _ ZZ,
Deputy High Commissioner THE HIGH COMM!SSION OF INDIA,
. /}W p DEPARTMENT.
e INDIA HOUSE,
e ALDWYCH,

Tuiarnons: 01-8) B4nd EXT,
Truacaass: HICOMIND, LONDON. W.C.2. ‘ ﬂz, 9\/ H coneed 04 A LONDON, w.C.2.
Pl el L ﬁ/wiz/\/t f;« aAdireq

'[f A ﬂ(/}. Fo N 70
No. /. '/DHC/83 April 21, 1983
Al
Ce /Lb\ d'o’dm

(Mo/maﬁ £ /Z/;w Va4

1 am enclosing a sealed envelope 41%1

My dear

addressed to The Rt., Hon'ble Mrs., Margaret Thatcher,J/Q
Prime Minister of the United Kingdom from

Shrimati Indira Gandhi, Prime Minister of India

with the request that it may kindly be forwarded

immediately to its high destination.

ww,'/p ’N/?M"A
\

Yours sincerely,

( Pusfkar Johari )

Mr. Michael St. E. Burton, C
Head of South Asian Department,
Foreign & Commonuealth Office, V.P+Mh%heh&gﬁud
King Charles Street ,

[ Adar i l‘fé b Laas

Londaon SW1 -
Woea Saaloee s

Encl: as above
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CONFTDENTIAL

. Foreign oi:a Ccor.v.onwealih Office

A éﬁ%ﬂf%?‘ London SWIA 2AH
ﬂﬂ} g;g%cg1dnt
| 3 May, 1983
ey et €87 . ’ -
" L, Pelboic ()
o, el
N LasselWle_ . C ailbens

N [ J/C[/\v\ \ . 4 (

< s

I enclose a letter from Mrs Gandhi of 16 April to the Prime
Minister about the International Development Association (IDA),
together with a draft reply.

India receives a large proportion of its development aid
from IDA and the World Bank, and the volume of those flows is
determined to a significant extent by the size of the various
replenishments of IDA. The level of those replenishments is,
in turn, influenced greatly by the contribution of the United
States Government, as the major donor, with burden sharing among
other donors broadly reflecting their relative shares of the total
of their gross national products (although the UK share has
traditionally been considerably higher than its relative share
of GNP). T

The Prime Minister was briefed about the present situation
on the replenishment of IDA in connection with the visit on 13
and 14 April of Mr Clausen, President of the World Bamk. Broadly
Mrs Gandhi's message is the same as Mr Clausen's: the TS
Administration should be urged to persuade Congress to appropriate
its full appropriation of $900m to IDA 6 as originally negotiated
(about $15-16 billion); and the IDA issues should be discussed
between the leaders of the world's greatest industrial nations
at the Williamsburg Summit. Recent reports from Washington
indicate that both Mr Shultz and Mr Regan have made strong statements
to Congressional Committees in support of the US's IDA 6
contributions, although it is not clear whether the issue has been
brought to the attemntion of the President himself.

The UK gained great political credit last year, particularly
in Indian eyes, for our forthcoming attitude on releasing our
IDA 6 contributions. There would be advantage in maimntaining a
reasonably sympathetic stance on IDA 7 both at Williamsburg and
thereafter at the UNCTAD Conference in Belgrade and at the
Commonwealth Heads of Government Meeting. The attitudes of the
other major donors, as expressed so far, leave little grounds for
any expectation that the ambitions of Mrs Gandhi and Mr Clausen
will be realised in practice; this may relieve us from the
necessity of being in the van of those urging restraint. The
draft reply thereafter attempts to stress that the best result
is likely to be achieved by taking account of the realities of
the situation and working for the biggest possible IDA 7 within

the limits of what donors can afford. (O FORR
j ’: i ! G, ’
A J Coles Esg (J E Holmes A dadive i
10 Downing Street . S e S
€ Private Secretary

CONFTDENTTAT,
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DEBAFT:  minv.c/lever/icleletrer/despatch/note VTC: Draft/Final 1+

FROM: prime Minister Reference

DEPARTMENT: TEL. NO:

SECURITY CLASSIFICATION

Top Secret
Secret
Confidential
Restricted
Unclassified

PRIVACY MARKING

TO: Prime Minister of India Your Reference

Fco/
Cabme:& Oﬁ(ﬁ’ 2

Copies to:

SUBJECT:
Thank you for your letter of 16 April about the
Sixth and Seventh Replenishments of the International

Development Association (IDA).

I was pleased to have your assessment of the value
of the efforts made during last year by donor countries
to prevent a hiatus in IDA's commitment authority in
1984. I share your concern that the continuity of IDA's
programme is now once again threatened by the shortfall
in the appropriation made by the United States Congress
for their fiscal year 1983. The British Government is
doing everything possible, in co-operation with our
European partners, to encourage the US Administration

ot .

to press for a supplementary appropriation, in the hope

that IDA 7 may still begin on 1 July 1984; I have

. been much encouraged to see the firm statements made

recently by senior members of the Administration to
Congress in support of the full appropriation of the US

contribution by then.

I fully share your concern at the plight of low

/income
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income countries and understand how important the size
of IDA 7 will be in helping to alleviate their problems.
But I am sure you will agree that this time the
Replenishment must be based on realistic expectations
that commitments will be met promptly and. in full. We

want no repeat of the IDA 6 story.

Any consideration of IDA at Williamsburg will
clearly need to focus on these issues. I would expect
to see some support for maximising the size at IDA 7
within the 1limits of what donors can afford, and I
would certainly want to take that line myself. I can
assure you that we shall do everything within our means
to ensure that IDA continues to play its vital role in

the development of the poorest countries.

S4200(22454)DD.0532198 300M 7/79 GWB LTD.GP.§70
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From the Private Secretary | _7/56 May 1983
rom the Private Secretary 'n%ﬁ%c :
AT FET, (S5
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IDA;: hetter. from Mrs._Gandhl

Thank you for your letter of 3 May.
I enclose a reply from the Prime Minister
to Mrs. Gandhi's letter of 16 April. I
should be grateful if you would arrange
for its despatch,.

Y 2
_&Q__(;Q-..

John Holmes, Esq.,
Foreign and Commonwealth Office.
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THE PRIME MINISTER Celonet O(’\(\i co 6 May 1983

’ /) f M sl

Thank you for your letter of 16 April about the Sixth and
Seventh Replenishments of the International Development

Association (IDA).

I share your concern that the continuity of IDA's programme
is threatened by the shortfall in the approoriation made by the
United States Congress for their fiscal year 1983. The British
Government is doing everything possible, in co-operation with our
European partners, to encourage the US Administration to press
for a supplementary appropriation, in the hope that IDA 7 may
still begin on 1 July 1984. I have been much encouraged to see
the firm statements made recently by senior members of the
Administration to Congress in support of the full appropriation

of the US contribution by then.

I also fully share your concern at the plight of low income
countries and understand how important the size of IDA 7 will be
in helping to alleviate their problems. But I am sure you will
agree that this time the replenishment must be based on realistic
expectations that commitments will be met promptly and in full.

We do not want a repeat of the IDA 6 story.

/ Any






Any discussion of IDA at Williamsburg will clearly need
to focus on these issues. I would expect to see some support
for maximising the size of IDA 7 within the limits of what
donors can afford, and I would certainly want to argue for that
approach myself. We shall do all we can to ensure that IDA
continues to play its vital role in the development of the

poorest countries,

Her Excellency Shrimati Indira Gandhi.
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I enclose a copy of a letter the Prime Minister has received
from Mrs. Gandhi. Mrs. Gandhi sets out some of the concerns of
the Non-Aligned Movement which she hopes might be discussed at
the Williamsburg Summit, I should be grateful for your advice
on Mrs. Gandhi's letter and, if necessary, for a draft reply for
the Prime Minister's signature. You will no doubt wish to con-
sider whether this should be despatched before or after the
Summit. It would be helpful to have your advice as soon as

possible.

I am sending copies of this letter and its enclosure to

John Kerr (HM Treasury) and Richard Hatfield (Cabinet Office).

Roger Bone, Esq.,
Foreign and Commonwealth Office,






PRIME MINISTER
INDIA

New Delhi
May 9, 1983

e ) - R (\“"‘;“7’/,('; y -

In a few weeks, some leading industrialized
countries will meet at Summit level in Williamsburg.
You will naturally discuss problems of concern to
your countries, but I am sure that issues which form ~
the subject of North-South dialogue wili also be
considered.' I thought I should share with you
the concerns of the Non-aligned Movement about the .
prevailing world economic situation and our ideas
of resolving the crisis in mutual cooperatioﬂ and

partnership.

The current crisis affects all countries.
It has particularly grave consequences for developing
ones. The widening gap’between'the developed and
the developing countries is a source of iﬁsfability
which could pose serious threat to world peace and
security. No one now disputes the fact of growing
interdependence amongst nations and the need of
dialogue and constructive cooperation among them.
Recovery in the developed countries depends, to a
vlarge extent, on the ability of the developing
countries to purchase from them since the developing
countries constitute an important segment of the
global t?aq§.//similarly, many industries in the
developed countries depend on stable supplies of raw

.2/
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materials and other inputs from the developing
countries., Hence the resumption of growth in developing
countries is essentiaf not only for promoting

. recovery in the developed world but also for sustained
economic growth in the world as a whole.

Some growth oriented structural reforms in
the world economic system are indispensable for the
economic health of all nations. The existing
international institutions in the financial, monetary
and trade fields were established at a time when
most of -the developing countries were not independent.
Even frgm the point of view of developed countries,
these institutions cannot be said to be functioning
altogether satisfactorily. For egémple, they have
not been able to find adequate solutions to the
problems of debt, liquidity and exchange rates. It
would not be realistic to expect private commercial
banks to play the role that they did in the 70s
in the recycling of surplus 1iduidity.

The Non-aligned countries believe that such
restructuring of international economic relations
and strengthening of multilateral economic cooperation
on the basis of mutual benefit can be achieved only
through comprehensive discussions on international
economic cooperation for development. Freshépolitical
impetus can be given to global negotiations in a
two phased approach - first taking up those issues'
on which some degree of agreement is in'sight and

then the remaining one.

In the meantime, urgent international action
in areas of critical importance to developing countries
such as money and finance, food, financial flqws,
trade, raw materials, enerdy is indispensable. We
have proposed a Programme of Immediate Measures to

es.3/-
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stimulate the economies of developing countries
while reactivating the world economy, suggesting

the convening of an International Conference on
Money and Finance for Development with universal
participation, Our approach is flexible and we

look forWa;d to discussing, -in a spirit of partnership
and cooperation with you and léaders of other
developed countries, the scope and modalities of the
proposed Conference. This approach has received

the broad endorsement of the Group of 77 at its
Ministerial Meeting in Buenos Aires last month.

We hope that the concerns. I have set out above
will receive your personal attention and be carefully
considered at the Williamsburg Summit.

With warm regards,

The Rt. Hon'ble Margaret Thatcher,
Prime Minister of the United Kingdom of
Great Britain and Northern Ireland,
London. 3. ] i






CONFIDENTIAL

FRIREK

FCS/83/166

THE CHANCELLOR OF THE EXCHEQUER

Seventh Replenishment of IDA

1. I have been considering what position we should take
on the 7th replenishment of IDA. Negotiations on this
have already begun but have made very little progress.

It will certainly be discussed at the Commonwealth Finance
Ministers Meeting in Trinidad, the annual meetings of the
Bank and Fund in Washington, and CHOGM in Delhi.

2. As you know, the pressure on the aid programme is very
great and although it has been our aim to increase bilateral
aid within the total, exactly the reverse has been happening.
Multilateral aid now accounts for about 40% of the aid
programme and this is likely to rise to something nearer 50%
over the next three years. Our own 'country' programmes have
been reduced by no less than one-third in real terms over the
past three years to 1982/3 and are likely, on present plans,
to fall by a further 18% real by 1986/87.

3. The most serious aspect of this problem is the rate at
which our spending through the European Community is rising.
This is not the best form of aid expenditure - we do not
believe that the European institutions spend the money very
well (and far too much of it is food aid) nor does the UK
get a good share of procurement from it. What more we can
do to restrain the growth of European aid expenditure and to
protect our own bilateral programmes from being squeezed out

by it are questions which we are considering further.

4, On the other hand, IDA is probably the best form of
multilateral aid. The money is well spent. Two-thirds of
it goes to the Commonwealth and we shall be under a good

deal of pressure from Commonwealth countries - you at the
/meetings

CONFIDENTIAL







CONFIDENTIAL

meetings in Trinidad and the Prime Minister and I at the
Heads of .Government meetings in Delhi - to be positive

about the next IDA replenishment. In terms of procurement,
the UK gained £90 million in direct exports financed by
IDA in the Bank's fiscal year 1982 and when estimated
indirect benefits are added, the estimated total of
exports generated amounts to some £150 million. This
compares with payments in that year of £130 million.

5. As you know, the US Administration has been taking a
very negative line on IDA 7 and has recently proposed a
contribution of only $750 million a year and a US share

of not more than 25%. This would imply a total replenishment
of only $9 billion, compared with the $12 billion of IDA 6.
No other influential country seems likely to take the lead
in favour of more, though it would not be difficult, I
suspect, to get a movement going for a replenishment of,
say, $12 billion, although even this would obviously mean
a reduction in real terms compared with IDA 6; a Community
initiative, ahead of the annual Bank/Fund meetings, could,
for example, emerge at the EC Finance Ministers Meeting on
10th and 11th September.

6. But we have been trying to reduce our share in IDA in
recent years. It was 10.1% in IDA 6 (very substantially
more than our share of the GNP of the donor countries); in
the special arrangements negotiated last September to keep
IDA 6 going for a fourth year, we got it reduced to 7.6%.
We have said we think it should come down further towards
our GNP share of 5.6%. In negotiating terms, it would not
be realistic for us to take the lead in a movement for a
larger replenishment while at the same time trying to get
our share reduced further. To adopt a forward position
would mean in practice that we would have to be ready to
accept a share of 7.6%.

CONFIDENTIAL 7%
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CONFIDENTIAL

7. As things stand, we do not have the money for this.
As one of my bids in the Public Expenditure Survey, I
proposed an addition to the aid programme to enable us
to support a replenishment of $14 billion with a 7.6%
share. The sums involved in the PES period and the two

following years work out as follows:-—

1985/86 1986/87 1987/88 1988/89 £ million
$12 bn 1 4 10 15
$14 bn 3 ) 23 31

I also proposed a larger addition to protect the bilateral
country programmes from further real reduction. Of course

we have still to discuss these but Peter Rees's initial
reaction has understandably been unenthusiastic. Unless

extra money is made available even a $12 billion replenishment
at 7.6% would mean a further Squeeze on the bilateral country
brogrammes, which we should find it impossible to contemplate.

8. I am driven, somewhat regretfully, to the conclusion that
we cannot get out in front on the IDA 7 replenishment. We
must recognise that the outcome is likely to be a replenishment
less than $12 billion and perhaps as low as $9 billion. This
is bound to lead to criticism and pressure, including some
directed specifically at us, at Delhi as well as in Trinidad
and Washington. We can argue that, so far as the UK is
concerned, this in itself will mean no loss to the developing
countries because we shall spend any money we save in this
way through our own country programmes and spend it well, but
this will not cut much ice, particularly if those programmes
are themselves reduced.

9. This does not give you much of ga hand to play at the
Trinidad and Washington meetings. The best I can suggest is
that you allow the Americans, Germans and others to make the
running on this subject but indicate as necessary that we are
ready to contribute to a reasonable replenishment of IDA, that

CONFIDENTIAL /is
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CONFIDENTIAL

is up to $12 billion, but that our share must be reduced
from 7.6% to something nearer our share in the total GNP
of the donor countries (of course, if the final IDA total
looks like being only $9 billion, the arguments for our
share staying at 7.6% or something like it will be
stronger: 5.6% of $9 billion would look very negative).

10. I am copying this letter to the Prime Minister and to

Cecil Parkinson.

-

(GEOFFREY HOWE)

Foreign and Commonwealth Office

2 September, 1983

CONFIDENTIAL



¥ - n e
A - : .-..
| |
- - - - - el — — - — e ——
B : = T .
i I-:l L II- a I




CONFIDENTIAL FROM: J S BEASTALL

DATE: 8 September 1983

CHANCELLOR OF THE EXCHEQUER cc Chief Secretary
Mr Middleton
Mr Littler
Mr Bailey

Mr Unwin__ Lo
C/ﬁc'au& 6 el Mr Carey L f

Mr Mountfi vy,
2? /&0 ”‘J“"" ,{\"Iliss Cour'bﬁ":'Lg r.
1 Wicks - Washington
r Ro

wr/ Mr Lavelle

Mr Kerr's minute of 10 August asked for advice on what you might say

IDA 7

on IDA7 at the CFM and in Washington. We have been pressing ODA

to seek the Foreign Secretary's views on this and his minute to you
of 2 September is the result. Negotiations will not be completed
until later in the year. TYou will however be expected to give a
broad indication of the UK position.

2. The IDA management are asking for a replenishment of $16 b
over the three years beginning 1 July 1984. IDA 6 was 212 b.

The present US position is that they will not contribute more than
£750m a year to IDA7, which would produce a total of only 29 b

if the US share remains at its traditional 25% - ie if other donors
are not prepared to increase their percentage shares.

3. The UK share in IDA 6 was 10.1%; and 7.6% in the special FY

84 account set up to compensate for the delay in the US contribution.
If contributions were based on GNP the UK share in IDA 7 should be
5.6%. The latest Ministerial statement of the UK position was made
by Sir Geoffrey Howe as Chancellor to the Development Committee in
April, when he said:

"We must strive for an early agreement on a reasonable total
for the 7th replenishment, distributed on an equitable basis
among the donor countries.... We will only succeed.... if
all participants are prepared to discuss a realistic total....
This Committee would do IDA a disservice if we were to raise
expectations about IDA 7 which we are subsequently unable
to deliver".

CONFIDENTIAL /.
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CONFIDENTIAL

4, ODA's baseline in the current PES allows for a 63% UK contribution
to a $12 b replenishment. However most of the disbursements will

fall after the PES period, at a time when our contributions to EC

aid will continue to rise (the next European Development Fund
replenishment has to be settled this winter as part o the Lome III
negotiations). Moreover the Chief Secretary is seeking cuts in the
aid programme.

5. .On the other hand we agree with the Foreign Secretary's view
that IDA is the best form of multilateral aid from the UK point

of view. You will undoubtedly come under strong pressure from

the developing countries both at the CFM and in Washington to take

a forthcoming line. 6% of $12 b would mean a total UK contribution
of about £520m, compared with £555m for IDA 6; and we judge that
this could be accommodated within the aid programme without damaging
the Treasury's position on public expenditure either in the PES
period orin the longer term, provided that Ministers can accept that
the share of multilateral aid in the aid programme will continue

to increase. (We believe that they should; a paper on the merits
of multilateral versus bilateral aid is being prepared). A 12 b
replenishment, the same nominal amount as IDA6, will not of course
be regarded as generous by the LDCs.

6. ODA will be hoping that the pressure on you in Trinidad and
Washington will encourage you to concede an addition to the aid
programme in PES. The Foreign Secretary has made an additional

bid which would allow the UK to contribute 7.6% of #14 b. This

is out of the question in the present public expenditure situation.
However, for the reasons in paragraph 5 above, we recommend that

you accept the line the Foreign Secretary proposes you should take

in paragraph 9 of his minute, namely that we are ready to contribute
to a replenishment of up to £12 b, but that our share must be reduced
from 7.6% to something nearer our GNP share.

7. Whether a replenishment of $12 b will be achieved of course
depends entirely on whether the US is prepared to improve on its
present position. Although we hope that some other donors will
increase their shares a little so as to allow a reduction in the UK

CONFIDENTIAL /share
-



L]
IS
4 ~ _c" ~ NS (2N "[ O - 7] 5 - ' I a in
i @ = e - - - = \ a0
3 o pow s o~ o ik s r i1
A -~ 3 e N s d=ny FE v
-~ ) ~ . Sor 5 A A - '. - n
- = n . : u o i I i '.' o nt TR
- -~ St
., o8l 5 . " | . R Fihay = B i
S SR L FPREFS Fn ool doad o 2 ai hood
i - nd u ) " FF n . 7 N
3 o . S oot = T AN = Ty
Tl ine B RN TR -~ oSl . P ' - i . gy oo~ "
B- - w ’\D in] E. -~ Tal
oo £ Foe o A i bt - gaml © L B9 9 ! B &
B ' i T i RN 3 ! .. "
' 25 16, 'Als S il S Yy nf S i s
b T e £ 1 4 | - :..r‘lrr A 1
. i -~ L ey A . ] ‘-_f. ' R - D ! "
v u"\‘ .( 1 = ] . =3 - (5 a - " . Frqr ~
An A B TREe B T iea S OO RTIR L
= ! AN 1 W 1 i
3o & 3 & = : Yo e .
3 . et SR e A & A3, PR
Frmones FE00 05 ; ~ o ; u h ~
SR U AN TS = e TS i R T e o1 i
~ - L B A & 5T - e e e 9N E = y
] i a9 = e ! o4 1% ¢ 0 . b
dJf; F ~'n = 1A e = - ==kal L -} L0 ~
» b PRENEl = 1 r - ' " d P a
N b b . o uf ’ ' ﬂ‘,h_.g\_ o Fon & BT -
in N i ] Al . ) L
- ~ey A i }OPXE ot --L\\-.\' e . B r i f 7
i ~ 3 e * ) R oo S 3
re:®* PR S P e M W = . . . .
; ~ wr T T ~ - oS s = T 4 o ) e
1y,
N




Cnd.we gh

CONFIDENTIAL

share, there is no possibility of other donors collectively making
up a substantial shortfall in the US contribution.

IBRD Selective Capital Increase (SCI)

8. It is convenient to deal at the same time with a related matter
not mentioned in the Foreign Secretary's minute. Following the

IMF 8th Quota Review the IBRD menagement have made proposals for

a selective ecapital increase whieh weuld reflect the IMF quota
inereases and allow some inerease in the IBRD's level of lending.
This would involve a change in the mnking of the G5 in the IERD.
At present the order is (1) USA, (2) UK, (3) Germany, (4) France,
(5) Japan. The new order would be (1) USA, (2) Japan, (3) Germany,,
(4=) UK end Franee; or alternatively Germany, UK and France all
third equal. Sir Geoffrey Howe as Chancellor was ready to accept

a reduetionin the UK position and at the Development Committee in
April he said:-

"It is my view that a selective capital increase based

on the relative increases agreed in the IMF quota review
would provide a basis for a modest expansion in lending. And
I hope that the IBRD management will soon bring forward
detailed proposals®.

No tO agramt fo o0 donm ~gratihy -]

R

9. The management have put forward options for an SCI ranging from
#3 b to 20 b. Initial preferences expressed at Executive Director
level have varied and covered the whole range. Mr Clausen has
hinted that a compromise should be sought at 8 b. We would favour
this because:-
modest about

(a) it would allow a/ increase of/ 1 b a year in the IBRD's

lending above its present level of about 12 b, snd could thus

be presented as a significant step forward; and

(b) it could be done at negligible cost to the UK because all,
or nearly all, the UK's shares gould be reallocated to others
in order to secure the change in ranking.

We would eontinue to make it a eondition of our acceptance of a lower
ranking that those who would be improving their ranking - Japan

CONFIDENTIAL /and
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CONFIDENTIAL

and France - must meke a suitably large contribution to IDA 7.

10. We recommend therefore that at the CFM and in Washington you
should say that you hope that an SCI of #8 b can be agreed as part
of an aecceptable package. This should be regarded as a reasonably
positive statement by the LDCs and might make your stance on

IDA 7 less uncomfortable.

11. I attach a draft reply to the Foreign Secretary which clears
this SCI point with him in addition to accepting the line he
proposes on IDA 7. Since the correspondence is copied to the
Prime Minister this is a convenient opportunity of informing her
of the proposed change in the UK ranking in the IBRD.

12. We understand that IDA? may be raised at the meeting of EC
Finsnce Ministers this weekend. If so, you may like to take the
line at the end of paragraph 6 above.

(J S BEASTALL)

CONFIDENTIAL
-
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CONFIDENTIAL

e -
Plige -
DRAFT IFZSER MiNUTE 1/

Foreign and Commonwealth Secretary cc Prime Minister
Secretary of State
for Trade and
Industry

DA c.c,
L SEVENTH REPLENISHMENT

Thank you for your minute of 2 Septemberﬂubfbﬁ

IDA

e &

(c-..d \g M 138us COnLL Vp

chala a¥=YaXoR-X=HoUi

at . CFM ool 1BRD mashuy?

2. 1 agree that i

at the EC Finance Ministers' Meeting this weekend) I should
say that we are ready to contribute to an IDA 7 of up to
#12 billion, but that our share must be reduced from 7.6% to
something closer to our GNP share.

wWadd
3. However,I think it w&3l make our position seem a little
more positive if I also say that(;TPope a selective capital
increase for the IBRD of about 28 billion can be agreed as
part of an acceptable package. You will recall that in your
speech to the Development Committee in April you expressed=
thaig;gw that a selective capital increase based on the
relative increases agreed in the IMF quota review ﬁbuld
provide a basis for a modest expansion in lending. As you
know,this will mean that we move down from second place in the
IBRD either to third place (after Japan and equal with Germany
and France) or to fourth (after Japan and Germany and equal
with France). Like you, I see no difficulty in this and we
will of course continue to make it conditional on a suitably
large contribution to IDA 7 from those who move up. <The 28

billion selective capital increase would be on the basis that

/the
CONFIDENTIAL



D

(o) ol B oma A
- b i i ~l
e r "\'] - ~ Y
L= r -~ i
'
| 2.3 i f ')" i
; A Tt A9
I ~ o -
a— T ' i ~ ] | S

- "'f". ! . =S G AR "“P\
- L S Y Siry oyt = ] ~on
" L - -2l . vy
-1 ! - ﬂ\r K T o Dy -~
\ At ~ J“ 2] v 2
" r i 4

- ; 3 3
J ~ ~ ~ " b |
1 . i y *
. N Loy .
~ TAg - ny YA Fr
5 .
~ -~ -~ an F



CONFIDENTIAL

the cost to the UK would be negligible because all, or
nearly allfﬁmﬂﬁégfs shares would be reallocated to secure
the changes in ranking.? I would be grateful if you would
confirm you have no objection to this.

man e
4., I am copying this Lg;ﬁér to the Prime Minister and & fo

Cecil Parkinson.

N.C.
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Thank you for your minute of 2 September about the IDA seventh replenishment.

2. I agree that at the CFM and IBRD meetings (and if the issue comes up at
the EC Finance Ministers' Meeting this weekend) I should say that we are ready
to contribute to an IDA 7 of up to $12 billion, but that our share must be reduced

from 7.6 per cent to something closer to our GNP share.

3. However, I think it would make our position seem a little more positive if I
were also to say that we hope that a Selective Capital Increase for the IBRD of
about $8 billion can be agreed as part of an acceptable package. You will recall
that in your speech to the Development Committee in April you spoke of a
Selective Capital Increace based on the relative increases agreed in the IMF
quota review, and pointed out that this could provide a basis for. a modest
expansion in lending. As you know, such an Increase would mean that we move
down from second place in the IBRD either to third place (after Japan and equal
with Germany and France) or to fourth (after Japan and Germany and equal with
France). Like you, I see no difficulty in this, and we would of course continue to

make it conditional on a suitably large contribution to IDA 7 by those who move

up.

4. Our suggestion of an $8 billion selective capital increase would be on the
basis that the cost to the UK would be negligible because all, or nearly all, our
shares would be reallocated to secure the changes in ranking. I should be grateful

if you would confirm you have no objection to my putting it forward.

5. I am copying this minute to the Prime Minister and to Cecil Parkinson.

W
PP-

(N.L.)

.
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I am looking forward to seeing you next week in
Port-of-Spain. As Sir Peter Marshall discussed with
Mr Littler on Monday 12 September, I wish to extend an
invitation to you to be one of the two lead speakers on
the World Bank issues (speaking for about 15 minutes). You
would know that there is special concern about developments
concerning IDA replenishment at the Bank and among many
countries - donors and recipients - and about the Bank's
lending capacity. Your Commonwealth colleagues would, I am
sure, be looking forward to your participation in the
discussions and in particular on World Bank issues on which
the UK has played such a positive leadership role in the past.

As in previous years, Ministerial discussions on
the general economic situation will be divided into three
separate topics, namely, World Economic Situation, IMF
Issues and World Bank Issues. Background papers on these
three subjects have been despatched to Ministers. In addition,
Ministers will have before them the Commonwealth Study Group's
Report, "Towards a New Bretton Woods', which devoted
considerable attention to Development Finance.

I would be delighted to hear that you are willing

[
h@o .

to accept.

Shridath S Ramphal

The Rt Hon Nigel Lawson, MP
Chancellor of the Exchequer
11 Downing Street

London S W 1



" . SATANIE VAATIANEZ A4 LMGD FHT T0_ 20
.'ll.q M NOVE PoOMOG J2AR LGAY ZoUBls BEHOSERIRAR
ﬂ i - - 'm
P T e,
III:H-IL—l [ B | - - :
= e I'DE EE =i EnEe .-' =l i ]
BN Bl mmila B e s at ol sl = | N = 10
ol BEp Bt O Ot fm | .-+:--: 1 +.rlll-lr| e \
um aeandemma ksl 9t ot T o Be E CTER .
o s 4 LR b B o Bl NS N e | B T
LS | P ey ermer [pnoes Tl e p ol KoEs )l
R BN = I fls R R |Ill'|'--l--. .
l'-l T el S - slilEs ST =in' = sl - BT & =

L L N i Wty Mi=F i leigls e

i al ..:..-..lu_..nl....l.-.,.l._.....l.
s R g L dgl gy Wy B g o

sk Fl el o el e
T T T Ol R PR T N T gy
. - CEETETY AR SPrEE TN ETRTT ETETIa

Sl e §r= -y b = s & omneed | A lSel ‘s seeans )

[T ._[l n B 5 _-' = '_ [ | LI PNy o
k ] - » — pelsy  Epma - L o ip mm |-' =

3 =ha e T B b Eweer™ el
. - umpei o T I T T R

Rl PRE T B T onl SRVl il ol 6 fee ]

?ﬂr——ﬁ\‘-h_.lﬁ
ot E'hi e




CONFIDENTIAL s

-
5\ dlcabterten &

FCS/83/177 1 oy (o

M Do M=~

mm.m@w
CHANCELLOR OF THE EXCHEQUER

o, WWlossaspe g :
wv Lgae . et
IDA and the World Bank Selective Capital Increase Wp UVL
Cuumuuyxiﬂ

1. Thank you for your minute of 9 September.

2. I do see that there would be advantages in supporting a
selective capital increase for the IBRD of $§8 billion if that
can be agreed as part of an acceptable package. It is important,
as you recognise, that the decision on the SCI should be linked
to satisfactory decisions about the French and Japanese shares
in IDA 7. There is a public expenditure implication: the cost
would be about £3.75 million (although this could probably be
paid over a period of 5 years). This is not a large sum, but
we have no provision for it and with all the pressures on the
aid programme, it can only add to our difficulties. However,

I can see that you would find it helpful in Trinidad and
Washington to support a SCI of $8 billion as part of an

acceptable package, and so should not wish to stand in your

way.
3. I am copying this minute to the Prime Minister and to Cecil
Parkinson.

(GEOFFREY HOWE)

Foreign and Commonwealth Office
19 September, 1983

CONFIDENTIAL






DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

LONDON SWI1H OET

TELEPHONE DIRECT LINE 01-215 5)422
SWITCHBOARD 01-215 7877

Secretary of State for Trade and Industry ,q September‘ 1983
The Rt Hon Sir Geoffrey Howe QC MP <~QECHEQU5"*
Foreign and Commonwealth Secretary : 195EP1935

Foreign and Commonwealth Office il

Downing Street _hiﬂdréz,ég z;gz

London SW1

SEVENTH REPLACEMENT OF IDA

Thank you for copying to me your minute of 2 September to Nigel
Lawson. I have noted what you say about the negotiating
position now facing us on the seventh IDA replenishment and I
strongly support the line that you propose we take.

My concern is principally that the bilateral programmes and the
Aid and Trade Provision (ATP) should not be crowded out or

reduced as a result of our multilateral commitments. I share
entirely your criticism of the European Community aid
expenditure; we will need to ensure that in the forthcoming Lome

negotiations we seek to restrict our commitments as far as
possible and I would welcome an early consideration of the
financial implications of the negotiating tactics open to us.

I recognise that of the multilateral institutions IDA is probably
among the most effective. And I note too your estimate of
likely indirect and direct exports generated by our IDA
contribution. These are interesting statistics that ny
officials will want to look at in more detail. But the fact
remains that in terms of additionality - that is business gained
which would not have been won if the UK funds had not been there
- 1t is still better to spend on our bilateral programne, and
particularly on the ATP, than on multilateral programmes. - A
marginal increase in our multjlateral contribution does not
necessarily produce an extra return to industry in this country;
such an increase if applied to the ATP certainly would benefit
our  firms, and'bn'arouhd‘a four' to one basis.

- I agree that further cuts to your bilateral country’ prcgrammes
(and, I would add, to' the ATP) cannot bé considered. - And in the
01Pcumstances,’I think that it is entirely right that we should
lower our horizons on the contribution that we will make to the
IDA replenishment, and, if necessary, on the role that we might






play in the replenishment negotiations.

I am copying this letter to the Prime Minister and to Nigel
Lawson.

i /
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International Development Association

I submit a draft reply to the enclosed copy of a
letter to the Prime Minister from Lt General Ershad.

The background to the negotiations on the Seventh
Replenishment of IDA is contained in the Foreign and’
Commonwealth Secretary's minute of 2 September to the
Chancellor of the Exchequer, copied to the Prime Minister.

We shall forward the signed copy of the Prime
Minister's letter by Bag, if you agree.

I am copying this to John Kerr (Treasury).

]

by 2

s

J E Holmes
Private Secretary

M C Scholar Esq
10 Downing Street

COVERING RESTRICTED






DRAFT LETTFR FOR SIGNATURE BY THE PRIME MINISTER

To: His Excellency Lt General H M Ershad ndc, psc
President of the Council of Ministers of Bangladesh

Thank you for your letter about the funding of the International

Development Association.

I agree with you that it is important to maintain concessional
flows to the world's poorest countries. As you will know, our
own bilateral aid programme 1is second to none in directing
assistance to the poorest. About two-thirds of our funds go to

them, almost all in the form of grants.

At Williamsburg, we re-affirmed the need to implement commitments
to the multilateral aid agencies. The United States Government
are now on course to complete their contribution to the Sixth
Replenishment of IDA during its fiscal year 1984. All other
donors, including the UK, are providing additional resources to
alleviate the shortfall in IDA's commitment authority in that

year.

All countries participating in the next Replenishment (IDA 7)

have accepted that it must command full international support,
with contributions based on the principle of fair burden-sharing
among donors. But I should not disguise from you our view that
the World Bank President's target of $16 billion is likely to
prove unrealistically high in the context of the current budgetary
problems of those many donors, including the United Kingdom,

which feel obliged to exercise strict control over public
expenditure as part of their measures to deal with their own

economic problems.

Whilst I cannot predict the eventual outcome of the negotiations,

I assure you that Britain stands ready to support the next

/Replenishment

RESTRICTED
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Replenishment within the limits of what donors can afford; but
our percentage share will have to be more in line with our
relative economic strength among donors, and therefore much less
than the 10.1% which we contributed to IDA 6. Our aim is to put
the next Replenishment in place by July 1984, however, and we
share your expectation that it will cover the usual three-year

period.

I look forward to meeting you again soon at the Commonwealth

Heads of Government Meeting in Delhi.

RESTRIUVTED - -
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International Development Association

I submit a draft reply to the enclosed letter (in original)
to the Prime Minister from President Betancur in Colombia.

The background to the negotiations on the Seventh
Replenishment of IDA is contained in the Foreign and Commonwealth
Secretary's minute of 2 September to the Chancellor of the
Exchequer, copied to the Prime Minister. Negotiations on IDA 7
were held in Washington late last month at the time of the
IMF/IBRD Annual Meetings, but they proved inconclusive.

Further discussions among donor countries are due to take place
in Paris between 21-23 November.

We shall forward the signed copy of the Prime Minister's
letter by Bag, if you agree.

I am copying this to John Kerr (Chancellor of the Exchequer's
Office).

oy i

(I
(J E Holmesg)
Private SecYetary

A *'Turnbull Esq
10 Downing Street it

'(‘/*‘:;'SUER_
| 74983 i
/ AN N«Lﬁdcw
:comts . WNUA\M\_._J

nN\, gﬂ\k,l._.y
} “N’Lﬂdreiiﬂ._;



e



ST YL Gevieer)

minute/letter/teleletter/despatch/note

DP\AFT: TYI)E: Daiit Gt 14
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DEPARTMENT: TEL. NO:

SECURITY CLASSIFICATION

Top Secret
Secret
Confidential
Restricted
Unclassified

PRIVACY MARKING

.................. In Confidence

Enclosures—flag(s)...........

TO: His Excellency Dr Belisario Betangur Your Reference
President of the Republic of Colombia

feo/
Coands Ofbice

Copies to:

SUBJECT:

Thank you for your letter about the current problems

of the International Development Association.

Britain has always been one of IDA's strong supporters
and I share your concern over the likely size of the next

Replenishment (IDA 7). Unfortunately, however, this

further funding of the Association is being negotiated at
a time when public expenditure constraints are necessary
in many donor countries, including the United Kingdom,

as part of the measures needed to strengthen their own
economies. Because of this, the World Bank's target of
$16 billion for IDA 7 does not command full international
support among donor countries, and I fear that it will
prove unattainable. As you know, contributions to IDA
have always been based on the principle of fair burden-
donors wish

sharing; strongly to adhere to this, and not

to use their limited resources to make gooc any shortfall

in the contributions of others.

Whilst I cannot predict the eventual o:tcome of the

IDA 7 negotiations, I assure you that the Unrited Kingdom

stands ready to support the next Replenishment within
-

the limits of what donors collectively can -Tiord: but

<
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our percentage share will have to be more nearly in
line with our relative economic strength among donors,
and therefore much less than the 10.1% which we contributed

to IDA 6.

We do, of course, have a substantial bilateral aid
programme, with its concentration on assistance to the
poorest countries; and we shall also continue to play our
part in the various European Community programmes to help

developing countries.
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Bogotd, Septiembre 19 de 1983

Sefiora Primer Ministro:

Con mi mis atento saludo, permitame ha-
cerle algunos comentarios en relacidn con la actual situacidén
que atraviesa la Asociacién Internacional de Fomento (AIF)
("International Development Association', IDA).

Como consecuencia de la recesién mundial,
los precios de los articulos primarios provenientes del mundo
en desarrollo, han alcanzado los niveles mis bajos de los Ul-
timos treinta afios, y esto ha afectado especialmente a los
paises mds pobres: estos, que son los principales receptores
de la ATF, utilizan esos fondos para financiar proyectos de
desarrollo comp parte de su lucha contra la pcbreza.

Por tal razdn se han elevado las necesi-
dades financieras de la AIF; por lo cual la administracién del
Grupo del Banco Mundial estd buscando la séptima reposicién de
recursos por una suma de US$16 mil millones. De otra parte,
China, como miembro del Banco Mundial, cumple los requisitos
para obtener préstamos de la ATF y aunque esto redunda en nue-
vas oportunidades para el comercio internacional, plantea tam-
bién una mayor demanda hacia los recursos escasos de la Aso-
clacién.

Comprendo las limitaciones financieras
de los estados en virtud de las actuales politicas administra-
tivas; comprendo las presiones ejercidas sobre el presupuesto
de Gran Bretafia y el hecho de gue las naciones industrializa-
das han tenido que pasar también por un periodo de penuria

Su Excelencia

MARGARET THATCHER

Primer Ministro de Gran Bretaha
Londres
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econémica; y soy consciente de que el pueblo Brité&nico ha es-
tado dispuesto a cooperar cuando quiera gue han surgido situa-
ciones aflictivas en el mundo.

El apoyo al crecimiento de los paises mds
pobres que significa la AIF, podria correr peligro si no se a-
signan a tiempo los recursos adecuados para recuperar la econo-
mia de dichos paises.

Colombia ha recibido digna y oportuna ayu-
da de la Asociacién para su desarrollo; por ello, considera per-
tinente, dirigirse a los gobiernos donantes, haciendo suya la
voz de los dos mil millones de personas mis pobres del mundo,
que atraviesan una situacién desesperada, para sclicitar su coo-
peracién a fin de que la ATF continle contribuyendo al desarro-
1llo a través de su ayuda econdmica: es ghora imperativo que las
economias mis sdlidas agoten esfuerzos tendientes a evitar con-
secuencias politicas y econdmicas impredecibles, que podrian
derrumbar el ya frégil andamiaje del mundo.

Dada la situacién que contempla la ATF,
me he permitido hacer el mismo llamado a sus colegas de Canadi,
Alemania Federal y los Estados Unidos de América, v de otros
paises industrializados, para que, junto con Gran Bretafia, brin-
den su decisivo apoyo a la AIT.

Reciba, sefiora Primer Ministro, el testi-
monio de mi mds alta consideracidn.

.ZLLM Z e

BELISARIO BETANCUR
Presidente de Colombia
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LETTER FROM PRESIDENT BETANCUR TO THE PRIME MINISTER

Te WE HAVE JUST RECEIVED A LETTER FRGM THE PRESIDENT ADDRESSED

TG THE PRIME MINISTER FOR ONWARD TRANSMISS]en TO HER, FGLLOWING IS
UNOFF ICTAL TRANSLATION: - .

SEGINS

wITH MY BEST WISHES, PLEASE LET ME MAKE SOME CEBSERVATICNS ABOUT THE

CURRENT SITUATION AFFECTING THE INTERNATIONAL DEVELOPMENT
ASSOCIATION (IDA).

AS A CONSECUENCE OF THE WORLD RECESSION, THE PRICES OF PRIMARY
PRODUCTS ORIGINATING IN THE DEVELGPING WORLD HAVE REACHED THE[R
LOWEST LEVELS OF THE LAST THIRTY YEARS., THIS HAS PARTICULARLY
AFFECTED THE POORER COUNTRIES. THESE, WHO ARE THE MA|N RECIPIENTS

OF IDA FUNDS, USE SUCH FUNDS TO F INANCE DEVELOPMENT PROJECTS AS
PART OF THEIR STRUGGLE AGAINST PGVERTY.

FOR THIS REASON THE F INANC]AL RECUIREMENTS OF THE IDA HAVE INCREASED:
AS A RESULT THE ADMINISTRATION OF THE WORLD SANK |S SEEKING A

SEVENTH REPLEN|SHMENT OF RESCURCES AMECUNT |G TO US DOLLARE 12000
MILLION. ON THE OTHER HAND, CHINA AS A MEMSER OF THE WORLD 3ANK,
MEETS THE REQUIREMENTS TG OETAIN LOANS FRCM THE DA, AND AL THOUGH
THIS WILL SE OF ADVANTAGE IN CREATING NEW CPPORTUNITIES FOR
INTERNATIONAL TRADE, IT WILL ALSO SRING ABOUT AN INCREASED DEMAND
FOR THE LIMITED RESGURCES AVAILABLE TG THE ASSOCIATION,

| REALISE THE F INANCIAL LIMITATIONS IMPCSES ON STATES BY VIRTUE OF
THE PRESENT ADMIN| STRATIVE POLICIES: | UNDERSTAND THE PRESSURES
EXERTED UPON THE BUDGET OF GREAT 3RITAIN AND THE FACT THAT THE
INDUSTRIAL I SED NATIONS HAVE ALSO HAD TC 40 THROUGH A PERICD OF
ZCONOMIC STRIGENCY AND | AM CONSCICUS THAT THE BRITISH

PECPLE HAVE FELT DISPOSED TO COOPERATE WHENEVER D[ STRESSING
SITUATIONS HAVE CCCURRED IN THE WORLD,

THE SUPPGRT TO THE GROVWTH OF THE POOREST COUNTRIES THAT THE IDA
REPRESENTS MIGHT 3E IN DANGER |[F ADESUATE SUFPCRT IS NCT FORTHCSMING
IN GOOD TIME TG RESTORE THE ECONOMIES OF SUCH COUNTRIES.

COLOMBIA HAS RECEIVED APPRGFRIATE AND TIMELY ASSISTANCE FROM THES
ASSCCIATION FOR HER DEVELCPMENT: SHE THEREFORE FEELS IT APPRCFRIATE
TO ADDRESS HERSELF TC THE DONATING GOVERNMENTS, MAKING HER VCICE

THAT OF THE TwC THOUSAND MILLION SOOREST PEGFLE COF THE WORLD, ''HC ARE
IN A DESPERATE SITUATION, TC RSECUEST THE DONATING COUNTRIES CO0OPER-
ATION SD THAT IDA MAY CONTINUE [TS CONTRISUTION To DEVELOPMENT
THROUGH ITS FINANCIAL ASSISTANCE. IT IS NOW IMPERATIVE THAT THE
STRCNGEST ECONOMIES DC THEIR UTMOST TO PREVENT INPREDICTABLE
“OLITICAL AND ECONOMIC CONSEQUENCES WHICH MIGHT BRING DOUN THE
ALREADY SHAKY FRAMEWORX GF THE “ORLD.

[ 1n viEn
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IN VIEW OF THE SITUATION WHICH CONFRONTS THE IDA, | HAVE TAKEN THE
LIBERTY TC MAKE THE SAME REOQUEST OF YOUR CCLLEAGUES IN CANADA, THE
FEDERAL REPUBLIC CF GERMANY, AND THE UNITED STATES UF AMERICA AS
WELL AS OTHER INDUSTRIAL | SED COUNTRIES, S0 THAT, ALONG WITH GREAT
BRITAIN THEY MAY OFFER THEIR DECISIVE SUPPORT TO THE IDA.

VERY RESPECTFULLY

BEL1SAR1@ BETANCUR
PRESIDENT OF COLOMBIA

ENDS

2e SIGNED CRIGINAL FOLLEWS BY BAG.
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- Foreign and Commonwealth Office

London SWIA 2AH

W orit f‘.m/%m/f eéf(October 1983

International Developnient Association

I enclose a draft reply to the enclosed copy of a letter
to the Prime Minister from President Zia of Pakistan.

You are aware of the background from previous letters
on the same subject. Negotiations on IDA 7 were held in
Washington last month at the time of the IMF/IBRD Annual
Meetings, but they proved inconclusive. Further discussions
among donor countries are due to take place in Paris between
21-23 November.

We shall forward the signed copy of the Prime Minister's
letter by bag, if you agree.

I am copying this to John Kerr (Chancellor's Office).

(J E Holmes)
Private Secretar

A J Coles Esq
10 Downing Street
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DRAFT LETTER FOR SIGNATURE BY THE PRIME MINISTER
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To: His Excellency General M Zia-ul-Haq
President of the Islamic Republic of Pakistan

Thank you for your letter regarding further funding of the

International Development Association.

We are in no doubt about the importance developing countries
attach to the Association's resources as a means of promoting
their economic and social development. Britain is a strong
supporter of IDA, and the likely size of the next Replenishment

(IDA 7) is therefore of some concern to ‘us.

Unfortunately, the negotiations on IDA 7 are taking place at a
time when public expenditure constraints are operating in many
donor countries, including the United Kingdom, as part of the
measures needed to strengthen their own economies. Because of
this, the World Bank's target of $16 billion does not command
full international support among donor countries, and we fear
that such a level will be unattainable. Donor countries will
also want to adhere to the principle of fair burden-sharing, and
not use their limited resources to make good any shortfall in

the contributions of others.

Whilst we cannot predict the eventual outcome of the IDA 7
negotiations, I can assure you that the United Kingdom stands
ready to support the next Replenishment within the limits of
what donors collectively can afford. The UK's contribution will
have to be more in line with our relative economic strength among
donors; this means much less than the 10.1% level which we
contributed to IDA 6, and now acknowledged by other donors as

being very high.

/We






We do, of course, have a substantial bilateral aid programme,
with its concentration on assistance to the poorest countries;
and we shall also continue to play our part in the various
European Community programmes to help developing countries.
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THE ISLAMIC REPUBLIC OF PAKISTAN
General M. Zia-ul-Haq ISLAMABAD
)3 Zzilhaj 1403 AH
2\ September 1983

Her Excellency

The Rt. Hon. Mrs. Margaret Thatcher,M.P.,
Prime Minister of the United Kingdom,
London

benn Magaw\ —Pnim ‘v];h;o’fm,

——
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Your Excellency will recall that in ea;'ly 1982, | had
addressed a letter to you expressing my deep concern at the
decision of the United States to reduce its contribution to IDA VI
and proposed various specific steps to maintain and increase the
flow of IDA resources to developing countries. | was particularly
gratified at your positive response to this suggestion, which was
instrumental in containing a situation which could have created

a major crisis in multilateral economic cooperation.

Your constructive and bold‘action and your demonstrated
support for IDA encourages me to write to you again to underline
the great importance that Pakistan and the developing world attach
to the Seventh Replenishment of International Development Association
(IDA) at levels higher than previous replenishments. | do not have
to stress that IDA represents a very positive and fruitful achievement
in international economic cooperation. It is a vital investment in the
economic development of the Third World and in international peace
itself.
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IDA has contributed in important social and economic
sectors affecting the poorest people in the developing countries.
It has compiled an impressive record of working effectively towards
alleviating the problems of poverty and under-development during
the last two decades. It is, therefore, absolutely essential that the
Viith Replenishment of IDA is agreed at levels higher in real terms
than those agreed for IDA VI. IDA VIiith replenishment to the order
of 16 billion dollars for a three-year period starting from 1 July 1984,
would, according to available estimates, be the absolute minimum which
is needed to meet the requirements of the developing countries for

concessional flow of assistance from this organization.

We are, therefore, greatly concerned to learn that the
United States is planning to limit its contribution to IDA VIl to the
reduced level of $750 million per year and is also considering a
reduction in its contribution in percentage terms which would bring
the overall target for IDA VIl down to $9 billion only, as against
the commitment of $12 billion for IDA VI. We are also given to
understand that some other major donors may be considering a
reduction in their shares for IDA VIl as well in line with the
reduction in the U.S. contribution. We strongly believe that any
such reduction, or even the maintenance of previous levels of
commitment, for the next replenishment period would in effect

mean a major loss in real terms of the resources available to IDA.

I am aware that the contribution of Your Excellency's
Government to IDA has been generous in the past and | am
confident that a similarly positive approach to IDA replenishment

will continue to mark your policies. | am writing, therefore to
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urge you to give your personal attention to this matter and as
an expression of your commitment and support to IDA, and a
continuation of your enlightened economic policies, ensure an

effective and adequate level of replenishment for IDA VII.

The timely replenishment of IDA VII is an investment
in the future of millions of people in many developing countries,
and would constitute a positive contribution to the world
development and peace. Your continuing support would strengthen
the ability of the World Bank system to address itself to the basic

needs of the people of the developing world.

Lﬂk f‘um sind 7113«3»

Ouvss M Ce Yc

y,g,m,\w

General
(M. Zia-ul-Haq)
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