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MR PRESIDENT: 

April 27, 1976 

1978 lnterMtional Development 
Assietance Issues 

The attached packaae prepared by OMB was staffed to Messrs. 
Friedersdorf, Greenspan, Marsh, Seidman, Scowcroft and 
Austin. Their recommendations are aa follows: 

Max Friederadorf, Alan Greenspan, Bill Seidman support 
OMB recommendation. 

Jack Marsh supports OMB recommendation for World Bank 
capital increase, ADB and Asian Fund contribution, however, 
concernlna adc.Utlonal lnitatives he supports the Agencies 
recommendation Option 1. 

Tim Austin made no recommendation but commented as follows: 
"Control over the srowth of Federal spendina and a balanced 
budget in FY 79 are two of the Preeident's etronaest issues. 
No action shodd be takera which would seriously question the 
President's abUity to achieve these aoala unless the accompanylns 
trade-ofle are of hlahest priority." 

Brent Scowc:roft prepared an entirely uew memoraradum on this 
subject (TAB D). NSC's memorandum was reviewed by OMB 
and they agree to the wordlna used except where indicated on paae 4. 

Don OgUvie believes this is much too complicated an is sue to 
decide in the short time remaining before your departure and 
believes you might want to take it with you for review. 

Jim Coranor 

• 
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THE WHITE HOUSE 
ACTION 

60UFl.QB~if'Y'JAL - GDS 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

WASIIIN<;TON 

April 26, 1976 

THE PB.ESIDENT ~ 

BRENT SCOWCROFT(U-/ 

Pending Economic Assistance Issues 

Jim Lynn's memorandum to you on 1978 International Economic Assistance 
Issues discusses a number of development assistance initiatives which 
ara important to the North-South dialogue and to our overall strategy of 
increasing the commitment of the developing countries to the existing 
global economic system. 

The issues disc·ussed in the OMB memorandum fall into three categories: 

I. Those requiring immediate action because of pending inter­
national negotiations. 

II. A second group for which an early decision would permit a 
timely initiative by Secretary Kissinger in his speech before the UNCTAD 
meeting in Nairobi. 

III. The balance of our economic assistance program, which need 
not be decided prior to the regular fall budget review. 

Intense interagency discussions have continued since the OMB memo was 
writtenandhaveresulted in substantial progress being made on the issues 
reported as contentious in the OMB memo. Agency recommendations 
are now unanimous on all but three initiatives. 

Category I 

The first category involves U.S. contributions to two international 
financial instituti~ns. 

-.. World Bank. State and Treasury propose that the United States 
pledge $1.5 billion, of which $157 million would be paid-in (appropriated), 
to the World Bank's 1978-80 selective capital increase. Both Jim Lynn 
and I support this proposal. 

CONFID£~i'3'IliL - GDS 
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Asian Development Bank. State and Treasury propose that 
we pledge up to $900 million to the 1977-81 capital increase, with 
$135 million paid-in. OMB agrees with the level of the pledge, but 
argues that we should limit our contributions to callable capital and 
make no paid-in contribution. I agree with State and Treasury. It is 
important for political reasons that we show ·maximum support for a 
financially sound ADB by making a direct contribution .. _ especially 
since our ADF contribution (below) will fall short of the expectations 
of other members. 

-- Asian Development Fund. State and Treasury propose a con­
tribution of $180 million over three years to the ADF, which is the soft 
window of the ADB. OMB recommends a contribution of $150 million. 
The ADF provides more concessional assistance to Asian countries than 
is available from the ADB itselfo I support $180 million; even that 
number is $51 million short of the lSOo/o replenishment resolution which 
Bank members voted. 

Category II. 

The second category includes programs from which the U.S. can reap 
substantial political gains if announced during Kissinger's speech before 
the UNCTAD meeting in Nairobi. 

-- International Resources Bank (IRB). This is the centerpiece 
of the Secretaryrs counterproposal to the UNCTAD commodity progran1. 
The IRB would increase investment in raw materials production in 
developing countries by reducing political risk through the involvement 
of an international institution. It will provide the developing countries 
with additional capital, jobs, technology, and income; provide the inter­
national private sector with more secure investment opportunities; and 
provide the global economy with new sources of raw materials. The 
Secretary will propose a total capitalization of $1 billion, but would 
announce no specific U.S. contribution. Depending on negotiations, the U.S. 
contribution could be up to $200 million, probably in FY I 978. Treasury 
supports the proposal. Since the Lynn memo was written, OMB has 
also agreed. 

GOl>l FIn EN T:bA..L - G DS 
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-- Sahelian Fund. Announcement that the U.S. is willing to 
participate in this Fund, for which negotiations have been underway 
for some time, gives credence to our expressed concern about the 
humanitarian and development problems of the Sahel region. Success­
ful negotiations could lead to a· U.S. commitment of up to $200 million 
in 1978 and $100 million in 1979. 

-- African Development Bank. State and Treasury propose that 
the Secretary announce an additional U.S. contribution of $10 1rillion 
to the African Development Bank. OMB is opposed. I strongly support 
this contribution which will give substance to our claims of commitment 
to assist in African development plans. Such an increase would 
receive strong Congressional support. 

Category III 

.There is no disagreement on how you shc:uld treat the balance of our 
economic assistance programs. State, Treasury, AID, OMB and I 
agree that you should consider all other programs in the context 
of the fall budget review, when we will have additional information 
on the requirements of our various new proposals and of our tradi­
tional programs and can weigh their relative priorities. Only in those 
cases discuss.ed above are early decisions needed. 

DECISIONS 

World Bank. $1.5 billion contribution~ $157-million paid-in. 
(State, Treasury, OMB, and NSC recommend.) 

Approve ----- Disapprove ------
International Resources Bank. Propose creation, with 
$1 billion capitalization, but mention no specific U.S. 
contribution. (State, Treasury, OMBJ> and NSC recommend. 

Approve ----- Disapprove ------

eO"NFIDE~JTIAL .. GDS 
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Sahelian Fund. Announce U.S. willingness to participate, 
but mention no specific U.S. contribution. (A 11 recommend.) 

~MB do not 
recommend. Approve ------ Disapprove _________ _ 

Interagency Disagreement - OMB recommends disapproval. 

Asian Development Bank. ·All agree on contribution of up 
to $900 million. 

Up to $135 million paid-in (Treasury, State, NSC) 

Approve ______ _ Disapprove ______ _ 

No paid-in contribution (OMB) 

Approve ________ _ Disapprove ________ _ 

Asian Development Fund. 

$180 million contribution (Treasury,. State, NSC) 

Approve ------ Disapprove -------
$150 million contribution (OMB) 

Approve _________ _ Disapprove ---..,----
African Development Bank. 

$10 million contribution (Treasury, State, NSC) 

Approve ______ _ Disapprove ------
No contribution (OMB) 

Approve ------ Disapproye ______ __ 

• 



THE WHITE HO"CSE 

ACTION MEMORANDCM WASIIINGTON LOG NO.: 

Date: April 23, 1976 Time: 

FOR ACTION: 
~ax Friedersdorf 

/ cc (for ir.formation): 
VBrent Scowcroft 

AJ.an Greenspan 
~ack Marsh 
/Bill Seidman 

-/'Tim Austin 

FROM THE STAFF SECRETARY 

DUE: Date: Monday, April 26 Time: 
10 A.M. ----------------------------------

SUBJECT: Jim Lynn's Memorandum to the President, dated 
April 22, 1976, regarding 1978 International 
Development Assistance Issues. 

ACTION REQUESTED: 

-- For Necessary Action _ X_ For Your Recommendations 

Prepare Agenda a.nd Brie£ _ _ Draft Reply 

X !'or Your Comments --- Draft Remarks 

REMARKS: 

-~ 

I 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a. 
dda.y in submitting the required material, please 
relephon~ the Staff Secn~tary im.n1.ediately . 

• 

Jim Connor 
For the President 



----- --·-------------------~-- ---·- ~--· ·--~ ------- ··- ----·----··-----~ ----- ---· ~--·- ---

.-\c:·r~·_()~\ >.1J.·-~\.i(J!Z.\<f;.l \.1 

Date:: April 23, 1976 

Max Friedersdorf 
~lan Greenspan 

/.:rack Marsh 
Bill Seidman 

Brent Scov;croft 
Tim Austin 

Monday, April 26 10 A.M. 

Jim Lynn's Menwrandum to the President, dated 
April 22, J. 976, regarding 1978 International 
Development Assistance Is sues. 

X l'cr Y o·ur Rcocom.lncndo.ii.on:,; 

-~ , 

PLEASE ATTACH THIS COPY TO MA'fERil:.L SUBMIT'l'ED. 

Jim Connor 

For the President 
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TO: 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

BOB LINDER 

TRUDY FRY 

The attached is sent to you for 
review before it is forwarded to the 
President. 

I am presently staffing this item . 

• 



ACTION 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

APR 2 2 1976 

MEMORANDUM FOR: THE PRESIDENT 

JAMES #. LYNN FROM: 

SUBJECT: 1978 (nternational Development 
Assistance Issues 

This memorandum reviews a number of development assistance 
proposals for 1978 and 1979, at least some of which should 
be decided now in light of (1) certain international nego­
tiations reaching completion, (2) Secretary Kissinger's 
forthcoming visit to Africa and UNCTAD Conference speech 
in Nairobi, and (3) the May 15 deadline in the neH Con­
gressional budget process. At this point, you need to 
decide: 

0 

0 

How much the U.S. should pledge this month 
to World Bank and Asian Development Bank 
(ADB) capital replenishments. 

Whether you wish to make decisions noH on 
other development assistance initiatives 
that can be announced in Africa or delay 
these decisions until the fall budget re­
view. 

The Issues 

Secretaries Simon and Kissinger and AID Administrator Parker 
are proposing that you approve for 1978 and 1979 a number of 
new foreign aid initiatives and increases in traditional 
programs (see attached letters at Tab A). The proposals 
raise two major problems. 

0 Together the proposals would increase the 
1978 budget by as much as $1.5 billion, 
or 40 percent, above the 1978 planning 
figures in the 1977 Budget and even more 
in 1979 (see table on following page). 
Given Congressional additions to the FY 
1978 and 1979 base on domestic programs 
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I. 

II. 

INTE~~TIONAL DEVELOPMENT AID 
(Program and Outlays in Millions of Dollars) 

1976 1977 
Amended Amended 

PROGRAM LEVELS 
Budget Est. Budget 

A. Pro¥rams at Issue 
1. 111meaia'Ee Dec1sions ,. 

\Vorld Banl< •.....•...•...••.•••••.•••.•.•• 
Asian Development Bank (ADB): 

Ordinary ............................... 121 121 121 
Special ................................ 50 25 751/ 

2. Deferrable Decisions 
International Resources Bank (IRB) ....... 
Sahel Development program . ............ 

1sY Africnn Development Fw1a (APDP) .......... 15 
Functional Development Assistance (AID) ... 930 760 990 .. 
International Organizations and Programs .. 230 202 178 
International Development Association (IDA) 375 320 4304/ 
American Schools and Hospitals (AID) I I I I I 20 20 8 

Total - Items at Issue .............. 1,741 1,463 1,802 
(Excluding Callable Capital)l/ ...... (1,644) (1,366) (1 '7:05) 

B. Other Programs Not at Issue 2/ ............. 2,850 2/ 2,8o5Y 2,3774/ 
(Excluding Callable Capital)1/ ............. (2 ,450) (2,405) (2,017) 

c. Total- DeveloEment Assistan~e Programs .•.• 4,592 4,268 4,179 
(Excluding Callable Capital)}-/ ..... ~ ........ (4,094) (3, 771) (3,722) 

OUTLAYS ........................................ 3,814 3, 792 3,410 

1978 1979 
Plmming Est. Est. 
Level reguest request 

523 523 

121 225 . 225 
so 65 65 

200 
100 200 
10 

966 1,273 1,476 
178 240 270 
375 1,075 1,075 

8 25 25 
1,698 3,736 3,859 

(1,601) (3,074) (3,197) 
2,334 2,326 2,388 

(1,974) (1,974) (1,938) 

4,032 6,062 6,247 
(3,575) (5,048) (5 '135) 

3,298 3,736 3,975 

1J Callable capital consists of borrowing guarantees and does not lead to outlays; the $1.5 billion 1978 . 
budget increase pointed out on page 1 refers to total development assistance excluding callable capital. 

~ Assunes 1976 SlVplemcntal appropriation requests are acted upon favorably. 
y Includes P.L. 480 and additional IFI and bilateral assistance programs. 

1/ Includes budget increases for restoration of 1976 appropriation cuts. 

4/19/76 
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by virtue of rejection of many of your 
FY 1977 cost-savings proposals, and given 
the prospect of lessened tax receipt 
growth by reason of lower-than-expected 
inflation, it is going to be increasingly 
difficult to put together an FY 1978 Budget 
that shows only a small deficit and, by 
FY 1979, a balanced budget. 

Given the lack of Congressional support 
for foreign aid, an extraordinary effort 
would be required to obtain the proposed 
appropriations. 

Timing of Decisions 

2 

The proposals are presented to you now for several reasons: 

1. International negotiations on the World Bank and 
ADB capital increases are nearing completion and 
the United States is expected to make specific 
pledges of support. Thus, Secretary Simon pro­
poses a $1.5 billion subscription to a World Bank 
selective capital increase for 1978-1980 and a 
$1.1 billion replenishment of ADB ordinary and 
special fund resources. 

2. Secretary Kissinger wishes to announce several 
initiatives during his upcoming trip to Africa 
and the UNCTAD Conference in Nairobi. The in­
itiatives include: 

0 

0 

0 

Proposing a new International Resources Bank 
to finance raw materials extraction, with a 
United States commitment to contribute up to 
$200 million in paid-in funds and $1 billion 
in loan guarantees. 

Support for a multinational program for the 
development of the Sahelian African countries 
calling for up to $100 million from the 
United States in 1978 and up to $200 million 
in 1979. 

An additional $10 million U.S. contribution 
to the African Development Bank's special 
fund. 

• 



3. Because of the May 15 Congressional deadline for 
1978 authorizing legislation, AID and State have 
submitted proposals for: 

0 

0 

A 1978 bilateral development aid program 
which would be $300 million above the 
budget planning level for 1978 and $500 
million above the planning level for 1979. 

Voluntary UN contributions which are $60 
million over the 1978 planning level and 
$90 million over the 1979 level. 

In addition, Secretary Simon has pointed out that inter­
national negotiations are now under way on a critical fifth 
replenishment of the International Development Association 
(IDA V) aiming toward a decision among donor countries late 
in the fall or early next y~ar. This could call for an 
increase in budget authority of as much as $700 million 
each year over the planning levels for 1978-1980, and 
raises the question of whether authorizing legislation 
should be transmitted now for 1978. 

While the agencies present good arguments for deciding now 
on some of the proposals, the magnitude of the budget and 
Congressional difficulties argue that all should be care­
fully reviewed as a group in the overall 1978 Budget con­
text. Given likely 1978 Budget stringency, decisions on 
the programs raise a number of basic issues and choices: 

0 

0 

0 

0 

Between foreign aid and other Government 
programs. 

Within foreign aid, between security 
assistance (which is likely to increase 
above 1978 targets) and the development 
aid programs. 

Within development aid, between: 

Multilateral and bilateral programs. 

New initiatives and ongoing activities. 

Between Presidential proposals that have 
a reasonable chance of being approved by 
Congress and the international reper­
cussions of making commitments that are 
broken through Congressional rejection . 

• 
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Because of the complexity and importance of these choices 
and because many of the above proposals have not been com­
pletely developed, a full-scale review cannot be undertaken 
in the next few weeks~ 

Recommendations 

In the absence of such a review, you should consider the 
proposals in two groups: 

1. Because of international negotiating deadlines, 
all agencies agree that you should make de­
cisions now on: 

0 

0 

0 

DECISION: 

0 

0 

0 

The proposed $1.5 billion U.S. contribu­
tion to the World Bank's selective capital 
increase. All agencies recommend approval. 
Outlays would increase by $52 million in 
1978 and in 1979. 

A U.S. contribution to an increase in the 
Asian Development Bank's ordinary capital 
resources, which lends to the economically 
stronger Asian LDCs (OMB recommends no 
paid-in funds, all other agencies support 
up to $135 million paid-in). Outlays would 
increase by $34 million in 1978 and in 1979 
over the OMB recommendation. 

A contribution to an Asian Development Fund 
replenishment for soft loans to the poorer 
LDCs (OMB recommends $150 million during 
1977-1979, all other agencies recommend 
$180 million). Outlays would increase by 
$1 million in 1978 and in 1979. 

See attached issue papers at Tab B. 

Approve World Bank capital increase. 

Approve ADB ordinary capital con­
tribution 

OMB level 

Agency request 

Approve Asian Fund contribution 

OMB level 

Agency request 

• 
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2. Interagency disagreement centers on the three 
proposals to be announced on Secretary Kissinger's 
African trip. 

Option 1 

5 

State sees major foreign policy benefits in Africa resulting 
from proposals for the Sahelian initiative and the African 
Development Fund. They believe that announcement of the 
International Resources Bank will further help improve the 
North-South dialogue at UNCTAD and at the Paris Conference 
on International Economic Cooperation. State does not 
recommend announcing a specific figure for a U.S. contri­
bution to the Sahel initiative at this time, pending the 
results of further study and international negotiations. 
They feel very strongly, however, that the U.S. must 
announce its intentions to contribute $200 million to the 
International Resources Ban~, if this initiative is to 
attain its foreign policy o~jectives. For bilateral aid, 
UN programs and IDA, State, Treasury, and AID would propose 
that indefinite rather than specific authorizing legislation 
be transmitted by May 15. 

Treasury is formally requesting the additional resources 
for the African Fund. Treasury also concurs in Secretary 
Kissinger's proposing the idea of an International Resources 
Bank, but Treasury places a higher priority on contributions 
to the development banks than to IRB. 

Although not explicitly stated, the Option 1 approach 
assumes that priority will be found in the budget this 
fall to permit these initiatives as well as any in­
creases you subsequently approve for AID, UN contribu­
tions, and a subscription to IDA V. 

Option 2 

OMB believes that the United States should propose no 
additional initiatives now. Even without specific 
funding commitments, U.S. sponsorship of new programs 
will ultimately call for our financial support, probably 
at or near the levels the agencies have proposed. OMB 
also questions why, after the many initiatives the United 
States proposed at the September 1975 UN Seventh Special 
Se~sion, additional programs must be proposed only seven 
months later. 

Given the tight 1978 budget situation, it is unlikely that 
foreign aid spending can be increased in the amounts pro­
posed by the agencies for development aid plus the probable 

• 



increases in security assistance. If this is so, the new 
programs will preempt increases, and possibly even force 
cutbacks, in ongoing bilateral programs and in U.S. support 
for IDA. This would undercut the foreign policy benefits 
which might accrue from the new programs, and would result 
in increasing programs of unknown usefulness at the expense 
of programs whose effectiveness has been more clearly es­
tablished. OMB, therefore, recommends that all of the pro­
posed initiatives and program increases be deferred for 
consideration in the fall budget review, at which time we 
should have a much better understanding of the major pro­
posals (especially the IRB, the Sahelian initiative, and 
the options for IDA V). For the interim, OMB recommends 
transmitting indefinite authorizing legislation only for 
bilateral aid and UN programs. 

DECISION: See attached issue papers at Tab C. 

0 

0 

Approv·e Option 1 (State, Treasury, 
AID) 

Approve Option 2 (OMB) 

Attachments 

• 
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WASHINGTON 

fl.Pf? 8 11)-N' 
:;/b 

D2ar }~. President: 

In order to conclude international burdensharing 
negotiations and to cor;,ply 11i th the ne':·l Cong:cessional budget 
schedule, I am requesting your approval of several positions 
on replenisluncnt of the international development bank~. 
The proposed positions have been developed in the NAC 
(~ational Advisory Council) and are su?ported by all the 
voting CJ.f:encics (State, Treasury, Cornr::erce, Federal Reserve 
nnd Ex-Im); on t\•70 cases o:·m recommc;nds lm·;rer amounts. 

Asinn Devclon~ent Fund. We requested Congress to 
prov.:Ccfc- $ISG--1f::Cl:Cior1Io-.C-the first three years of this 
Fund Hhich lends to the poorest count:::-ies in Asia. 
Appropriations have been delayed and for FY 76, Con,sress is 
cuttinB our $50 million request in half. Other donors have 
agreed on a replenishment for 1976-78 at 150 percent of 
the initial contributions -- $231 million for the United 
States. State points out the i8nense inportance of an 
adequate U.S. contribution to show our continued support 
for the Asian region. The NAC agencies believe a modest 
increase to $180 million Hould shm·7 such U.S. support. OHB 
believes we should stick at the previous $150 million level. 
He need to inform the Asian Development Bank of our decision 
by April 9 to permit approval of the bu:cdensharing arrange­
ment at the annual meeting starting Aprj_l 22. 

Asian Development Bc:m1: Cani tal. In neeotiat:i.ons on a 
replcni~-:n:ninto:C the caf)-it-2-:-Io:C-tile Asi2n Developrnent Bank, 
we arc pressing for measures to improve its financial 
condition. If these measures are agreed, the NAC agencies 
rcco.-,::nend app~~oval of a ne':-7 U.S. capit2l subscription bet1·1een 
$GOO and $9C~ million over the four years FY 78-FY 81. Of 
lhi~;, o:1ly 10-15 percc~nt: \·!ould D(~ paic2--in capital rcqui1~ing 
bud~ct outlayJ; the remainder is call2ble canital to back ADB 
bOl.TO\~'in£3 in \·70rld capital IlcHkC ts. 0:·.3 bC"lj_CVCS the paid-in 
contribution should be~ ~;maller than 10 percent. 

· .. -· 
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Horld Bm11::. Capitnl. Similarly, \·~2 2re seeking improvements 
in the: -ITilai1c:La1 structure of the 1.-!o::-l.d Bz~nk in connection ·Hith 
negotiations on a capital increase. I£ the necessary financial 
steps are taken, all NAC agcnciL~S recor:.::::2encl the U.S. take up 
its shire of about $1.5 billion, of ~~i2h 10 percent or about 

.· $150 million would be paid-in with ap?ropriations over the 
three years FY _7 8 to FY _80. 

Africrm Development Fund. The Co-:-:g:::-es s has 1.·ais ed our 
authorTzat:Lonrcquest from $"15 millio::: to $25 million. State 
believes it is important for our rela~ions with Africa that we 
announce promptly that we plan to see~ appropriation of th~ 
additional $10 million in FY 78 to avoi~ a situation wh~re the 
Administration appears to be refusing s2dest assistance urged 
by the Congress. All NAC voti~g agencies concur. · 

Thd ·total budgetary requests requ~red by the foregoing 
wriuld be relatively small -- altogethEr about $155 million ·-­
and actual budget outlays would be spre2d well into th~ 1980s. 
The U.S. share of contributions to thEse banks Hould be 
reduced, but the amount of U.S. contri~utions tends to increase 
modestly as the banks increase their scale of operations partly 
to keep up with inflation. 

The above covers all the developmE:lt: bank decisions I 
believe you should make in 1976. However. you should be aware that 
the ·largest and most difficult decisic:1 ~ill soon be pending --
the size and nature of the U.S. contr:i_~e.tion to the next IDA 
replenishment. The IDA is noH cornmitti_r:g $500 million annually 
of U.S. funds; by agreement with other d~nors we started seeking 
nppropriations a year late; and by spr:;s.ding our appropriations · 
over four years v:e seck $375 million a. year. 1bus ,- the IDA 
is mal::.ing firm commitments of U.S. fur:d.s f2.ster than \·7e are 
scekine (or getting) appropriati.ons. ?or our first contribu-
tion to IDA IV (FY 76) it now appears Co~gr~ss will give us only 
$320 million because of Congrcss:ion2l ~o:-:cer11 that India does 
not usc its LtO percent of these funds -.. ~e~l a.nd that salaries in 
tltc Hod.c.l Ban1~ 2.re too high. 

AI though \·n~ are commi ttccl to U.S. cc:--~t1:irrutions to IDA IV 
thJ~o·.!r:,h F'l /9, negotiation~:; for ID.\ V 2.:::2 al:::e:acly u:1clerHa.y v.lith 
a Ut-::gct of cor1:plctim1 this fall to pe::::.::.t ID.~_ to continue 
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making credits after Jtule 1977. Most other countries are 
prep.:.n:cd to increase their IDA con tribut::Lons subs t·an tially. 
Even if: \·:e can negotia tc a rcduc tion in o'J·.c share, \ve may 
be under great pressure to douhle our annual contrj.bution 
lcvc1. \·Je may also have to double up, i.E:'., ask for 
appropriations for IDA IV and V in the sace year in FY 78 
or FY 79. I do not believe that you should make an IDA V 
decision on the proposed schedule. Instead, this issue 
should be addressed early in 1977. In the meantime, you 
will want to keep this large potential requirement in mind 
·Hhcn me1icing other aid decisions. The a:-::ount of potential 
flexibility on the four decisions recoc:1ended in this letter 
is marginal in relation to IDA requirerrents. 

I strongly recommend that you appro'Je the four budget 
decisions above. Failure to play our part in the interna­
tional developr:H?nt banks \•70uld have an imE1ensc impact on our 
stature in the world and the modest increases in budget 
outlays ·Hill not interfere vJith our overall budget targets. 

Faithfully yours, -----dJ!---
Simon 

The President 

The Hhite House 
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THE SECF:ET!\RY OF ST/\TE 

WASHINGTON 

:t--1arch 16, 1976 
- ':: [ 

Dear l'·lr. Lynn: 

This letter transmits legislative funding proposals 
for foreign economic assistance for FY 1978 pursuant to 
requirements in the new budget act. Because the deveJopment 
assistance portion of the A.I.D. program has been on a 
two-year legislative cycle, our proposals for those accounts 
cover both fiscal years 1978 and 1979. 

The State/AID recommc~ndations are based on a careful 
review of development assistance requirements and reflect 
the importance of the foreign aid program in the implementa­
tion of the President's foreign policy. In brief suwmary, 
I recommend that the authorization request for FY 1978/79, 
to be transmitted by May 15 of this year, contain amounts 
sufficient for a program at the levels shown on enclosure 1. 

I am not at this time proposinq a level for the 
FY 1978 Security Supporting Assistance program, the bulk 
of which is for Middle Eastern countries. We shall submit 
our recor:UT',endations as soon as we are better able to 
assess the status of the negotiating process and forecast 
with more accuracy the economic situation in the countries 
concerned in FY 1978. 

I have proposed substantial increases for bilateral 
Development Assistance and International Organizations; 
I recognize that this involves major policy choices and 
decisions for the President. The details of the Development 
Assistance program are at enclosure 2. 

The Honorable 
James T. Lynn, Director, 

Office of Management and Budget . 
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In real terms the effective size of the bilateral 
Development Assistance program has been on the decline for 
some years. I believe that a major increase is warranted 
at this time for the following important reasons: 

If we are to avoid corrosive and bitter 
confrontation between rich and poor 
countries, it is essential that the 
United States take an active leadership 
role in stimulating international economic 
cooperation. A constructive North-South 
dialogue requires that we increase both 
bilateral and multilateral levels of 
assistance. 

The LDCs--particularly the poorest--will 
continue to press for comprehensive debt 
relief and a greater allocation of SDRs, 
both of which we oppose. We need a 
positive alternative which a substantial 
increase in the bilateral program would 
provide. 

The U.S. contributes less to developrnent 
aid--relative to GNP--than do most donors 
and our performance is getting worse. We 
cannot expect to exercise effective 
leverage on OPEC countries to increase 
their assistance levels unless we improve 
our performance. 

The Congress will be evaluating our progress 
against the reform legislation of 1973 as 
amended in 1974 and 1975. The FY 1975-77 
period has been a time of transition and 
consolidation. U.S. bilateral aid levels 
have remained roughly constant and our 
energies have been directed to changing the 
focus of the program. But the basic ground­
work has been laid for a substantial increase 
in the level of development aid. Congressional 
support has grm·m-·-the margin of victory for 
this year's foreign aid bill was unorecedented-­
and we have carried out a number of~internal 
reforms to insure that we can effectively 
manage an increase of the magnitude proposed . 
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The proposals contained in this letter do not include 
funds for the International rund for Agriculture Development 
(IFAD) or for a major development program that we are 
designing for the Sahel. 

Negotiations with other donors--mainly the OPEC 
countries--on IFAD are not yet complete. The FY 1977 budget 
includes a first $200 million tranche in FY 1976t subject 
to donor agreement. If and when these negotiations bear 
fruit, we may decide to propose a second follow-on tranche 
for IFAD in 1978 or 1979. 

In regard to the Sahel, we have been working for 
some months on a multidonor, multiyear develornnent concept. 
The Congress has expressed a strong interest in this area 
and has asked that we develop a comprehensive development 
program and forward a report together with funding 
recommendations to the Cong:r:ess by April 30. The basic 
proposal should be available for review by mid-March. 

Finally, the proposals contained in this letter 
exclude funding for U.S. contributions to the International 
Financinl Institutions (IFis). These activities will be 
covered in a similar submission from the Treasury 
Department. 

In this connection, while growth in both bilateral 
and multilateral assistance is needed and appropriate, 
it is important that overall budget constraints not 
force a trade-off that would undercut the bilateral 
programs. The United States has a variety of means within 
the general cat:egory of foreign assistance by which it 
can inject national interests and objectives into the 
process of international economic development. The 
instrument which is most irrunediately responsive to 
Executive Branch decision making and is directly repre­
sentative of U.S. technology and institutions is the 
bilateral aid program . 
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Plccse let me know if you need further information in 
support of these programs. 

Best re9ards, 

Henry A. Kissinger 

Enclosures 

1. A.I.D. Program Levels 

2. Development Assistance Program 
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Bilateral 
Development 
Assistance 

International 
Organizations 

Security 
Assistance 

Total, AID 

Enclo~mrc l 

l~. I. D. Progra~ Levels - $ miJ;lions 

1977 
Budget 
Re_guest 

1,225 

178 

Proposed 

1,525 

240 

1978 

% incrca~3e 
over 1977 Proposed 

+24% 1,733 

+35% 270 

1:._,841 "Amounts as may be necessary"_:::_ 

3,245 1,765 N/A 2,003 

• 

1979 

% increa~~.:-~ 
over 1978 

+14% 

+12% 

N/A 
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Agency for International Development 

1978/79 Authorization Levels 

Budget Au·thori ty 

Functional Development Accounts 

International Organizations and Programs 

International Disaster Assistance 

Contingency Fund 

&~erican Schools and Hospitals Abroad 

Foreign Service Retirement Fund 

Total, A.I.D. 

1978 

1,400 

240 

25 

10 

25 

17 

1,717 

1979 

1,600 

27 0 

25 

10 

25 

17 

1,947 
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Agency for International Development 

Program Level by Regional Bureau 
( $ millions) 

p._frica 
Grants 
Loans 

Asia 
Grants 
Loans 

Latin America 
Grants 
Loo.ns 

Near East 
Gra::1ts 
Loans 

Centrally funded Technical Assistance 

Centrally funded population programs 
and assistance to Private Voluntary 
Organizations 

(UNFPl->.) 

Other 

Operating Expenses 

Total 

FY 1976 
Proposed 

157 
87 

70 

322 
62 
260 

233 
46 
187 

31 
20 
11 

62 

118 
(21) 

8 

175 

1,104 

FY 1977 
Budget 

200 
125 

75 

...,..,,.. 
_)_)Q 

67 
269 

201 
50 

lc, ..JJ.. 

43 
20 
23 

77 

125 
( 2 5) 

9 

176 

1,166 
C~rar1ts 

-40_3_ -4T2 
Loans 527 518 
Operating Expenses 175 176 

PrO£OSed 
FY 1978 FY 1979 

265 300 
140 155 
125 145 

435 -?-
:J..J:J 

7o 100 
365 435 

230 230 
50 55 

180 175 

50 47 
25 25 
25 22 

100 125 

180 225 
( 4 2) ( 4 G-) 

13 14 

175 180 

1,448 1,656 
--s-78 ()-g-c§ 

695 777 
175 180 
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Agency for International Development 

Summary of Program Levels - FY 1978/79 

FY 1976 FY 1977 
Request Budget 1978 1979 

Functional Account 1,104 1,166 1,448 1,656 

Other 138 59 77!/ 77!/ 

Bilateral Dev2loprr.ent Assistance 1,242 1,225 1,525 1,733 

International Organizations 197 "178 240 270 

Security Assistance 1,882 1,806 Jl .... n:ounts 
as may 

Middle East Special Requirements Fund 50 45 be necessary 

Total A. I. D. 3,371 3,245 1,765 2,003 

y Co:nposcd of: $25 million for International Disaster Assista::Lce; $10 million for 
the Contingency Fund; $25 million for American Schools and Hospitals Abroad; 
$17 million for Foreign Service Retirement Fund. 
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DEYMHMENT OF. ~>ThTi': 

ACEt'~CY tOR lh!TEF<NATION.t\L DEVELOPMENT 

\VASHINGTQ:\1 

Honor2ble JalilC'.S T. Lynn 
Director 
Office of lbnngemcnt and Budget 

· E.J.silington, D. C. 20503 

Dear Jim: \ 

~ :_ I ~ \ 

:: ~ :. ~ . \ ::. : . ' .... -

In his :~rch 16, 1976 budget letter to o:m, the Secretary of State 
indi.caterl he Hould be subni.tt:ing proposed FY 1978 legislation for U.S. 
participation in a long-term, multi-donor, international development 
investr:;(?nt program for the African Sahel. The proposed legislation 
\·lhich reflects the program approved by the Secreu-:ry is at Tab A. 

A.I.D. has been uorking "t>Ji.th other donors and affected African states 
for the past year on the development of this program. A reajor step 
ionmrd uas taLen at the Narch 29-31 Dakar rueetinz of the Club des · 
Ar~"!:_~.-~.Jal:_el. The Clt:-_~, representing a broe>.d spectrum or-bilateral 
and r.:ultil2teral donors and all the Su.ltelian states, unanin,ously 
agreed that a lonf,-term Sahel develop1~:ent program vras both feasible 
and necessary. Tlte donors and Sahel states agreed to support such an 
effort. 

The Club c-~st:ablished working groups to develop a specific development 
stratc~gy based on 'i~orlcl Bank, FAO and other donor reports and recom­
mendations already available. The vlOrking groups are scheduled to 
have their r0ports ready by the end of the year. 

If we are to secure the necessary Congressional authority in sufficient 
tine for the United States to meet the Club des Anis schedule, we must 
1e2.kc a forn:al pre::;entation of the ne,,r program to the Congress as part 
of O\.ll- FY 197 8 bucl;_;et presentation. 

He belic;vc~ this lW\·7 prog:ram is stronr;ly :justified on grounds of U.S. 
foreir,n policy interests, as an expression of Anerican humanitarian 
principles, on its long-term cost effective~ess, and its technological 
feasildlity. 

Aleong the foreign policy factors 1:hicl: lie behind this proposal are: 

The top priority for all Afric<m countries is econonic develop­
~cnt. A si~nificnnt demonstration of interest in Sahelinn 
clevcloplr:ull ~;auld be highly v.is:ible \~ell beyond the directly­
bC:Ikfitt:ul nat:io:1s nnd tlms serve to enh:.mce our ')Sition in 
the c:ntJ;:t_; continC'nt . 
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Concrete steps are needed to help assure U.S. access to African 
raH materials and to trade nnd investi::ent O?IK>rtunities a.s 
Africa becomes incre<H>ingly important to uE; in economic terns. 

Grc:ater U.s. support for the Sahel u:Lll contribute to progress 
in the overall North-South dialogue \Jhich, -~~~:_l~_l_llia, calls for 
greater concentration on the needs of the poorest nations. 

V&jor U.S. humanitarian responses to Afr:ican drought dJsasters have been 
appreciated as has A.I.D.'s increased regular bilateral development 
nssistancc~ to the area. It Hou1d, hm;ever, be prohibitively costly to 
repeat in future years the recent drought relief effort; woreover, con­
tinuing welfare costs will be enormous if there are no substantial 
jncreases in production and incones. Hhat is needed is a neH program 
for accelerated growth and permanent development for the Sahel. 

Attaclted at Tab B are further details of the development problem of the 
Sahel and the proposed post-drought initiative. An important distinction 
rr.ust be made bet~Jeen the rer,ular A.I.D. bilateral programs to the area 
(c. g. $65 million proposed for YI 1977) ar.d the special Snhel invest­
ment program. lJhile the levels of funding anticipated for our ongoing 
programs Hill contribute to a gradual improvement in the quality of ·life, 
these programs \·Jill never be suffir:iently lc:rr:;e to permit major break­
throughs to achieve permanent transformation of the area. 

The special Sahel investment program v1ill build upon the technology and 
hurr:an resources developed under the regular program but, with a critical 
mass of funds, \vill apply these technologies to significant infra­
structure nnd other programs on n broader more systematic basis through­
out the region. Hhile coordination and integration must be achieved 
betueen these tvo levels of the aid program to the area) their unique­
ness should be maintained, at least in the medium term. 

The financiol~nd budgetary implications of this ne1.;r legislation are as 
follm1s: 

1. Total contributions from all sources will be substantial over 
tbe cor::Lng tHO decades. 
total of $7-8 billion is 
donor sl1are is projected 

In the first seven to ten years a 
anticipated of which the foreign 
at $5 billion. 

2. U.S. contributions of approxim<'ltely one billion dollars are 
proposed to this special program in Addition to somcHhat 
dccreosing levels of re~ular assistance for short and medium­
term progra;~:s. 

3. The: propo:~Pd legi~~lation authorizes U.s. participation in the 
Sahel inve;;tr:c~nt pro;~ram on the b<J.~ds of equitable burden 
sharing ,.;ith other donors) \·lith the U.~;. :;hare not to exceed 
20 per cent of total external contributions. The lcgisl<'ltion 
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authorizes A.l.D. to COiiLrnit up to $300 rrillion at this time. 

If. Because of the long-term nature of the progrea to be financed 
under this Authorization, actual expenditures against these 
con··initn:ents would run over several years. Ot!tlays in FY 1978, 
the first year of the progran, would be about $20 milliom. 

He believe the Con~>,rcss is prcp:ned (as indicated in FAA Section 494b) 
to support this :Lnit:Lat:Lve bo.~:ed on its strong and continuing interest 
in a neH assistance approach for the Sobel. Eoreover, the President's 
decision to seek Conzressional approval now would galvanize African 
and other donor efforts to assure that the long-tc:n;c Sahel development 
program becomes a reality. 

As you are aware, the Secretary is planning a trip to Africa the end 
of this r:!Onth. Announcement of Adrr.inistration cleterr:d_nation to seek 
this Congre:c>sional authority could provide a critically important 
element for the Secretary's forthcoming African trip. It is urgent, 
therefore, that imned:Late consideration be given to this proposal. 

I would be pleased to meet with you to discuss this proposal in more 
detail. 

Sincerely yours, 

~ c.::• _ _,...,,~----
Daniel Parker 

Attachments 
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TA13 A 

The draft 1978--1979 authorization bill transnitted on Narch 4, 1976 

is amended by inserting im1:tediatcly after line 25 on page 6 a ne\v 

section 7 and by renwnbering the following sections accordincly: 

SAHEL DEVELOPH.El:IT PROC<..AH 

SEC. 7. Chapter 9 of Part I of 

the Foreign Assistance Act of 19Gl is amended -

(1) in section 494B by amending tte caption to read 

II 1 p Pl . I! African Deve opment rogram - ann1ng ; 

(2) by inserting immediately after section 494B, the 

follm.;ring ne\v section: 

"Section 494C - AFRICfu"'J DEVELOP~·!E~;r" PROG?~-'IN 

NEGOTIATION AND HlPLD:E:·;IATION 

(a) In order to demonstrate the co:::-unitnent of the United 

States Government to a comprehensive, ~ulti-conor, long-term 

development program for the Sahel, the Presicent is authorized 

(1) to enter into negotiations, based upon the proposal furriished 

to the Congress pursuant to section 494B(d), with members of the 

Club des Amis du Sahel to establish a strategy, program and 

international coordinating mechanism for the development of the 

Saltelian region and (2) to participate in and contribute to the 

implcoentation of the resulting long-tern development plan by 

furnishing assistance on such terns ar.d conditions as he may 

determine on the basis of equitable burden s~aring with other 

donors; provided, however, that United States contributions 

pursuant to this authorization ~:l1all not exceed 20 per cent of 

the total external contribtllions to this lon;-term Sahel development 

pro ;•,r an. 
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(b) There is authorized to be appropriated to the rresident 

for the purposes of this section, in addition to funds otherwise 

available for such purposes, $100,000,000 for fiscal year 1978, 

and $200,000,000 for fiscal year 1979 which amounts are 

authorized to remain available until expended. 

(c) The President shall submit to the Congress fulJ and 

complete data concerning United States participation in and 

op~ration of the long-term develo?2ent program for the Sahel, 

together •<lith proposals for further contributions to such 

program in the annual presentation reaterials on proposed economic 

assistance programs . 

• 



\ \-

TAB B 

Post-Droupht U.S. Initiatives in the AfrirHn Sahel 

A rx.g_r:_o~;al for an Assistance Pro5;ram for tte Sahel 

'.i'he Probl£'-lll 

The drought in the Sahel has been a drc:.tr.c'1tic demonstration of the 
sexiously deteriorating ecological conditio:! of this region. The 
drought has nude clear several phenonec1a l·lhich are unden:ay: 

Desertification is occurring on a l2rge scale. 

Food production capacity in West Africa is seriously threatened. 
It is estimated, on the basis of present trends, that in ten 
years the Sahel will have the requirement to import one million 
tons of cereal in a normal year, eq~al to the largest imports 
made at the height of the drought. 

A repetition of the recent disaster, at much higher financial 
cost to the international donor con:::unity, is probable. 

Further degradation of this region ~ill occur unless dramatic new 
steps are taken. This degradation Hill 2.ffect much more than just the 
Sahel: 

There will be increased population pressures on reduced arable 
land, causing moveJr,ents into other areas and subjecting them to 
deterioration. 

\.Jidespread desertification can af:ect "~<lOrldH:ide climate adversely· 
-- dust from the Sahel drought affected climatic conditions in 
the Caribbean in 1973. 

The Proposed Solution 

The Africans and a number of other bilc-cteral and rwlt~lateral donors 
are agreed that a major attack should be ca~e on the ecological, ~conomic 
and food production problf~J;tS of the Sahel. This Fill be a difficult, 
time-consuming and complex task. One will be dealing with fundamental 
econo:::ic and social issues in an area approxii;tately t\JO-thirds the size 
of the t:n:ited States. 

TracLLUonnl aid levels and method~; in tne Sahel have not been able 
to brjn~ abo1:t the necessary srowth. Thus, AID hcs developed a proposal 
for a co:~1pre:•ensivc L:ult:i-donor progr<:n -- t:ie International Development 
lnvestr::ont l'rogr;u,J for the SaheL 
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This pro~ram vhich ve propose for the Sahel -- like the recent 
IFAD initiative -- \vill attacl: the r.:ultifacetcd problems of develop­
ment in terms of a comprehensive strategy 1.;hich interrelates planning 
and financial justification of requiled prograns in a broad methodolo­
gical way. lt is planned so that each of the parts contributes to a 
definable end prorluct -- eventual self-sufficiency of the Sahel region. 

This progra::1: 

Can provide mechanisms for donors and Africans to reach agree­
ment on program priorities and appropriate technologies to be 
applied. 

Is aimed at reBional needs but allows the African states to 
participate either on a national l:i:'sis or through strengthened 
regional institutions. 

Provides the means through which donors can work in concert 
even though many of their contributions nay, in fact, be made 
on a bilateral basis. 

Can build on the planning, org2nizing and coordinative capacity 
of existing multilateral organizations Hhile permitting national 
donors to retain technological control and obtain appropriate 
credit for their participation. 

A forum exists in which this couprehensive program strategy can now 
be elaborated. Through the efforts of the Chairman of the Development 
Assistance Com1nittee, the Africans have ,,Telcomed the formulation of a 
neH international coordinative mechanis:::1 -- the Club de Amis du Sahel. 

U.S. Participation 

AID has estir:1ated thc.t if the international community \.Jere to 
organize effectively for a systematic c.nd conprehensive attack on the 
Sahel's development problems, foreign and local investment could be 
mobilized and perrr!it substantial movement to'\.;:rard regional self-sufficiency. 
Investrent would be devoted to: 

Initiating the development of Lajor river basins -- the Senegal. 
Gambia, NiBer and Volta, as well as the Lake Chad Basin -- to 
reduce dependence on annual rainfall and promote food production. 

Developinz broader and more co~?rehensive programs for utiliza­
tion and conservation of groun~~ater. 

CndPrtakinr; a 1najor brond-scL~lc'! effort to improve use of dry 
land arc.'lo.; for crop and livestock, particularly in the period 
until coc;prehensive \·:ate.r resCJurces development can have an 
effect. 

Dcvclopinr~ t:ransporti1tion jndustries related to improved agri­
culture. 
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Undcrtnking major reforesiation programs. 

Developing basic infrastructure, especially transportation and 
communications. 

Mounting a concerted, massive attack on the problems of disease 
and inadequately trained human resources . 

• 





International Financial Institutions 

Issue il: World Bank Selective Capital Increase 

Statement of Issue 

Should the United States approve and contribute to the World 
Bank's selective capital increase? 

Background 

The World Bank has proposed a selective increase of $8.3 
billion in its ordinary capital or 33 percent. This would adjust 
members' shares in the Bank to parallel their new IMF quotas. 
The increased U.S. share, $1,569 million with $157 million 
paid-in and $1,412 million callable, would be payable in three 
equal annual installments from 1978 to 1980. Outlays would be 
$52 million each year. 

Although based on adjustments in members,. shares in the nr?, 
the Bank's proposal also reflects its need for capital. The 
Bank's review of the financial implications of its projected 
lending program-- rising from $5.0 billion in 1976 to $7.7 
billion in 1978 and $9.8 billion by .1985 -- indicated a need to 
double its current capital from $30 billion to $60 billion. The 
Bank has recommended a two-step approach: 1) the proposed 
selective capital increase; and 2) a""general capitai increase 
in the early 1980's onwhich negotiations would commence in 1977 
or 1978. 

Treasury has questioned the Bank on two is$ues: 1) the present 
size and growth of the Bank's lending program; and 2) the sound­
ness of the Bank's financial policies. The first issue arose 
because the Bank'.s annual lending program exceeded levels that 
could be sustained without a further capital increase (by its 
charter, total Bank loans cannot exceed member subscriptions 
plus retained earnings). The Bank has, thereby, in the past 
forced donors either to support additional capital increases or 
allow its lending program to decline sharply. In the current 
negotiations, Treasury has forced Bank management to agree to 
limit futur0 lending to levels that .can be maintained without 
further capital increases. As a result, the Bank's lending will 
not increase significantly above the planned level for 1977, 
$5.8 billion, until a general capital increase is agreed upon. 

The second issue involves the financial objectives of the 
Bank and remains in some dispute, although the Bank is not 
seeking the endorsement of future increasesin its lending or 
financial programs at this time • 
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Alternatives 

#1. Approve the proposed increase and subscribe to the 
full U.S. share if the Bank adopts financial 
objectives satisfactory to Treasury (Treasury and 
OMB). 

#2. Delay a U.S. commitment to the selective capital 
increase pending an overall review of the future 
role and mission of the Bank. 

Analysis 

World Bank: Selective 
Capital Increase 
Alt. #1 
Alt. #2 

1977 
p--0 

XXX XXX 
XXX XXX 

1978 1979 1980 
p--0 p--0 p--0 

523 52 523 52 523 52 
0 0 0 0 . 0 0 

1981 
p--0 

XXX XXX 
XXX XXX 

In negotiating with Bank manage~ent, Treasury has concentrated 
on the immediate financial concerns, .leaving basic issues for 
later. In Treasury's view, the immediate concern is the Bank's 
need to arrest the decline in its financial indicators in order 
to assure the confidence of investors dn the Bank's :bonds and 
avoid a liquidity crisis which could trigger calls on members' 
callable capital. Specifically, Treasury argues that the decline 
in the Bank's ratio of reserves to outstanding loans must be 
more quickly reversed than will occur with current financial 
policies and that reserves must grow congruent with increases in 
risk in the loan portfolio. To accomplish this, Treasury has 
pressured the Bank very hard, and has effectively committed 
the United States to support the selective capital increase if 
our requests were accepted. OMB believes these initiatives 
have been timely and that the United States now has no choice 
except to support the increase. The increase has the approval 
of the National Advisory Council (NAC) which is composed of 
Treasury, State, Commerce, Federal Reserve Board and EXIM. 

OMB also believes, however, that it is important that the 
Bank's future role and financial structure be analyzed further. 
In fact, if it were not for the degree of the U.S. commitment to 
the selective capital increase, OMB would argue for a full scale 
review prior to any capital increase • 
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International Financial Institutions 

Issue #2: Asian Development Bank Ordinary Capital 

Statement of Issue 

Should the U.S. continue to provide paid-in capital for 
the Asian Development Bank's ordinary lending? 

Background 

The Bank's proposal for the 1977-1981 replenishment of 
ordinary capital is for a $5 billion, 135 percent, capital 
increase with 15 percent, $744 million, paid-in. A propor­
tional u.s. share would be $814 million with $122 million 
paid-in, or 16 percent of the total increase. Subscriptions 
would be made in four annual installments of $204 million 
with an outlay impact of $30 million a year from 1978-1981. 

Under the proposal, the Bank's ar,nual lending could rise 
from $494 million· in 1975 to $925 mil~don in 1981. The major 
recipients of the Asian Development Bank's (ADB) ordinary 
capital loans are countries of special interest to the United 
States--Korea, Indonesia, Pakistan, Philippines., and Thailand. 
Loans are also planned for Malaysia, the relatively wealthy 
enclaves of Hong Kong and Singapore, and a few smaller recip-
ients. ,, 

Alternatives 

#1. Support a capital increase of up to 150 percent of 
the Bank's capital with up to 15 percent paid-in, 
u.s. contribution up to $900 million with $135 
million paid-in (Treasury req.). 

#2. Limit the u.s. contribution to callable capital 
with no budgetary impact (OMB rec.). 

Analysis 
Pro ram (P) and Outla s 
-r1n millions of dollars 

1975 
Asian Development Bank Actual 
Ordinart Capital P 0 
Alt. # (Treasury req.) 121 20 
Alt. #2 (OMB rec.) 121 20 

• 

1976 
Budget 
p 0 

121 44 
121 44 

1977 
Budget 
p 0 

121 24 
121 24 

1978 
Est. 

p 0 
225 48 
225 14 

1979 
Est. 

-P-0 
225 34 
225 0 

1980 
Est. 

p 0 
225 34 
225 0 

1981 
Est. 

p 0 
225 34 
225 0 
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Treasury, with NAC approval, wants to negotiate a replen­
ishment of ADB capital of 100-150 percent with 10-15 percent 
paid-in. Treasury proposes to agree to a proportionate U.S. 
share in the capital increase in exchange for agreement by 
ADB management 'to increase interest rates and loan charges 
and to reduce grant technical assistance in order to strengthen 
the Bank's income position. Treasury believes that a capital 
increase with paid-in subscriptions is necessary to get manage­
ment to agree to these internal policy changes. Without the 
policy changes, Treasury believes .the Bank will not be on a 
sound financial footing. 

They believe that the ADB requires further 
paid-in capital to be able to'borrow from 
the private market at reasonable costs. 
(The ADB currently pays a slight premium 
compared to the older and more established 
banks.) Additional paid-in capital would 
reduce the Bank's borrowing requirements 
(by 3.bout 10 percent) and enable the ADB to 
maintain financial indicators substantially 
better than the other banks. 

They believe the Bank's concentration in a 
relatively small number of countries increases 
the risk of defaults, and indicates the need 
to maintain superior financial indicators. 

Treasury is also concerned that the Bank's 
borrowings are relatively short term, while 
its lending is long term. This exposes the 
ADB to sudden increases in interest rates 
which could reduce earnings and affect 
financial indicators. Treasury believes 
that the Bank must, therefore, receive addi­
tional paid-in capital as well as tighten 
its own financial policies. 

In addition, State believes tha~ a paid-in 
contribution is necessary to show political 
support for the Bank, particularly given the 
recommendation to reduce the indicated u.s. 
share in the soft-loan replenishment (see 
Issue #3). 

OMB also believes that the Bank needs to develop lender 
confidence--the Bank has only recently entered capital markets 
to raise sizable sums--and share~ this concern over financial 
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soundness. However, OMB believes the ADB's current financial 
position is strong and can remain so without further injections 
of cost-free paid-in capital. The OMB position is based on 
the belief that the hard-loan windows are already sufficiently 
subsidized through paid-in capital and accumulated reserves; 
and in the absence ot compelling arguments to the contrary, 
OMB believes the Bank should be encouraged to move toward a 
position of greater financial self-sufficiency. Moreover, the 
ADB is unlikely to make needed financial policy changes if the 
expectation of further infusions of paid-in capital mak$them 
unnecessary. 

The ADB presently has 32% of its capital 
paid-in, compared to 16 and 10% for the · 
Inter-American and World Banks. The ADB's 
paid-in capital as a share of total would 
remain the highest of all major IFis without 
any additional paid-in capital. 

Comparisons of projections show that the 
ADB's financial indicators will be twice as 
strong as the World Bank's by 1981, without 
any paid-in capital contributions or finan­
cial policy changes. 

,., 
Even if the ADB's target financial indicators 
were accepted as appropriate, the Bank can 
attain its· desired financial ratios by bringing 
its financial policies into line with those of 
the other development banks. 

The Bank .has not yet submitted the requested 
analysis of the possible financial impact of 
a sudden rise in interest rates. OMB's tenta­
tive analysis indicates that the problem is 
not significant. 

Finally, if the ADB continues to require pro­
portionately two to three t~mes the equity 
capital of other banks, then investment by 
the U.S. in this Bank is inefficient and the 
U.S. should rely on the World Bank instead. 

Agency Request: Alternative #1. 
Simon be permitted to commit the 
in our contribution to the ADB's 
150 percent or $900 million with 

• 

Treasury requests Secretary 
United States to an increase 
ordinary capital of up to 
up to $135 million paid-in . 
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OMB Recommendation: Alternative #2. OMB recommends that 
Secretary Simon be instructed to negotiate a capital increase 
consisting entirely of callable capital. 

Decision: 

Approve Treasury request (State .and NSC concur). 

Approve OMB recommendation. 

;I 
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International Finar.=ial Institutions 

Issue #3: Asian Development Fund 

Statement of Issue 

What total contribution should the U.S. agree to provide 
to the replenishment of the Asian Development Fund (ADF)? 

Background 

A replenishment resolution was adopted by the Bank in 
December 1975 calling for total contributions of $830 
million, 150 percent of current resources, with an implied 
U.S. share of $231 million or $77 million a year. Because 
of past congressional delays and budget cuts, Treasury did 
not commit the U.S. to provide a specific amount for the · 
replenishment. Subsequently, Congress cut $25 million from 
the $50 million request in 1976 for the last installment on 
the previous replenishment. The 1977 budget includes $50 
million for the first U.S. installment, to which the $25 
million reduction in 1976 will be added. 

Alternatives 

#1. Increase annual contribution to $77 million 
per year, (ADB resolution) • 

#2. Increase annual contributions to $65 million, 
for a $180 million three-year level (Treasury 
req.) • 

#3. Maintain past contribution levels in 1978 and 
1979 ~t $50 million, for a $150 million three­
year total (OMB rec.). 

Analysis_ 

Program (P) and Outlays (0) 
(In milllons of dollars) 

1975 1976 1977 1978 1979 1980 
Asian Deve1oQment Bank Actual Budget Budget Est. Est. Est. 
Develo~ment Fund .£ Q E 0 p 0 p --0 p --0 p --0 p 

1981 
Est. 
--0 

Alt. #1 (ADB res.) 50 50 10 77 i8 77 37 77 56 XX 6T XX IT 
Alt. #2 (Treas.rec.) 50 50 10 50 17 65 35 65 51 XX 54 XX 55 
Alt. #3 (OMB rec.) 50 50 10 50 17 50 34 50 50 XX 50 ·XX 50 
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If fully subscribed, the replenishment would support a 
$300 million annual lending level up from $166 million in 
1975. The major recipients will be Bangladesh, Pakistan, 
Afghanistan, Burma, and Sri Lanka (India is excluded by 
its own request}. 

Agency Request: Alternative #2. While assigning the ADF 
low priority, Treasury, with NAC approval, requests funding 
of $65 million in 1978 and in 1979~ Treasury and State 
believe a lower level might unravel the entire replenish­
ment (as other countries would then cut their contributions} 
and would show a lack of u.s. support for the Bank and the 
Asian region. 

OMB Recommendation: Alternative #3. OMB believes that the 
increase is unnecessary in view of the substantial portion 
of IDA, AID, and P.L. 480 funds which the South Asian coun­
tries will receive; and that U.S. support for the Bank and 
the East Asian countries would be dE!monstrated by the ADB 
ordinary capital increase. The Bank will be disappointed 
by a u.s. failure to provide the f1.1ll amount it is seeking; 
the reduction being proposed by Treasury does not have any 
particular programmatic basis. 

A $150 million total u.s. contribution would equal pledged 
U.S. subsc~iptions to date-- subscriptions which.have not 
been fully paid-in. While the proposed increase is rela­
tively small, it is only one of many proposed 1978 initia­
tives which together represent substantial budgetary and 
legislative competition for the potentially higher priority 
U.S. aid initiatives such as IDAI the IRB, and the Sahel 
proposal. 
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Issue #4: Establishment of an International Resource 
Bank 

Statement of Issue 

Should the U.S. propose the establishment of an in­
ternational Resource Bank (IRB)? 

Background 

The State Department with Treasury and NSC concurrence 
proposes that Secretary Kissinger in his speech at UNCTAD IV 
announce U.S. support for the establishment of an IRB under 
World Bank auspices. The objective would be to help reduce 
political risk in foreign investment in raw materials pro­
duction in less developed countries. The IRB would have an 
initial paid-in capital of as much as $1 billion with 
possibly another $5 billion in borrowing guarantees, or a 
total of up to $6 billion as a loss reserve. The Secretary 
would offer a U.S. contribution of $200 million to the paid­
in capital and $1 billion in borrowing guarantees in 1978. 

Analysis 

Many of the specific elements o.f _ IRB operations have 
not yet been determined by State and are to be resolved 
in international negotiations, probably under CIEC auspices. 
Under the broad principles outlined by State, the IRB would 
support consortia of LDC governments and foreign firms which 
would enter into production agreements proteciing both 
parties. The main IRB role would lie in providing non­
equity financing by issuing bonds, backed by liens on the 
commodity output of the consortia. The bonds would also 
be backed by guarantees against commercial failure from 
both the LDC governments and the participating private 
firms. IRB guarantees of the bonds, backed by its paid-in 
cap~tal and borrowing guarantees, would cover only political 
risks. State anticipates that the bonds would offer partici­
pating private firms a secure means of investment, and other 
investors could also purchase the bonds. 

In addition to providing investment ~apital, State is 
also proposing that IRB could provide supplementary fi­
nancing for commodity buffer stocks. 

State foresees a number of potential benefits from the 
IRB: 
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Tactically, it offers an alternative to the 
LDC-proposed $6 billion common fund for an 
integrated commodity prQgram, which is un­
acceptable to the United States. 

Politically, it is the only major new U.S. 
concession to the LDC's which will be 
offered in Secretary Kissinger's UNCTAD 
speech and may be the minimum necessary to 
maintain a positive dialogue with the LDC's. 

Economically, it is expected to encourage a 
more efficient worldwide allocation of in­
vestment in raw materials by reducing the 
political risks of expropriation. 

Finally, State also believes that the IRB 
might encourage additional investment in oil 
and gas, thereby putting downward pressure on 
OPEC prices. 

2 

OMB has reviewed the State proposal and agrees that 
there are potential benefits, ~specially in the area of 
encouraging new institutional means for financing in­
vestment in extractive industries. However, the pro­
posal is still tentative and OMB has serious reservations 
about its feasibility for several teasons: 

OMB questions the strategy of continuing to 
undertake new policy initiatives at successive 
international conferences in order to avoid a 
confrontation with LDC's. The long-term cost 
of this policy could be high in budgetary terms 
and is already resulting in a proliferation of 
international programs. 

The proposal may not be politically attractive 
to the LDC's since they have traditionally re­
si$ted proposals to provide political-risk 
insurance on a multilateral basis. 

The proposal has a number of features which 
make its economic effectiveness questionable: 

The market for commodity bonds 
is untested . 
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There is no political risk insurance 
against eipropriatio~ of ~rivate 
equity investment (the main foreign 
investment problem) . At the same 
time firms would have to bear the full 
commercial risk of a highly leveraged 
project. 

Using IRB paid-in capital to finance 
buffer stocks would preempt its use 
as political risk backing. Any sig­
nificant buffer stock operations would 
probably require additional infusions 
of paid-in funds. 

The proposal is contingent on OPEC's matching 
developed country contributions. However, OPEC 
participation is highly uncertain, as evidenced 
by their inability to date to provide any funds 
to the International Fund for Agricultural 
Development, which they initiated with a similar 
matching formula. 

OPEC countries if they participate, would resist 
having the IRB finance oil and gas investment. 
Without such financing one of the purported 
benefits of the Bank would·be eliminated. 
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In short, there are a number o£ major questions on the 
IRB which need to be resolved. A decision to go ahead 
with the initiative now runs the serious risk of competing 
with the pending U.S. efforts to increase World Bank and 
International Finance Corporation funding (which will also 
support raw materials investment); and it might also com­
pete with efforts to secure adequate funding for the fourth 
and fifth IDA replenishments. 

Agency Request 

State, Treasury, and NSC staff believe that the IRB 
proposal should be announced now to help improve the North/ 
South dialogue at UNCTAD. They believe that IRB would 
improve the climate for resources investment. 

OHB Recommendation 

The agencies have provided only the broadest descrip­
tion of how IRB will operate, and of how it will achieve 
its objectives. OMB has serious reservations about the 
ability of an IRB to achieve its economic and political 
objectives and on the feasibility .of its operations. 

------·······-----------····-·-··-···----
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Bilateral Development Assistance 

Issue #s: Sahel Development Program 

Issue 

Should the Administration propose a major miltidonor program 
to promote economic self-sufficiency for the countries of 
Sahelian Africa? 

Background 

Since the disastrous drought in 1969-1973, potential donors 
have been developing a plan that would reduce or eliminate 
the impact of another drought by fost·ering agricultural self­
sufficiency in the Sahel. The U.S. has encouraged this plan­
ning and the Congress has earmarked funds for the development 
of a long-term Sahel development plan. 

A joint donor-recipient group of countries, called the "Club 
des Amis du f3ahel" has recently been established, and met last 
month in Senegal and established working groups to devise a 
mutually-agreeable Sahel development plan. AID, with the 
approval of the Secretary of State, is now requesting authori­
zing legislation that would permit a U .. s. "commitment" of up 
to $300 million in the 1978-1979 period to the prog+am they 
anticipate will emerge from the working groups. 

Alternatives 

#1. Announce now u.s. support of a Sahelian 
program without a specific funding commit­
ment but anticipating a $100 million in 1978 
and $200 million in 1979 (Agency req.}. 

#2. Defer any decision until the fall budget review. 

Analysis 

State/AID argue that this initiative is appropriate for 
foreign policy, development and humanitarian reasons. 

Africa has become more important to the U.S. 
recently, and a new initiative would give evi­
dence of America's concern • 
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The Sahelian countries are among the poorest 
in the world, and there is an international 
consensus for a Sahel development program; and, 

The recent drought caused widespread human suf­
fering, and unless major action is taken, there 
will be periodic tragedies in the future~ 

OMB believes that there is not sufficient basis for a deci­
sion on this initiative now: 

Special international assistance funds and 
programs have been proliferating (e.g., the 
IFAD) and they should be given a chance to 
operate before additional mechanisms are set up; 

The U.S. already contributes. to the Sahel 
bilaterally, and multilaterally through the 
UN, the World Bank and IDA, the African Develop­
ment Fund and, prospectively through IFAD. The 
amou~.1ts of funding already going into the Sahel 
from these and other sources may be more appro­
priate than a massive new international effort 
($7-10 billion over 10 years, in the State/AID 
estimate); 

The total population of the Sahel is less than 
30 million and the countries are·not of major 
political importance. By contrast, the com­
bined population of Pakistan and Bangladesh, 
also needy countries, is five times that of 
the Sahelian states; and, 

While the indication of u.s. involvement would 
probably be timely, the funds are not yet needed 
and the magnitude of the appropriate U.S. contri­
bution is not yet known. 

Agency Recommendation - Alternative #1, announce U.S. support 
for the Sahelian program. 

OMB Recommendation - Alternative #2, defer a decision until 
the fall budget review • 
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International Financial Institutions 

Issue #6: African Development Fund 

Statement of Issue 

Should the United States contribute aft additional $10 millfunin 
1978 for its initial subscription to the African Development 
Fund (AFDF)? 

Background 

The AFDF began operations in 1973 with a capitalization of $106 
million and a proposed U.S. share of $15 million. Total con­
tributions now equal $152 million and negotiations have been 
underway for sometime on a replenishment, with pledges from most 
current members now totaling $114 million. 

A $15 million 1976 supplemental for the initial.U.S. contribution 
is pending before Congress. It is to be paid to the Fund in three 
annual $5 million installments during 1976-78. Authorizing 
legislation for the AFDF, awaiting final congressional action, 
provides for a U.S. contribution of $25 million. 

Alternatives 

#1. Seek an additional $10 million appropriation in the 
1978 budget for the initial subscription, adding $2 
million to 1978 outlays and $4 million to outlays 
in 1979 and 1980 (Treasury r~q.). · 

#2. Seek no additional funding in 1978 for the initial 
subscription (OMB rec.). 

Asency Reguest: Alternative #1. Treasury, with NAC concurrence, 
recommends seeking the additional $10 million in 1978 to match 
a $25 million Canadian replenishment pledge. State believes that 
failure to seek the additional funds would antagonize Congress 
and the Africans. The agencies wish to announce the U.S. con­
tribution at the Bank's annual meeting in May. 

OMB Recommendation: Alternative #2. The AFDF is making a relatively 
m1nor contr1but1on to African development as compared with the 
higher-quality lending of IDA, which provided $413 million in 
loans to sub-Saharan countries last year. OMB recommends 
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deferring decision on this issue until the fall 1978 budget review 
and that the additional $10 million could be applied to a future 
replenishment rather than increasing the size of the initial 
contribution. This constitutes one of a number of items in 
budgetary competition with the higher priority IDA contribution . 
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Bilateral Development Assistance 

Issue# 7: AID Development Assistance 

Statement of Issue 

Should a-decision be made now to make major increases in 
the regular AID bilateral development assistance program in 
1978 and 1979? 

Back9round 

AID with State concurrence proposes program levels for its 
ongoing bilateral assistance activities of $1,273 million in 
1978 and $1,476 million in 1979. The 1978 level is a 29 percent 
increase over the amount requested in"the 1977, which was used 
as the budget planning level for 1978 in the 1977 budget. The 
1979 request, which AID proposes now·in order to continue the 
recent practice of seeking two-year authorizations, is 50 percent 
above the planning level. 

The proposal projects two program trends: 

Almost all of the increase in country program funding 
would be provided to the poorer countries of Africa 
and South Asia (India, Pakistan, Bangladesh); and, 

There is a heavy emphasis on centrally-administered 
grants which are allocated primarily to U.S. or 
international institutions rather than directly to 
developing countries. 

Specific supporting country and program details, however, 
are not yet available. 

Alternatives 

#1. Transmit authorizing legislation by May 15 providing 
for a $307 million incre.ase in functional develooment 
assistance programs in 1978 and a $510 million increase 
in 1979 (Agency req.). 

#2. Do nttspecify a definite amount in the authorizing 
legislation and defer a decision on this program 
until the fall budget review • 
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Analysis 

Despite the fact that the appropriations committees have 
held the functional program at a constant level for the past 
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three years, AID believes that it is important to seek an increase 
in functional assistance. They point out that this is in line 
with the mandate of the authorizing committees to provide more 
aid to the poorest countries and peoples. AID believes that 
increased bilateral assistance is an important adjunct to the 
new multilateral aid initiatives which the United States has 
proposed in the course of the North/South dialogue. They 
believe that increased central funding for u.s. initiatives 
will help obtain greater U.S. private sector support for bilateral 
aid. · 

OMB has reservations about the direction and extent of AID's 
proposed program growth. Taking into account the new Sahelian 
Africa program which AID is proposing separately, Africa would 
receive as much as $500 million by 1979, nearly five times the 
levels of recent years. In addition to the foreign policy issue 
of regional priorities, OMB believes there may be absorptive 
problems, particularly in the Sahelian countries. Because India 
is not currently receiving aid and may not be a recipient in the 
future, the increases proposed for South Asia may. be provided 
primarily to Pakistan and Bangladesh, and AID does not have 
a well thought out plan for maximizing the development impact of 
these potentially large programs. 

OHB believes that some of the centrally-funded programs may 
be relatively ineffective in achieving developmental and foreign 
policy objectives. OMB also questions the heavy emphasis on 
commodities in AID's family planning programs, which receive 
substantial central funding. 

Even with these reservations, OMB believes that the bilateral 
aid program may be a significantly more effective u.s. policy 
instrument than several of the new multilateral initiatives. This 
argues for a full-scale review of all proposed and ongoing foreign 
aid programs in the context of the 1978 budget. 

Agency reguest: Option 1. AID requests substantial program 
increases in 1978 and 1979. 

OMB Recommendation: Option 2. OMB recommends deferring bilateral 
program level decision. 

Decision: 

AID request 

OMB recommendatio~ 
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Multilateral Assistance 

·Issue # 8 International Organizations and Programs 

Statement of Issue 

Should a decision be made now to make major increases in the 
1978 and 1979 budget levels for u.s. voluntary contributions 
to international organizations above the 1977 level? 

Background 

The United States provides voluntary contributions to ten 
international organizations and programs primarily to support 
economic development and provide humanitarian relief. The bulk 
of the contributions goes to the UN Development Program, the 
UN Children's Fund, the UN Relief and Works Agency for 
Palestinian Refugees, and development assistance activities of 
the Organizations of American States. 

Alternatives 

#1. Transmit authorizing legislation by May 15 specifying 
$240M in 1978 and $270M in 1979 for voluntary con­
tributions. (Agency req.). 

#2. Do not specify a definite amount in the 1978 and 1979 
authcrizing legislation. (OMB rec.). 

Analysis 

(in millions of dollars) 
1977 "1978 1979 1980 1981 

Budget Est. Est. Est. Est. 
BA OL BAOL MOL i3AOL BA'OL 

IOP; Agency request: 178 175 240 230 270 255 270 255 270 255 

Agency request: State's requests for FY 1978 and 1979 represent 
substantial increases over the relatively tight $178 million 
1977 budget request, which was used as the budget planning level 
for 1978 and 1979. State contends that these increases are 
needed to supplement the u.s. initiatives presented at last 
fall's Seventh UN Special Session as a demonstration of U.S. 
concern for the developing countries. Most of the proposed 
increases are justified in terms of U.S. political objectives 
in the UN and the OAS rather than developmental objectives • 
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OMB Recommendation: Given the large number and relatively high. 
budget cost of the U.S. special session initiatives, OMB questions 
whether increases in voluntary contributions are necessary for 
a further improvement of the North/South dialogue. Moreover, 
OMB has reservations about the relative effectiveness of some of 
these programs in achieving U.S. developmental objectives and is 
undertaking a longer-term review of several of them. If a 
decision on specific amounts is to be·made now, 01'1B finds no 
strong justification for any increase over the planning targets. 
In line with its overall strategy of delaying most 1978 decisions 
to the fall, OMB recommends that an indefinite amount be 
transmitted in the next month's authorizing legislation • 

• 



• 
Issue # 9 

International Financial Institutions 

Fifth Replenishment of the International Development 
Association (IDA V) 

Statement of Issue 

Should the Administration 11 double-up 11 on payments to IDA 
in 1978 in order to get back on schedule for the fifth replenish­
ment? 

The Problem 

The United States is committed to a $1.5 billion contribution 
to the fourth replenishment of IDA which is being obligated at 
a rate of $500 million a year for the period 1975 to 1977. By 
June 30, 1977, IDA will have exhausted its commitment authority. 
International negotiations began in November 1975 on the fifth 
replenishment of IDA for the period 1978-1980. 

Past conc;iressional opposition has resulted in U.S. payments 
to IDA IV being stretched out over the four years, 1976 to 1979 
(versus the c.Jmmitment period 1975 to 1977). The cut in the 
first IDA IV appropriation request from $375 to $320 million this 
year may result in U.S. payments to IDA IV being delayed still 
further. As a result, unless requests for IDA IV and IDA V 
appropriations are doubled-up in 1978 and 1979, the Administration 
would not be able to seek funds for IDA V until 1980 or 1981, by 
which time the IDA V replenishment and commitment period will 
be over. 

U.S. agencies have been examining how to permit the U.S. to · 
participate in a substantial replenishment of IDA V, as pledged 
by Secretaries Kissinger and Simon, given the difficulties outlined 
above. The three basic alternatives all present major problems. 

Alternative Approaches to IDA Fundins 

(1) The U.S. could attempt to. get IDA and the other major 
donors to agree to u.s. participation in IDA V with u.s. payments 
delayed until 1980 or 1981. This would require that IDA co~nit 
loans against U.S. pledges up to.three years before funding is 
obtained from the Congress. Further, it would require other donors 
to put up funds to cover both their pledges and those of the 
United States (up to $800 million to cover outlays on U.S. pledges) 
until U.S. appropriations are obtained. Unless the Congress can 
be prevailed upon to agree to provide specific levels of funding 
for IDA V in the 96th and 97th Congress, IDA and. the other donors 
are unlikely to accept u.s. participation under these circumstances. 
In that event, the u.s. and poss~bly other donors would drop out 
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of IDA V and IDA would have to sharply reduce its lending activity 
until IDA VI in 1981-83, when the u.s. might again be in a 
position to participate. 

(2) The Administration could request that additional special 
paymeDts arrangements for the u.s. be provided by IDA, and accepted 
by other donors. This would entail an explicit shifting from a 
basis of seeking appropriations prior to entering into obligations · 
to requesting appropriations on the basis of disbursement require­
ments. In this case, the U.S. would, within a few years, have 
billions in unfunded international obligations. The Administration 
would have difficulty getting IDA and other donors to accept this 
arrangement and would find itself in the position of seeking IDA 
appropriations well in excess of those obtained recently. Finally, 
given the past record of the appropriations committees in 
providing funds under the above circumstance~ there is the strong 
likelihood that the U.S. would put itself in the position of being 
unable to meet its obligations. OMB strongly objects to this 
approach as being fiscally unsound and probably illegal under the 
Budget Reform Act, although Treasury be:'_ieves it should be explored 
further. 

(3) Finally, the Administration could make a· strong and 
concerted effort to reverse past actions on IDA appropriations 
and obtain funding for IDA V on schedule, three equal ·annual 
payments in fiscal years 1978-1980. This would require the 
Administration to seek total IDA appropriations (for IDA IV and V 
combined) in 1978 and 1979 at $875-1075 million a year, compared to 
actual appropriations of $320 million·a year in the last four 
years. Outlays, however, would be less sharply affected, rising 
by $100-150 million in 1978 and $250-300 million in 1979. If 
successful, this approach would eliminate international difficulties 
but would create budget pressures, be difficult to sell to the 
Congress, and would probably pre-empt at least some of the other 
aid initiatives. 
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THE WHITE ·' HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: April 8, 1976 Time: 

FOR A~ION: cc (for information): J(1 
Ji~:-- \l"?ack Marsh - ~ 

~ax Friedersdorf- V/Bill Seidman 
~Alan Greenspan.. Arent Scowcroft-

FROM THE STAFF SECRF:r')(ff..Jm ustin .{Mort~ 

DUE: Date: Saturday, April 8 Time: 

SUBJECT: 

Secretary Simon's letter of April 8, 1976 
regarding several positions on replenishment 
of the International development bank. 

ACTION REQUESTED: 

__ For Necessary Action _x_ For Your Recommendations 

_ _ Prepare Agenda and Brief __ Draft Reply 

~- For Your Comments _ Draft Remarks 

REMARKS: 
~ 

/ 

Unfortunately we did not receive this letter in time to comply 
with Secretary Simon's request in the second paragraph but 
we would like to have this package staffed and on the President's 
desk when he returns on Sunday. 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, please 
L:;lophone the Staff S.acretary immediately . 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 

APR 8 1976 

Dear Mr. President: 

In order to conclude international burdensharing 
negotiations and to comply with the new Congressional budget 
schedule, I am requesting your approval of several positions 
on replenishment of the international development banks. 
The proposed positions have been developed in the NAC 
(National Advisory Council) and are supported by all the 
voting agencies (State, Treasury, Conrrnerce, Federal Reserve 
and Ex-Im); on two cases OMB reconrrnends lower amounts. 

Asian Develolment Fund. We requested Congress to 
provide $150 mil ion for the first three years of this 
Fund which lends to the poorest countries in Asia. 
Appropriations have been delayed and for FY 76, Congress is 
cutting our $50 million request in half. Other donors have 
agreed on a replenishment for 1976-78 at 150 percent of 
the initial contributions -- $231 million for the United 
States. State points out the inunense importance of an 
adequate U.S. contribution to show our continued support 
for the Asian region. The NAC agencies believe a modest 
increase to $180 million would show such U.S. support. OMB 
believes we should stick at the previous $150 million level. 
We need to inform the Asian Development Bank of our decision 
by April 9 to permit approval of the burdensharing arrange­
ment at the annual meeting starting April 22. · 

Asian Development Bank Capital. In negotiations on a 
replenishment of the capital of the Asian Development Bank, 
we are pressing for measures to improve its financial 
condition. If these measures are agreed, the NAC agencies 
reconrrnend approval of a new U.S. capital subscription between 
$600 and $900 million over the four years FY 78-FY 81. Of 
this, only 10-15 percent would be paid-in capital requiring 
budget outlays; the remainder is callable capital to back ADB 
borrowing in world capital markets. OMB believes the paid-in 
contribution should be smaller than 10 percent. 
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World Bank Capital. Similarly, we are seeking improvements 
in the financial structure of the World Bank in connection with 
negotiations on a capital increase. If the necessary financial 
steps are taken, all NAC agencies recommend the U.S. take up 
its share of about $1.5 billion, of which 10 percent or about · 
$150 million would be paid-in with appropriations over the 
three years FY . 7 8 to FY 80. 

African Development Fund. The Congress has raised our 
authorization request from $15 million to $25 million. State 
believes it is important for our relations with Africa that we 
announce promptly that we plan to seek appropriation of the 
additional $10 million in FY 78 to avoid a situation where the 
Administration appears to be refusing modest assistance urged 
by the Congress. All NAC voting agencies concur. · 

The total budgetary requests required by the foregoing 
would be relatively small -- altogether about $155 million 
and actual budget outlays would be s.pread well into the 1980s. 
The U.S. share of contributions to these banks would be 
reduced, but the amount of U.S. contributions tends to increase 
modestly as the banks increase their scale of operations partly 
to keep up with inflation. 

The above covers all the development bank decisions I 
believe you should make in 1976. However, you should be aware that 
the largest and most difficult decision will soon be pending --
the size and nature of the U.S. contribution to the next IDA 
replenishment. The IDA is now committing $500 million annually 
of U.S. funds; by agreement with other donors we started seeking 
appropriations a year late; and by spreading our appropriations 
over four years we seek $375 million a year. Thus, the IDA 
is making firm commitments of U.S. funds faster than we are 
seeking (or getting) appropriations. For our first contribu-
tion to IDA IV (FY 76) it now appears Congress will give us only 
$320 million because of Congressional concern that India does 
not use its 40 percent of these funds well and that salaries in 
the World Bank are too high. 

Although we are committed to U.S. contributions to IDA IV 
through FY 79, negotiations for IDA V are already underway with 
a target of completion this fall to permit IDA to continue 

• 



- 3 -

making credits after June 1977. Most other countries are 
prepared to increase their IDA contributions substantially. 
Even if we can negotiate a reduction in our share, we may 
be under great pressure to double our annual contribution 
level. We may also have to double up, i.e., ask for 
appropriations for IDA IV and V in the same year in FY 78 
or FY 79. I do not believe that you should make an IDA V 
decision on the proposed schedule. Instead, this issue 
should be addressed early in 1977. In the meantime, you 
will want to keep this large potential requirement in mind 
when making other aid decisions. The amount of potential 
flexibility on the four decisions recommended in this letter 
is marginal in relation to IDA requirements. 

I strongly recommend that you approve the four budget 
decisions above. Failure to play our part in the interna­
tional development banks would have an innnense impact on our 
stature in the world and the modest increases in budget 
outlays will not interfere with our overall budget targets. 

Faithfully yours, 
.-----

c~~n 

The President 

The White House 

• 
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THE WHITE HOUSE 

ACTI0:'-1 ME~10RANDCM WASHI:>GTON LOG NO.: 

Date: April 8, 1976 Time: 

FOR ACTION: cc (for informcttion): 

Jim Lynn 
Max Friedersdorf 

Jack Marsh 
Bill Seidman 

Alan Greenspan Brent Scowcroft 
Tim Austin ~Morton) 

FROM THE STAFF SECRETARY 

DUE: Date: Saturday, April 8 

SUBJECT: 

Time: 

Secretary Simon's letter of April 8, 1976 
regarding several positions on replenishment 
ofthe International development bank. 

------------

.t1CTION REQUESTED: 

---- For Necessary Action _X __ For Your Recommendations 

__ Prepare Agenda and Brief ___ Draft Reply 

~- For Your Comments _____ Draft" Remarks 

REMARKS: 

Unfortunately we did not receive this letter in time to comply 
with Secretary Simon's request in the second paragraph but 
we would like to have this package staffed c.nd on the President's 
desk when he returns on Sunday. 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If yc:.1 have any questior.s or if you anticipate c 
dela~· in subntit!ing Ine required m.atcrial, pleas• 
telephone i:he Staff Secretary· imn"lediately. 

• 

.JhnConnor 

For the President 

i 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 

APR B 1976 

Dear Mr. President: 

In order to conclude international burdensharing 
negotiations and to comply with the new Congressional budget 
schedule, I am requesting your approval of several positions 
on replenishment of the international development banks. 
The proposed positions have been developed in the NAC 
(National Advisory Council) and are supported by all the 
voting agencies (State, Treasury, Corrrrnerce, Federal Reserve 
and Ex-Im); on two cases OMB recorrrrnends lower amounts. 

We requested Congress to 
provide 50 million for the first three years of this 
Fund which lends to the poorest countries in Asia. 
Appropriations have been delayed and for FY 76, Congress is 
cutting our $50 million request in half. Other donors have 
agreed on a replenishment for 1976-78 at 150 percent of 
the initial contributions -- $231 million for the United 
States. State points out the irrrrnense importance of an 
adequate U.S. contribution to show our continued support 
for the Asian region. The NAC agencies believe a modest 
increase to $180 million would show such U.S. support. O}ffi 
believes we should stick at the previous $150 million level. 
We need to inform the Asian Development Bank of our decision 
by April 9 to permit approval of the burdensharing arrange­
ment at the annual meeting starting April 22. 

Asian Develo ment Bank Ca ital. In negotiations on a 
replen~s ment o t e capita o t e Asian Development Bank, 
we are pressing for measures to improve its financial 
condition. If these measures are agreed, the NAC agencies 
recommend approval of a new U.S. capital subscription between 
$600 and $900 million over the four years FY 78-FY 81. Of 
this, only 10-15 percent would be paid-in capital requiring 
budget outlays; the remainder is callable capital to back ADB 
borrowing in world capital markets. OMB believes the paid-in 
contribution should be smaller than 10 percent . 

.. 
~ ...... 
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World Bank Capital. Similarly, we are seeking improvements 
in the financial structure of the World Bank in connection with 
negotiations on a capital increase. If the necessary financial 
steps are taken, all NAC agencies recommend the U.S. take up 
its share of about $1.5 billion, of which 10 percent or about 

. · $150 million would be paid-in with appropriations over the 
three years FY 7 8 to FY 80. 

African Development Fund. The Congress has raised our 
authorization request from $15 million to $25 million. State 
believes it is important for our relations with Africa that we 
announce promptly that we plan to seek appropriation of the 
additional $10 million in FY 78 to avoid a situation where the · 
Administration appears to be refusing modest assistance urged 
by the Congress. All NAC voting agencies concur. 

The total budgetary requests required by the foregoing 
would be relatively small -- altogether about $155 million 
and actual budget outlays would be s.pread well into the 1980s. 
The U.S. share of contributions to these banks would be 
reduced, but the amount of U.S. contributions tends to increase 
modestly as the banks increase their scale of operations partly 
to keep up with inflation. 

The above covers all the development bank decisions I 
believe you should make in 1976. However, you should be aware that 
the largest and most difficult decision will soon be pending --
the size and nature of the U.S. contribution to the next IDA 
replenishment. The IDA is now committing $500 million annually 
of U.S. funds; by agreement with other donors we started seeking 
appropriations a year late; and by spreading our appropriations 
over four years we seek $375 million a year. Thus, the IDA 
is making firm commitments of U.S. funds faster than we are 
seeking (or getting) appropriations. For our first contribu-
tion to IDA IV (FY 76) it now appears Congress will give us only 
$320 million because of Congressional concern that India does 
not use its 40 percent of these funds well and that salaries in 
the World Bank are too high. 

Although we are committed to U.S. contributions to IDA IV 
through FY 79, negotiations for IDA V are already underway with· 
a target of completion this fall to permit IDA to continue 

• 

t 
i 

I _.,... 

I • i 

I 
"t 



- 3 -

making credits after June 1977. Most other countries are 
prepared to increase their IDA contributions substantially. 
Even if we can negotiate a reduction in our share, we may 
be under great pressure to double our annual contribution 
level. We may also have to double up, i.e., ask for 
appropriations for IDA IV and V in the same year in FY 78 
or FY 79. I do not believe that you should make an IDA V 
decision on the proposed schedule. Instead, this issue 
should be addressed early in 1977. In the meantime, you 
will want to keep this large potential requirement in mind 
when making other aid decisions. The amount of potential 
flexibility on the four decisions recommended in this letter 
is marginal in relation to IDA requirements. 

I strongly recommend that you approve the four budget 
decisions above. Failure to play our part in the interna­
tional development banks would have an immense impact on our 
stature in the world and the modest increases in budget 
outlays will not interfere with our overall budget targets. 

Faithfully yours, ----c~~n 

The President 

The White House 

• 
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THE WHITE HOUSE 
WASHINGTON 

TELEPHONE MEMORANDUM 

NAME 

U.S. GOVERNMENT PRINTING OFFICE:I970-0-375-347 

'19_ 

ACTION 
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MEMORANDUM 
OF CALL 

=To~:~--------------~~--------------------

0 YOU WERE CALLED BY­

OF(Orpnl~ 
0 YOU WERE VISITED BY-

0 PLEASE CALL__. ~g~d\-~·----------------
0 WILL CALL AGAIN 0 IS WAITING TO SEE YOU 

0 RETURNED YOUR CALL 0 WISYii8"1!1R""AJii!IOtfa:M 

RECEIVED BY 

SfANDARD FORM 63 
REVISED AUGUST 1967 
GSA FPMR (41 CFR) 101-11.6 

I DATE I TIME 
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THE WHITE HOUSE 

ACTION ME~IORANDLM WASIII:-<GTON LOG NO.: 

Date: April 8, 1976 Time: 

FOR ACTION: cc (for information): 

Jim Lynn 
Max Friedersdorf 

Jack Marsh 
~ill Seidman 

Alan Greenspan Brent Scowcroft 
Tim Austin ~Morton) 

FROM THE STAFF SECRETARY 

DUE: Date: Saturday, April 8 

SUBJECT: 

Time: 

Secretary Simon's letter of April 8, 1976 
regarding several positions on replenishment 
of the International development bank. 

ACTION REQUESTED: 

__ For Necessary Action _]'{ __ For Your Recommendations 

__ Prepare Agenda and Brie£ __ Draft Reply 

~-For Your Coznments ·-·-- Draft"Remarks 
··~ 

REMARKS: 

Unfortunately we did not receive this letter in time to comply 
with Secretary Simon1s request in the second paragraph but 
we would like to have this package staffed c::nd on the President's 
desk when he returns on Sunday. 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ yc:.z have any questio!".s or i£ you anticipate c 
delay in submiiHng ti.-u~ required material, plec.st 
telephone the Staff Secretor}· immediately. 

• 

Jirn Connor 

For the President 



Sara -

THE WHITE HOUSE 

WASHINGTON 

Found out from Treasury (Ann Morgan) 
that they know nothing about the 

meeting being changed until June 30, 
however, the real urgency is off and 
they do not need this back until the 
16th -- I calle everyone involved 
except Seid n (no one answered) 
Could you all them. Thanks. 

jjt 

~,b3·.·' . . r{'.· ... ···lv·· ~. T·•.rudy 4/9/76 

~ ,,., · .. . t~.~ :r:. '· j'j}..... m...J !}F~ J • ',' ,~~ "lft':.Jr (7 

~~~4tT . .:;QY; ~ ~. ~ 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

April 9, 1976 

JIM CONNOR 

MAX FRIEDERSDORF ,4/A ,.6 
Secretary Simon's letter of April 8, 1976 regarding 

several positions on replenishment of the 
International Development Bank 

The Office of Legislative Affairs concurs with Secretary Simon's 
letter. 
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THE WHITE HOUSE 

ACTION ME.\IORANDUvf W . .t,SIIISGTON LOG NO.: 
API~ tJ !Sl'B 

J.w:t-Jfo Date: April 8, 1976 

FOR ACTION: 

Jim Lynn 
Max Friedersdorf 

Jack Marsh 
Bill Seidman 

Time: 

cc (for information): 

Alan Greenspan Brent Scowcroft 
Tim Austin ~Morton) 

FROM THE STAFF SECRETARY 

DUE: Date: 

SUBJECT: 

,o 
Saturday, April.g Time: 

Secretary Simon's letter of April 8, 1976 
regarding several positions on replenishment 
of the International development bank. 

---
ACTION REQUESTED: 

__ For Necessary Action _X.._ For Your Recommendations 

__ Prepare Agenda and Brief ___ Draft Reply 

~-For Your Comments _____ Draft"Remarks 

REMARKS: 

Unfortunately we did not receive this letter in time to comply 
with Secretary Simon's request in the second paragraph but 

/ 

we would like to have this package staffed c:nd on the President's 
desk when he returns on Sunday. 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ yc~ have any questior..s or if you anticipate c 
delay in subm.it~ir.g ti-.e required material, plea.s1 

telephor.e i:he Staff Secretar}· immediately. 

• 

Jim Connor 
For the Pr "d esi ent 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

April 26, 1976 

JIM CONNOR (/ 

MAX FRIEDERSDO~ \_ 

Jim Lynn 1 s Memorandum to the President 
dated April 22, 1976, regarding 1978 International 
Development Assistance Issues 

The Office of Legislative Affairs recommends approval of World Bank 
capital increase. 
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