No. 7.78/52
10 DOWNING STREET

THE PRIME MINISTER 21 April 1982

Dear President Zia

Thank you for your letter of 27 March about contributions to the

Sixth Replenishment of the International Development Association (IDA).

The current difficulty arises because the United States has yet to
appropriate in full the contribution it has pledged to IDA 6 and
because the IDA Replenishment Agreement provides that IDA may commit
the contributions of other members only in proportion to the commitment
of the United States for which appropriations have been made. There
has been no suggestion that donor countries might reduce their

contributions as such.

However, following representations made to us about the
consequences for the poorest countries of the application of the
pro rata provision in the IDA 6 Agreement, and the serious
difficulties it is causing countries such as yours, we agreed last
month to waive the pro rata provision in respect of our second
(current) instalment to IDA 6. This means that €370 million of
Britain's grant contribution of £555 million to IDA 6 is now
available for commitment. This is part of our policy of helping

the poorest countries to the best of our ability.

I hope very much that other major donors will follow suit.

They attach importance to the principle of burden-sharing and to IDA

having a broad financial base but they have been told of our decision

and the reason for it.
Every good wish,

(SGD) MARGARET THATCHER

His Excellency General Mohammed Zia-ul-Haq




Lieutenant Genenal
Hussain Muhammad Ershad nde,psc
CHIEF MARTIAL LAW ADMINISTRATOR
PEOPLE’S REPUBLIC OF BANGLADESH
DACCA, BANGLADESH

N0 Aprit 1982.

NO.ERD-7(1) /IDA-8/80

Excellency,

As you are aware, Bangladesh has to depend extensively on
the fLow of external resources to support hen development programme.
In ouwr effort to improve the condition of Life of millions of sugpering
people, we gratefully recognise the generous assistance provided by
friendly countries Like yours and the multilateral development institutions.
A substantial part of external assistance to Bangladesh comes grom the
Wornkd Bank through its constituent agency, the International Development
Association (IDA), which provides interest gree concessional Loans Lo
the poonest countries. IDA credits are highly important to Bangladesh
since in ourn present condition we can not agfornd to have recourse to
commercial borrowing on even IBRD Loans. As one of the Least developed
countries of the Workd, our neliance on IDA fon ginancing ouwr development
projects 48 caitical to achieve the wltimate obfective of self-reliance.

We are worrnied because of the necent developments with
nespect to neplenishment of funds for IDA. As you may know, the whole
situation has arnisen due to delays in US Legislation in committing
its contrnibution to IDA-VI. The total contribution to IDA-VI that was
negotiated and agreed to by all donons was $ 12 billion. The US share
was for a total of $ 3.24 billion. Acconding to the orniginak agheement,
the US Government was supposed to pay $ 850 million 4in the §inst year
(FY 81), $ 1080 million in the second year (FY §2) and $ 1310 million
in the thind yean (FY 83). But, they made a contribution of only $ 500
million in the §inst year and $ 700 million during the current year.




CHIEF MARTIAL LAW ADMINISTRATOR
PEOPLE’S REPUBLIC OF BANGLADESH
DACCA, BANGLADESH

We appreciate the §Lexibility shown by your Government
Last yearn in advancing the §inst part of IDA contribution which
enabled the World Bank to maintain its proghamme Ln that yean despife
the shontfall in the US Contribution. However, 1 have been {nfonmed
that the Wonkd Bank has been forced to plan a cut in £ts IDA credits
in the cuwrent yean by about 37% from $ 4.1 bilkion to $ 2.6 billion.
This is because several IDA donons othen than the United States indicated
sometime ago that they would contribute on pro hata basis matching US
contributions. The cut in IDA credits has affected the ginancing of
our development programmes. The prospects fon the futuwre are Likeky fo
be even more distunbing if the US Legistation further defays the US
contribution and if such actions were to be followed by other dononr
countries including your own.

There is a ghowing apprehension in the developing countrnies
that US $ 12 billion planned to be made available to the poorest countries
through IDA-VI over the three year period from FY 1981 to FY 1983 may
not now become fully available. 1 sincerely hope that this apprehension
is proved unfounded as all of us can appreciate the advernse consequences
0f this forn the very poor countries. I 48 4n this Light that we have
neceived with deep satisfaction and gratitude the news that your
Government has notified the IDA that it would release the batance o4
its full second instalment thus increasing IDA's FY 82 commitment
authornity by about US $ 120 million.

As you well know, the poorest countries in Asia and Africa
ane passing through severe economic and financiak cuUsis.  In addition
to Bangladesh, the poorest countries which nely significantly on IDA

credits fon financing their development proghammes Ainclude countrhies




CHIEF MARTIAL LAW ADMINISTRATOR
PEOPLE’S REPUBLIC OF BANGLADESH
DACCA, BANGLADESH

with high population density in South Asia Like Nepal, India, Pakistan
and Srnilanka and also the poorest Sub-Saharan countriies in Agrica. Any
cut in IDA at this time will be highly disruptive to the economy 04

these countries. 1 hope, it will be possible gor your country to continue
to contrnibute to IDA-VI in accordance with your Government's originak
commitment without establishing a Linkage to the Level of contribution

by the United States. 1 may also request you to use your 4ingluence to

thy to pursuade other donors to maintain their original Levek of
commitment for IDA-VI s0 that this can be preserved as a three year

p/'I. C'QKCU?T?ITQ. ¥

Please accept, Excellency, my henewed assurances of highest
considenations.

(2&.5{3¢Lﬂyfln.t rxg_fNaVQJv .

(H M ERSHAD )

The Right Honourable

Mes. Marganet Thatcher

Pruime. Ministern of the

United Kingdom o4 Great
Britain and Nonthern Ineland.




10 DOWNING STREET

PRIME MINISTER

I apologise for asking you to
sign the General Zia letter
again - it was found to contain
an error,

™.
L ™

20 April, 1982




Foreign and Commonwealth Office

London SWI1A 2AH

15 April 1982
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International Develobment Association (IDA)

£

Thank you for your letter of 5 Aarfffenc]osing a copy
of a Tetter to the Prime Minister from the President of
Pakistan.

I enclose a draft reply for the Prime Minister's

signature: we will forward the signed copy by bag if you
agree.

(J E Holmes)
Private Secretary

A J Coles Esq
10 Downing Street
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FROM: Reference

Prime Minister

DEPARTMENT:

Your Reference

General M Zia-ul-Haq
President of Pakistan Copies to:

SUBJECT:

Thank you for your letter of 27 March about
contributions to the Sfixth Renlenishment of the

International Develonment /Association (IDA).

The current difficulty arises because the United

States has yet to avnropriate in full the contribution

it has pledped e—make/to IDA 6 andzl:he IDA Renlenishment

Agreement provides that IDA may emdy commit the
Dv\l
contributions of othepr mpmbershjn nronortion to the
commitment of the United States for which apnropriations
e i
have been made. Thelre has mel been any sugeestion that
any donor countries miecht reduce their contributions as

such.

However, followine renresentations made to us about
the consequences for the noorest countries of the abnlicatio
of the pro rata nrovision in the IDAG ﬂpreement)and the
serious difficulties it is causing countries such as yours,

we agreed last month to waive the nro rata nrovision in

respect of our second (current) instalment to IDA 6. This

/means




means that €370 million of Britain's grant contribution
of €555 million to IDA 4 is now available for
commitment. This is nart of our nolicy of helning the

poorest cauntries to the best of our ability.

I hope very much that other major donors will

follow suit. They attach imvortance to the orincinle of
burden-sharing and to IDA having a broad financial
base but they have been told of our decision and the

reason for it.




10 DOWNING STREET

From the Private .St."('fé’fr.lf_]r' 5 Aprll 1982
b ]

INTERNATIONAL DEVELOPMENT ASSOCIATION

I enclose a copy of a letter which the
Prime Minister has received from the President
of Pakistan urging that we should maintain our
[DA commitment at the level agreed to in the
S1xth Replenishment, irrespective of any action
on the part of the United States.

I should be grateful if you could let
nave a draft reply for the Prime Minister's

lgnature.

I am copying this letter to Michael Power
(Uverseas Development Administration).

hn Holmes, Esq.,

Foreign and Commonwealth Office.




