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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 91974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 2665 - U. s. contribution to 
the International Development Association 

Sponsor - Sen. Fulbright (D) Arkansas 

Last Day for Action 

August 14, 1974 - Wednesday 

Purpose 

Authorizes total appropriations of $1.5 billion for the 
u. s. contribution to the Fourth Replenishment of the 
Resources of the International Development Association; 
permits u. s. citizens to hold and deal with gold;and 
directs the u. s. Governor to the Association to vote 
against proposed assistance to any country which develops 
a nuclear explosive device unless that country becomes a 
party to the Treaty on the Non-Proliferation of Nuclear 
Weapons. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Department of State 
Agency for International Development 
Department of Commerce 
Arms Control and Disarmament Agency 
National Security Council 
Council on International Economic Policy 
Securities and Exchange Commission 
Federal Reserve System 

Approval 

Approval 
Approval 
Approval 
Approval 
Approval 
Approval 
No objection(Intormally) 
No comment 
No recommendation 

Digitized from Box 1 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library
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Discussion 

The International Development Association (IDA) , a World 
Bank affiliate, is the world's largest single source of 
multilateral development finance for lending on conces
sionary or easy payment terms. The Association's resources, 
derived from contributions of member countries and transfers 
from the World Bank, are used to provide credit to the poorest 
developing countries to finance high priority development 
projects and programs. Established in 1960, in large part due 
to initiatives by the United States, the IDA has received 
strong u. s. support ever since. 

s. 2665 incorporates an Administration proposal to provide 
for continued United States' participation in the Association. 
As requested, the enrolled bill would authorize, without fiscal 
year limitation, total appropriations of $1.5 billion for the 
u. s. contribution to the Fourth Replenishment of the Resources 
of the Association. Under the bill, however, funds would be 
authorized for appropriation, not in a lump sum as requested, 
but in four annual installments of $375 million each. Because 
other nations, Germany and Japan in particular, have substan
tially increased over previous amounts their contributions to 
this Fourth Replenishment of IDA's resources, the u. s. share 
has been reduced from its traditional 40% to 33 1/3% of the 
total replenishment. 

The enrolled bill would also amend the Par Value Modification 
Act (P.L. 93-110) to permit u. s. citizens to hold, sell, 
purchase or otherwise deal with gold as of December 31, 1974, 
or "at any time, prior to such date that the President finds 
and reports to Congress that international monetary reform 
shall have proceeded to the point where elimination of 
regulations on private ownership of gold will not adversely 
affect the United States' international monetary position." 
That Act currently prohibits u. s. citizens from owning and 
dealing with gold unless the President makes the kind of 
determination described above. It does not prescribe a 
specific date when private ownership of gold shall be legalized 
in the absence of a Presidential determination as the enrolled 
bill would do. 



With regard to the prov1s1ons on gold, s. 2665 further 
provides that no law in effect on the date of enactment 
of the Par Value Modification Act and no rule, regulation, 
or order in effect on the date that private ownership of 
gold is legalized may be construed to prohibit any person 
from purchasing, holding, selling, or otherwise dealing 
with gold in the United States or abroad. In its enrolled 
bill letter, Treasury states that: 

"While it is clear that the purpose of the 
provision as enacted is to eliminate the 
present restrictions on gold ownership and 
prevent their reimposition, this provision 
might, in light of the legislative history, 
further be interpreted as prohibiting all 
regulation of gold transactions, even when 
such regulation is applicable to other 
commodities and does not single out gold. 
Since this Department is of the view that 
the President must have the same authority 
to regulate gold as he has to regulate other 
commodities -- and that this might be especially 
important in an emergency situation -- the 
Department is presently considering whether it 
would be appropriate to seek remedial or clari
fying legislation giving the President such 
authority." 
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Furthermore, the Treasury letter notes that although Secretary 
Simon has expressed the hope that the present restrictions on 
gold ownership can be removed before the December 31 date set 
by the bill, he would not hesitate to ask Congress for a delay 
beyond that date if economic circumstances were to make it 
necessary. 

In its enrolled bill letter, the Federal Reserve System states: 

"A continuation of U. s. participation in providing 
financial support for IDA at this time is in the 
u. s. interest, and I support that part of the bill. 
On the other hand, there are significant risks 
unsettlement in financial markets, pressure on the 



dollar in exchange markets -- associated with 
allowing private ownership of gold at this time. 
I therefore believe that the portion of the bill 
referring to gold regulations is unfortunate. 
If the President does sign the bill, it will be 
important to monitor developments carefully in 
financial markets in the months prior to the date 
(December 31, 1974) that the termination of 
regulations on private gold ownership takes effect. 
Should market reactions to the prospect or the 
fact of termination of restrictions on private gold 
ownership prove to be significantly adverse, it may 
be necessary to recommend that the President submit 
legislation that would repeal the relevant part of 
s. 2665." 
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Section 3 of the enrolled bill would require the United States 
Governor to the Association to vote against assistance proposed 
for any country which develops a nuclear explosive device 
and does not become a party to the Treaty on Non-Proliferation 
of Nuclear Weapons. State believes that this provision "will 
not induce additional ratifications of the Treaty but will, 
on the other hand, weaken United States influence regarding 
World Bank lending to India." Citing the importance of u. s. 
participation in the Fourth Replenishment of IDA's resources, 
however, State recommends approval of the bill. Similarly, 
AID recommends approval of S. 2665 despite its objections to 
this provision. AID notes that while this section would bind 
only the u. s. Governor with his 25 percent vote, thus not 
by itself preventing IDA loans to any country, it would put 
the u. s. Government in the unfortunate position of "opposing 
assistance to a country which, because of its economic 
circumstances, may soon face calamitous famine." 

While AID's enrolled bill letter recommends a signing statement 
to point out the objections to section 3, the Agency has with
drawn informally this recommendation. Under present circum
stances, AID considers it more appropriate to deal with their 
concerns outside of the context of your action on s. 2665. 

Director 

Enclosures 



THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON, D.C. 20220 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

lUG -- l9l4 

Your office has asked for the views of this Department on the 
enrolled enactment of S. 2665, "To provide for increased participation 
by the United States in the International Development Association and 
to permit U.S. citizens to purchase, hold, sell, or otherwise deal 
with gold in the United States or abroad." 

The enrolled enactment would authorize the United States Governor 
of the International Development Association to agree on behalf of the 
United States to pay four annual installments of $375million each as 
the United States contribution to the Fourth Replenishment of the 
Resources of the Association and would authorize the appropriation with
out fiscal year limitation of four annual installments of $375 million 
each for that purpose. It would also direct the United States Governor 
to vote against loans to any country which develops any nuclear explosive 
device unless the country is or becomes a State Party to the Treaty on 
the Non-Proliferation of Nuclear Weapons. 

In addition, the enrolled enactment would permit American citizens 
to purchase, hold, sell or otherwise deal with gold, beginning on 
December 31, 1974, or at any time prior to that date that the President 
finds and reports to the Congress that international monetary reform 
has proceeded to a point where elimination of regulations on private 
ownership of gold would not adversely affect the international monetary 
position of the United States. The enrolled enactment would further 
provide that no provision of law in effect on the date of enactment of 
the Par Value Modification Act and no rule, regulation, or order in 
effect when private ownership of gold is legalized may be construed to 
prohibit any person from purchasing, holding, selling, or otherwise 
dealing with gold in the United States or abroad. 

The meaning and intent of the last~mentioned prov1s1on is not 
absolutely clear. It is similar to a provision contained in Public 
Law 93-110, which was amended by the House of Representatives when it 
first passed S. 2665. The House version deleted the provision which 
stated that laws in existence at the time of enactment of the Par Value 



- 2 -

Modification Act could not be interpreted to prohibit any person from deal
ing with gold but retained the provisions relating to rules, regulations, 
and orders. The House Report explained the change as follows: 

"Subsection (b) would make a change in the present Section 3(b) 
of the Par Value Modification Act. That law would provide that no 
law in existence at the time of effectiveness of the Par Value 
Modification Act may be construed to prohibit the use or ownership 
of gold. This formulation would put gold in a special position not 
applicable to any other commodity and exempt gold from regulations 
to which any other commodity might be subject. For example, in a 
national emergency, the President could regulate the holding or 
transfer of any commodity in which any foreign country or foreign 
national had an interest. It would be anomalous, indeed, if the 
President could regulate other commodities in an emergency but he 
could not regulate gold. The existing Par Value Modification Act 
clearly goes beyond what is necessary to eliminate the present 
restrictions on gold ownership and creates a serious loophole which 
could endanger the country's financial security at some future time." 
(H. Rept. No. 93-1142, p. 15). 

While it is clear that the purpose of the provision as enacted is to 
eliminate the present restrictions on gold ownership and prevent their 
reimposition, this provision might, in light of the legislative history, 
further be interpreted as prohibiting all regulation of gold transactions, 
even when such regulation is applicable to other commodities and does not 
single out gold. Since this Department is of the view that the President 
must have the same authority to regulate gold as he has to regulate other 
commodities ~- and that this might be especially important in an emergency 
situation-- the Department is presently considering whether it would be 
appropriate to seek remedial or clarifying legislation giving the President 
such authority. 

With regard to the timing of legalizing the private ownership of gold, 
Secretary Simon has expressed the hope that the present restrictions on 
gold ownership can be removed before the December 31 date set by the bill. 
However, as indicated by Secretary Simon, if economic circumstances were to 
make it necessary, he would not hesitate to ask Congress for a delay beyond 
that date. 

In spite of the reservations we have noted relating to the gold 
provisions of s. 2665, the Department recommends that the enrolled enact
ment be approved by the President. 

Sincerely yours, 

~.d::hW~ 
General Counsel 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash 
Director, Office of 

Management and Budget 
Washington, D.C. 

Dear Mr. Ash: 

AUG 1 .. 1974 

The Department of State actively supported and 
welcomes the passage of the legislation introduced 
by the Administration authorizing a United States 
contribution to the Fourth Replenishment of the 
International Development Association. We are 
concerned, however, about Section 15 of S.2665 added 
by the House of Representatives, which directs the 
United States governor to vote against credits 
proposed for countries developing nuclear explosive 
devices unless they become a party to the Treaty on 
the Non-Proliferation of Nuclear Weapons. We believe 
this Section will not induce additional ratifications 
of the Treaty but will, on the other hand, weaken 
United States influence regarding World Bank lending 
to India. · 

Despite our reservations about Section 15, we 
are convinced that United States participation in the 
Fourth Replenishment is important for foreign policy 
and development reasons. Therefore, the Department 
recommends approval of S.2665. 

Li~::::l:~~ 
Assistant Secretary 
for Congressional Relations 



DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON. D.C. ZOSZ3 

Mr. Wilfred H. Rommel 
Assistant Director for 

Legislative Reference 

August 7, 1974 

Office of Management and Budget 
Washington, D. c. 20503 

Dear Mr. Rommel: 

This responds to your August 1, 1974 request for comments 
on S.2665, an Enrolled Bill. 

A.I.D. has objections to Section 3 of the Enrolled Bill 
but recommends that it nevertheless be signed by the 
President with a statement of objection. 

Section 3, which dictates how the Executive Branch must 
vote on certain loans proposed for approval by the Board 
of Governors of IDA, without reference to the passage of 
time or changing circumstances, is an undue restraint on 
Executive Branch flexibility to adjust to changing inter
national conditions. 

Section 3 is inconsistent with the Administration's 
position of support for economic assistance to India, 
one of the less developed countries most seriously 
affected by the recent steep price increases in oil and 
other basic commodities. 

Section 3 is the precursor to S.3627, a bill prohibiting 
foreign assistance to India until India become a signatory 
to the Non-Proliferation Treaty, which is before the 
Senate Foreign Relations Committee and H.R. 15537, its 
companion bill now before the House Foreign Affairs 
Committee. The act of signing this Enrolled Bill should 
not be allowed to signify acceptance of the principle 
underlying section 3. 
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On the other hand, whatever signals Presidential signature 
may entail with respect to the pending legislation certainly 
are not significant enough to warrant the veto of the IDA 
appropriations. The proposed new section would bind only 
the U.S. Governor with his 25 percent vote. It does not by 
itself prevent IDA loans to any country. Representative Long 
of Maryland said when he introduced the provision, "All my 
amendment does is put America on record against nuclear 
proliferation." Unfortunately, it simultaneously puts the 
u.s. Government on record of opposing assistance to a 
country which, because of its economic circumstances, may 
soon face calamitous famine. 

A.I.D. recommends the President issue a statement of 
objection to the proposition of section 3 when he signs 
this Enrolled Bill. 

A draft statement for the President is enclosed. 

Enclosure 

Sincerely yours, 

C:L rf<~vJ\r 
Arthur z. Gardiner, Jr. 
General Counsel 



Draft Statement for the President 

I have today signed S.2665, providing for participation 

by the United States in the fourth replenishment of funds 

for the International Development Association, in spite of 

my objections to Section 3 of the bill which directs the 

United States representative on the Board of Governors of 

the Association to vote against any loan to a country which 

develops any nuclear explosive device without becoming a 

party to the Treaty on Non-Proliferation of Nuclear Weapons. 

The International Development Association is a principal 

instrumentality through which the developed countries of the 

world, including the United States, provide economic assistance 

to the poorest nations, in particular those most seriously 

affected by the recent drastic increases in the price of raw 

materials including oil. The International Development 

Association is an important mechanism for equitably sharing 

the burden of providing such economic assistance among the 

developed countries. The United States' share of the fourth 

replenishment is one-third of the total, down from the 

forty percent share which the United States has traditionally 

provided. 

My Administration is committed to the policy of nuclear 

nonproliferation and is taking steps through various diplomatic 
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channels to increase membership in the Treaty on the Non

Proliferation of Nuclear Weapons. However, we do not believe 

the desperate plight of hungry, poor people should be used 

as a tool of our commitment to the goal of nonproliferation. 

We believe that automatically negative votes by the United 

States in the International Development Association can 

decrease our bargaining power to achieve our nonproliferation 

objective. 

Our foreign assistance policy is based on our historic 

traditions of compassion for the neediest and our own interests 

in the world community achieving stability by overcoming the 

struggle against hunger, disease and poverty. The IDA 

appropriation is an important step in advancing these objectives. 

In light of the importance of extending our participation 

in the International Development Association, I have signed 

8.2665, but with serious reservations and objections to the 

attempt to freeze inflexibly the voting position of the 

Executive Director to reflect a policy with which my Adminis

tration does not agree. 



AUG 7 1914 

Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. C. 20503 

THE ASSISTANT SECRETARY OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Ash: 

This is in reply to your request for the views of this 
Department concerning S. 2665, an enrolled enactment 

"To provide for increased participation by 
the United States in the International 
Development Association and to permit United 
States citizens to purchase, hold, sell, or 
otherwise deal with gold in the United States 
or abroad." 

This Department recommends approval by the President of 
s. 2665. 

Enactment of this legislation will not involve any 
expenditure of funds by this Department. 

Sincerely, 

Tilton H. Dobbin 
Assistant Secretary for 
Domestic and International 
Business 



UNITED STATES ARMS CONTROL AND DISARMAMENT AGENCY 

WASHINGTON, D.C. 20451 

August 5, 1974 

The Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. C. 

Dear Mr. Ash: 

You have requested our views and recommendations 
by August 5, 1974, on the enrolled bill for S. 2665 
which provides for increased participation by the 
United States in the International Development 
Association and permits United States citizens to 
purchase, hold, sell, or otherwise deal with gold 
in the United States or abroad. The act also adds 
a new section 15 to the International Development Asso
ciation Act which would require the United States 
Governor to vote against any loan for the benefit of 
any country which develops a nuclear explosive device 
unless the country is or becomes a party to the Treaty 
on the Non-Proliferatipn of Nuclear Weapons. 

While the subject matter of S. 2665 is essentially 
within the purview of the Department of State and other 
agencies, we have reviewed the comments on this act 
which the Department of State has prepared for you, 
and have found them acceptable from an arms control 
viewpoint. 

mes L. Malone 
eneral Counsel 



MEMORANDUM FOR 

SUBJECT: 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

August 2, 1974 

3236 

WILFRED H. ROMMEL 
ASSISTANT DIRECTOR FOR 

LEGISLATIVE REFERENCE 
OFFICE OF MANAGEMENT AND BUDGET 

Enrolled Bill S. 2665 

We have reviewed the enrolled bill S. 2665 re the International Development 
Association Act and the purchase of gold by private citizens and we concur 

in this proposal. 

(')Oyu_v)YJ ~ 
(}"-Jeanne W. Davis 

Staff Secretary ~ 



OFFICE OF 
THE CHAIRMAN 

SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

BY SPECIAL MESSENGER 

Honorable Wilfred H. Rommel 
Assistant Director for Legislative 

Reference 
Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

Attention: Mrs. L. Garziglia 

AUG 8 1974 

7201 New Executive Office Building 

Re: Enrolled Bill S. 2665, 93rd Congress 

Dear Mr. Romme 1: 

This is in response to your request of August 5, 1974 and will 
confirm the telephone report which Mr. Walter P. North of our staff 
conveyed on behalf of the Commission to Mr. George Gilbert of your 
staff on Wednesday, August 7, 1974 relating to Enrolled Bill 
s. 2665. 

The bill will provide for increased participation by the United 
States in the International Development Association, and will permit 
United States citizens to purchase, hold, sell, or otherwise deal 
with gold in the United States or abroad. 

The bill does not appear to affect this Commission's administration 
of the federal securities laws or relate to matters on which this 
Commission has any special experience. Therefore, the Commission 
has no comment with respect to Enrolled Bill S. 2665, and takes no 
position with regard to wh~t action the President should take on 
the bill. Nevertheless, we appreciate the opportunity to examine 
the bill and to comment on it. 

Sincerely, 



CHAIRMAN OF THE BOARD OF GOVERNORS 

FEDERAL RESERVE SYSTEM 

WASHINGTON, D. C. 20551 

August 9, 1974 

Dear Mr. Skidmore: 

I am responding to your request for comments on S. 2665 -
the bill authorizing additional contributions to the International 
Development Association and requiring the termination as of 
December 31, 1974, of prohibitions on gold ownership by 
private U.S. citizens. 

A continuation of U. S. participation in providing financial 
support for IDA at this time is in the U.S. interest, and I 
support that part of the bill. On the other hand, there are 
significant risks --unsettlement in financial markets, pres
sure on the dollar in exchange markets -- associated with 
allowing private ownership of gold at this time. I therefore 
believe that the portion of the bill referring to gold regulations 
is unfortunate. If the President does sign the bill, it will be 
important to monitor developments carefully in financial 
markets in the months prior to the date (December 31, 1974) 
that the termination of regulations on private gold owner ship 
takes effect. Should market reactions to the prospect or the 
fact of termination of restrictions on private gold ownership 
prove to be significantly adverse, it may be necessary to 
recommend that the President submit legislation that would 
repeal the relevant part of S. 2665. 

Sincerely yours, 

~~~ 
Arthur F. Burns 

Mr. William V. Skidmore 
Office of the Assistant Director 

for Legislative Reference 
Office of Management and Budget 
Executive Office Building 
Washington, D. C. 20503 



THE WHITE HOUSE 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

WASHINGTON 

August 12, 1974 

MR. WARREN HENDRIKS 

WILLIAM E. TIMMONS f-d 
Action Memorandum - Log No. 503 
Enrolled Btll S. 2665 - 0. S. Contrtbuhon 
to the International Development Assn 

The Office of Legislative Affairs concurs in the attached 
proposal ahd has no additional recommendations. 

Attachment 



THE \YHITE HOUSE 

ACTION ME:~v10RANDC11 

Date: August 12, 1974 

FOR ACTION: ~red Buzhardt 
V'.tlill Timmons 

FROM THE STAFF SECRETARY 

WASIIINGTOX LOG NO.: 503 

Time: 9:00a.m. 

cc (for information): Warren K. Hendriks 
Jerry Jones 

DUE: Date: Monday, August 12, 1974 Time: 2:00 p. m. 

SUBJECT: Enrolled Bill S. 2665 - U.S. Contribution to the 
International Development Association 

ACTION REQUESTED: 

---- For Necessury Action 

--- Prepare Agenda and Brie£ 

--·_For Your Comments 

REMARKS: 

X:X __ For Your Reco1nmendations 

-- Draft Reply 

__ Draft Remarks 

Please return to Kathy Tindle 
West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

H yoLl have any questions or i£ you anticipate a 
dalc.y in submitting the z-equired material, please 
telephone the Staff Secretary irnrnediately. 

Warren K. Hondrik8 
For tbe President 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 91974 

MEMORANDUM FOR THE PP~SIDENT 

Subject: Enrolled Bill s. 2665 - U. S. contribution to 
the International Development Association 

Sponsor - Sen. Fulbright (D) Arkansas 

Last Day for Action 

August 14, 197 4 - Wedn.esday. 

Purpose 

Authorizes total appropriations of $1.5 billion for the 
u. s. contribution to e1e Fourth Replenishment of the 
Resources of the International Development Association; 
permits u. S. citizens to hold and deal \vith gold; and 
directs the U. S. Governor to the Association to vote 
against proposed assistance to any country which develops 
a nuclear explosive device unless that country becomes a 
party to the Treaty on the Non-Proliferation of Nuclear 
Weapons. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Department of State 
Agency for International Development 
Department of Commerce 
Arms Control and Disarmament Agency 
National Security Council 
Council on International Economic Policy 
Securities and Exchange Commission 
Federal Reserve System 

Approval 

Approval 
Approval 
Approval 
Approval 
Approval 
Approval 
No objection(Infor::i.lally) 
No comment 
No recommendation 
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Discussion 

The International Development Association (IDA) , a World 
Bank affiliate, is the world's largest single source of 
multilateral development finance for lending on conces
sionary or easy payment terms. The Association's resources, 
derived from contributions of member countries and transfers 
from the World Bank, are used to provide credit to the poorest 
developing countries to finance high priority development 
projects and programs. Established in 1960, in large part due 
to initiatives by the United States, the IDA has received 
strong u. S. support ever since. 

s. 2665 incorporates an Administration proposal to provide 
for =ontinued United States' participation in the Association. 
As requested, the enrolled bill would authorize, without fiscal 
year limitation, total appropriaticns of $1.5 billion for the 
U. S. contribution to the Fourth Replenishment of the Resources 
of the Association. Under the bill, hm-1ever, funds would be 
authorized for appropriation, not in a lump sum as requested, 
but in four annual installments of $375 million each. Because 
other nations, Germany and Japan in particular, have substan
tially increased over previous amounts their contributions to 
this Fourth Replenishment of IDA's resources, the u. s. share 
has been reduced from its traditional 40% to 33 1/3% of the 
total replenis~nent. 

The enrolled bill would also amend the Par Value Modification 
Act (P.L. 93-110) to permit U. s. citizens to hold, sell, 
purchase or otherwise deal with gold as of December 31, 1974, 
or "at any time, prior to such date that the President finds 
and reports to Congress that international monetary reform 
shall have proceeded to the point where elimination of 
regulations on private ownership of gold will not adversely 
affect the United States' international monetary position." 
That Act currently prohibits U. s. citizens from owning and 
dealing with gold unless the President makes the kind of 
determination described above. It does not prescribe a 
specific date when private ownership of gold shall be legalized 
in the absence of a Presidential determination as the enrolled 
bill would do. 
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With regard to the prov1s1ons on gold, So 2665 further 
provides that no law in effect on the date of enactment 
of the Par Value Modification Act and no rule, regulation, 
or order in effect on the date that private ownership of 
gold is legalized may be construed to prohibit any person 
from purchasing, holding, selling, or otherwise dealing 
with gold in the United States or abroad. In its enrolled 
bill letter, Treasury states that: 

"While it is clear that the purpose of the 
provision as enacted is to eliminate the 
present restrictions on gold ownership and 
prevent their reimposition, this provision 
might, in light of the legislative history, 
further be interpreted as prohibiting all 
regulation of gold transactions, even when 
such regulation is applicable to other 
commodities and does not single out gold. 
Since this Department is of the view that 
the President must have the same authority 
to regulate gold as he has to regulate other 
commodities -- and that this might be especially 
important in a.n emergency situation _;_ the 
Department is presently considering whether it 
would be appropriate to seek remedial or clari-

. fying legislation giving the President such 
authority." 
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Furthermore, the Treasury letter notes that although Secretary 
Simon has expressed the hope that the present restrictions on 
gold ownership can be removed before the December 31 date set 
by the bill, he would not hesitate to ask Congress for a delay 
beyond that date if economic circumstances were to make it 
necessary. 

In its enrolled bill letter, the Federal Reserve System states: 

"A continuation of u. S. participation in providing 
financial support for IDA at this time is in the 
U. S. interest, and I support that part of the bill. 
On the other hand, there are significant risks 
unsettlement in financial markets, pressure on the 
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dollar in exchange markets -- associated '\vith 
allowing private 0\vnership of gold at this time. 
I therefore believe that the portion of the bill 
referring to gold regulations is unfortunate. 
If the President does sign the bill, it will be 
important to monitor developments carefully in 
financial markets in the months prior to the date 
{December 31, 1974) that the termination of 
regulations on private gold oHnership takes effect. 
Should market reactions to the ~respect or the 
fact of termination of restrictions on private gold 
ownership prove to be significantly adverse, it may 
be necessary to recommend that the President submit 
legislation that would repeal the relevant part of 
s. 2665." 
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Section 3 of the enrolled bill would require the United States 
Governor to the Association to vot~ against assistance proposed 
for any country which develops a nuclear explosive device 
and does not become a party to the Treaty on Non-Proliferation 
of Nuclear Weapons. State believes that this provision "will 
not induce additional ratifications of the 'I'reaty but will, 
on the other hand, weakeri United States influence regarding 
World Bank lending to India." Citing the importance of U. s. 
participation in the Fourth Replenishment of IDA's resources, 
however, State recommends approval of the bill. Similarly, 
AID recommends approval of s. 2665 despite its objections to 
this provision. AID notes that while this section would bind 
only the u. S. Governor with his 25 percent vote, thus not 
by itself preventing IDA loans to any country, it would put 
the U. S. Government in the unfortunate position of "opposing 
assistance to a country ,.,hich, because of its economic 
circwnstances, may soon face calamitous famine." 

While AID's enrolled bill letter recommends a signing statement 
to point out the objections to section 3, the Agency has with
drawn informally this recommendation. Under present circum
stances, AID considers it more appropriate to deal with their 
concerns outside of the context of your action on s. 2665. 

Enclosures 

·-v.-~ - t2... ~ 

Director 



THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON. D.C. 20220 

1 Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Your office has asked for the views of this Department on the 
enrolled enactment of S. 2665, "Toprovide for increased participation 
by the United States in the International Development Association and 
to permit U.S. citizens to purchase, hold, sell, or othenvise deal 
with gold in theUnited States or abroad." 

The enrolled enactment would authorize the United States Governo.c 
of the International Development Association to agree on behalf of the 
United States to pay four annual installments of $375million each as 
the United States contribution to the Fourth Replenishment of the 
Resources of the Association and would authorize' the appropriation with
out fiscal year limitation of four annual installments of $375 million 
each for that purpose. It would also direct the United States Governor 
to vote against loans to any country which develops any nuclear explosive 
device unless the country is or becomes a State Party to the Treaty on 
the Non-Proliferation of Nuclear Weapons. 

In addition, the enrolled enactment would permit American citizens 
to purchase,.hold, sell or otherwise deal with gold, beginning on 
December 31, 1974, • or at any time prior to that date that the President 
finds and reports to the Congress that international monetary reform 
has proceeded to a point V.'here elimination of regulations on private 
ownership of gold would not adversely affect the international monetary 
position of the United States. The enrolled enactment would further 
provide that no provision of law in effect on the date of enactment of 
the Par Value Modification Act and no rule, regulation, or order in 
effect when private ownership of gold is legalized may be construed to 
prohibit any person from purchasing, holding, selling, or otherwise 
dealing with gold in the United States or abroad. 

The meaning and intent of the last-mentioned prov1s1on is not 
absolutely clear. It is similar to a provision contained in Public 
Law 93-110, which was amended by the House of Representatives when it 
first passed S. 2665. The House version deleted the provision which 
stated that laws in existence at the time of enactment of the Par Value 
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Modification Act could not be interpreted to prohibit any person from deal
ing with gold but retained the provisions relating to rules, regulations, 
and orders. The House Report explained the change as follows: 

"Subsection (b) would make a change in the present Section 3(b) 
of the Par Value Modification Act. That law would provide that no 
law in existence at the .time of effectiveness of the Par Value 
Modification Act may be construed to prohibit the use or ownership 
of gold. This formulation would put gold in a special position net 
applicable to any other commodity and exempt gold from regulations 
to which any other commodity might be subject. For example, in a 
national emergency, the President could regulate the holding or 
transfer of any commodity in which any foreign country or foreign 
national had an interest. It would be anomalous, indeed, if the 
President could regulate other commodities in an emergency but he 
could not regulate gold. The existing Par Value Modification Act 
clearly goes beyond what is necessary to eliminate the present 
restrictions on gold ownership and creates a serious loophole which 
could endanger the country's financial security at some future time." 
(H. Rept. No. 93-1142, p. 15). 

While it is clear that the purpose of the provision as enacted is to 
eliminate the present restrictions on gold ownership and prevent th~ir 
reimposition, this provision might, in light of the legislative history, 
further be interpreted as prohibiting all regulation of gold transactions, 
even when such regulation is applicable to other commodities and does not 
single out gold. Since this Department is of the view that the President 
must have the same authority to regulate gold as he has to regulate other 
commodities -- and that this might be especially important in an emergency 
situation -- the Department is presently considering whether it would be 
appropriate to seek remedial or clarifying legislation giving the President 
such authority. 

With regard to the timing of legalizing the private ownership of gold, 
Secretary Simon has expressed the hope that the present restrictions on 
gold ownership can be removed before the December 31 date set by the bill. 
However, as indicated by Secretary Simon, if economic circumstances were to 
make it necessary, he would not hesitate to ask Congress for a delay beyond 
that date. 

In spite of the reservations we have noted relating to the gold 
provisions of S. 2665, the Department recommends that the enrolled enact
ment be approved by the President. 

Sincerely yours, 

~.d::.;:;pf!~ 
General Counsel 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash 
Director, Office of 

Management and Budget 
vlashington, D. C. 

Dear Mr. Ash: 

AUG 1 .. 1974 

The Department of State actively supported and 
welcomes the passage of the legislation introduced 
by the Administration authorizing a United States 
contribution to the Fourth Replenishment of the 
International Development Association. We are 
concerned, however, about Section 15 of S.2665 added 
by the House of Representa.~cives, which directs the 
United States governor to vote against credits 
proposed for countries developing nuclear explosive 
devices unless they become a party to the Treaty on 
the Non-Proliferation of Nuclear Weapons. We believe 
this Section will not .induce additional ratifications 
of the Treaty but will, on the other hand, weaken 
United States influence regarding World Bank lending 
to India. · 

Despite our reservations about Section 15, we 
are convinced that United States participation in the 
Fourth Replenishment is important for foreign policy 
and development reasons. Therefore, the Department 
recommends approval of S.2665. 

"""·~,_.,L,Ai~::f:~~ 
Assistant Secretary 
for Congressional Relations 
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20523 

Mr. Wilfred H. Rommel 
Assistant Director for 

Legislative Reference 

August 7, 1974 

Office of Management and Budget 
Washington, D. C. 20503 

Dear Mr. Rommel: 

This responds to your August 1, 1974 request for comments 
on S.2665, an Enrolled Bill.-

A.I.D. has objections to Section 3 of the Enrolled Bill 
but recommends that it nevertheless be signed by the 
President with a statement of objection. 

Section 3, which dictates how the Executive Branch. must 
vote on certain loans proposed for approval by the Board 
of Governors of IDA, without reference to the passage of 
time or changing circumstances, is an undue restraint on 
Executive Branch flexibility to adjust to changing inter
national conditions. 

Section 3 is inconsistent with the Administration's 
position of support for economic assistance to India, 
one of the less developed countries most seriously 
affected by the recent steep price increases in oil and 
other basic commodities. 

Section 3 is the precursor to S.3627, a bill prohibiting 
foreign assistance to India until India become a signatory 
to the Non-Proliferation Treaty, which is before the 
Senate Foreign Relations Committee and H.R. 15537, its 
companion bill now before the House Foreign Affairs 
Committee. The act of signing this Enrolled Bill should 
not be allowed to signify acceptance of the principle 
underlying section 3. 
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On the other hand, whatever signals Presidential signature 
may entail with respect to the pending legislation certainly 
are not significant enough to warrant the veto of the IDA 
appropriations. The proposed new section would bind only 
the u.s. Governor with his 25 percent vote. It does not by 
itself prevent IDA loans to any country. Representative Long 
of Maryland said when.he introduced the provision, "All my 
amendment does is put America on record against nuclear 
proliferation." Unfortunately, it simultaneously puts the 
u.s. Government on record of opposing assistance to a 
country v1hich, because of its economic circumstances, may 
soon face calamitous famine. 

A.I.D. recommends the President issue a statement of 
objection to the proposition of ·section 3 when he signs 
this Enrolled Bill. 

A draft statement for the President is enclosed. 

Enclosure 

Sincerely yours, 

C.i»A {f(""'-l~ 
Arthur Z. Gardiner, Jr. 
General Counsel 



AUG 7 191'4 

Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. C. 20503 

THE ASSISTANT SECRETARY OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Ash: 

This is in reply to your request for the views of this 
Department concerning s. 2665, an enrolled enactment 

"To provide for increased participation by 
the United States in the International 
Development Association and to permit United 
States citizens to purchase, hold, sell, or 
otherwise deal with gold in the United States 
or abroad." 

This Department recommends approval by the President of 
s. 2665. 

Enactment of this legislation will not involve any 
expenditure of funds by this Department. 

Sincerely, 

Tilton H. Dobbin 
Assistant Secretary for 
Domestic and International 
Business 



UNITED STATES ARMS CONTROL AND DISARMAMENT AGENCY 

WASHINGTON, D.C. 20451 

August 5, 1974 

The Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. C. 

Dear Mr. Ash: 

You have requested our views and recommendations 
by August 5, 1974, on the enrolled bill for S. 2665 
which provides for increased participation by the 
United States in the International Development 
~ssociation and permits United States citizens to 
purchase, hold, sell, or otherwise deal with gold 
in the United States or abroad. The act also adds 
a new·section 15 to the International Development Asso
ciation Act which would require the United States 
Governor to vote against any loan for the benefit of 
any country which develops a nuclear explosive device 
unless the country is or becomes a party to the Treaty 
on the Non~Proliferation of NUclear Weapons. · · 

While the subject matter of S. 2665 is essentially 
within the purview of the Department of State and other 
agencies, we have reviewed the comments on this act 
which the Department of State has prepared for you, 
and have found them acceptable from an arms control 
viewpoint. 



MEMORANDUM FOR 

SUBJECT: 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

August 2, 1974 

3236 

WILFRED H. ROMMEL 
ASSISTANT DIRECTOR FOR 

LEGISLATIVE REFERENCE 
OFFICE OF MANAGEMENT AND BUDGET 

Enrolled Bill S. 2665 

We have reviewed the enrolled bill S. 2665 re the International Development 
Association Act and the purchase of gold by private citizens and we concur 

in this proposal. 

n~·y;&~ 
(!-Jeanne W. Davis 

Staff Secretary~ 



OFFICE OF 
THE CHAIRMAN 

SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON. D.C. 20549 

BY SPECIAL MESSENGER 

Honorable Wilfred H. Rommel 
Assistant Director for Legislative 

Reference 
Office of Management and Budget 
Executive Office of the President 
Washington, D. C. 20503 

Attention: Mrs. L. Garziglia 

AUG 8 1974 

7201 New Executive Office Building 

Re: Enrolled Bill S. 2665, 93rd Congress 

Dear Mr. Rommel: 

This is in response to your request of August 5, 1974 and will 
confirm the telephone report which Mr. Walter P. North of our staff 
conveyed on behalf of the Commission to Mr. George Gilbert of your 
staff on Wednesday, August 7, 1974 relating to Enrolled Bill-
S. 2665. 

The bill will provide for increased participation by the United 
States in the International Development Association, and will permit 
United States citizens to purchase, hold, sell, or otherwise deal 
with gold in the United States or abroad. 

The bill does not appear to affect this Commission's administration 
of the federal securities laws or relate to matters on which this 
Commission has any special experience. Therefore, the Commission 
has no comment with respect to Enrolled Bill s. 2665, and takes no 
position with regard to what action the President should take on 
the bill. Nevertheless, we appreciate the opportunity to examine 
the bill and to comment on it. 

Sincerely, 

67, ~J.:;:,j. 
Ray Garrett, Jr. 
Chairman 
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CHAIRMAN OF THE BOARD OF GOVERNORS 

FEDERAL RESERVE SYSTEM 

WASHINGTON, D. C. 20551 

August 9, 1974 

Dear Mr. Skidmore: 

I am responding to your request for comments on S. 2665 -
the bill authorizing additional contributions to the International 
Development Association and requiring the termination as of t 

December 31, 1974, of prohibitions on gold owner ship by 
private U.S. citizens. 

A continuation of U.S. participation in providing financial 
support for IDA at this time is in the U.S. interest, and I 
support that part of the bill. On the other hand, there are 
significant risks -- unsettlement in financial markets, pres
sure on the dollar in exchange markets -- associated with 
allowing private ownership of gold at this time. I therefore 
believe that the portion of the bill referring to gold regulations 
is unfortunate. If the President does sign the bill, it will be 
important to monitor developments carefully in financial 
markets in the months prior to the date (December 31, 1974) 
that the termination of regulations on private gold owner ship 
takes effect. Should market reactions to the prospect or the 
fact of termination of restrictions on private gold ownership 
prove to be significantly adverse, it may be necessary to 
recommend that the President submit legislation that would 
repeal the relevant part of S. 2665. 

Sincerely yours, 

~d:::s-~ 
Arthur F. Burns 

Mr. William V. Skidmore 
Office of the Assistant Director 
for Legislative Reference 

Office of Management and Budget 
Executive Office Building 
Washington, D. C. 20503 



THE v THITE HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: :;) 3 

Date: ugust 12, 1974 Time: 9• • m. 

FOR ACTION: v'fred uzhardt1\D~~of.:1~ rren K. •e rilu 
\JBill Timmons v- ,- cc (fc Jerry Jones 

FROM THE STAFF SECRETARY 

DUE: Date: Monday, uguat 12, 1974 Time: 2. p.m. 

SUBJE;CT: Enrolled BillS. 2665 - U.S. Contribution to the 
International Development As aociation 

ACTION REQUESTED: 

-- For Necessa.ry Action 

-- Prepare Agenda and Brief 

--For Your Comments 

REMARKS: 

lQL For Your Recommendations 

--Draft Reply 

__ Draft Remarks 

Please return to 
est lng 

thy Tindle 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary immediately. 

K. R. COLE, JR. 
For the President 



-- EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 91974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 2665 - U. s. contribution to 
the International Development Association 

Sponsor - Sen. Fulbright (D) Arkansas 

Last Day for Action 

August 14, 1974 - Wednesday 

Purpose 

Authorizes total appropriations of $1.5 billion for the 
u. ·s. contribution to the Fourth Replenishment of the 
Resources of the International Development Association; 
permits u. s. citizens to hold and deal with gold and 
directs the u. s. Governor to the Association to vote 
against proposed assistance to any country which develops 
a nuclear explosive device unless that country becomes a 
party to the Treaty on the Non-Proliferation of Nuclear 
Weapons. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Department of State 
Agency for International Development 
Department of Commerce 

Approval 

Arms Control and Disarmament Agency 
National Security Council 
CoUncil on International Economic Policy 
Securities and Exchan-ge Commission 
Federal Reserve System 

Approval 
Approval 
Approval 
Approval 
Approval 
Approval 
No objection1Int'ormall~") 
No comment 
No recommendation 

,.... .. 



SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

ENROLLED BILL 

S. 2665 - U.S. Contribution to the 

International Development Association 

Name Approval Date 

Buzhardt yes 

Timmons yes 

Cole 

---------------------------------------------
Comments: 



THE WHITE HOUSE 
WASHINGTON 

8/9/74 

TO: . WARREN HENDRIKS 

Robert D. Linder 
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Discussion 

The International Development Association (IDA) , a World 
Bank affiliate, is the world's largest single source of 
multilateral development finance for lending on conces
sionary or easy payment terms. The Association's resources, 
derived from contributions of member countries and transfers 
from the World Bank, are used to provide credit to the poorest 
developing countries to finance high priority development 
projects and programs. Established in 1960, in large part due 
to initiatives by the United States, the IDA has received 
strong u. s. support ever since. 

s. 2665 incorporates an Administration proposal to provide 
for continued United States' participation in the Association. 
As requested, the enrolled bill would authorize, without fiscal 
year limitation, total appropriations of $1.5 billion for the 
U. s. contribution to the Fourth Replenishment of the Resources 
of the Association. Under the bill, however, funds would be 
authorized for appropriation, not in a lump sum as requested, 
but in four annual installments of $375 million each. Because 
other nations, Germany and Japan in particular, have substan
tially increased over previous amounts their contributions to 
this Fourth Replenishment of IDA's resources, the u. S. share 
has been reduced from its traditional 40% to 33 1/3% of the 
total replenishment. 

The enrolled bill would also amend the Par Value Modification 
Act (P.L. 93-110) to permit U. s. citizens to hold, sell, 
purchase or otherwise deal with gold as of December 31, 1974, 
or "at any time, prior to such date that the President finds 
and reports to Congress that international monetary reform 
shall have proceeded to the point where elimination of 
regulations on private ownership of gold will not adversely 
affect the United States' international monetary position." 
That Act currently prohibits u. s. citizens from owning and 
dealing with gold unless the President makes the kind of 
determination described above. It does not prescribe a 
specific date when private ownership of gold shall be legalized 
in the absence of a Presidential determination as the enrolled 
bill would do. 



With regard to the prov1s1ons on gold, S. 2665 further 
provides that no law in effect on the date of enactment 
of the Par Value Modification Act and no rule, regulation, 
or order in effect on the date that private ownership of 
gold is legalized may be construed to prohibit any person 
from purchasing, holding, selling, or otherwise dealing 
with gold in the United States or abroad. In its enrolled 
bill letter, Treasury states that: 

"While it is clear that the purpose of the 
provision as enacted is to eliminate the 
present restrictions on gold ownership and 
prevent their reimposition, this provision 
might, in light of the legislative history, 
further be interpreted as prohibiting all 
regulation of gold transactions, even when 
such regulation is applicable to other 
commodities and does not ~ingle out gold. 
Since this Department is of the view that 
the President must have the same authority 
to regulate gold as he has to regulate other 
commodities -- and that this might be especially 
important in an emergency situation -- the 
Department is presently considering whether it 
would be appropriate to seek remedial or clari
fying legislation giving the President such 
authority." 

3 

Furthermore, the Treasury letter notes that although Secretary 
Simon has expressed the hope that the present restrictions on 
gold ownership can be removed before the December 31 date set 
by the bill, he would not hesitate to ask Congress for a delay 
beyond that date if economic circumstances were to make it 
necessary. 

In its enrolled bill letter, the Federal Reserve System states: 

"A continuation of u. s. participation in providing 
financial support for IDA at this time is in the 
u. s. interest, and I support that part of the bill. 
On the other hand, there are significant risks 
unsettlement in financial markets, pressure on the 

t 



dollar in exchange markets -- associated with 
allowing private ownership of gold at this time. 
I therefore believe that the portion of the bill 
referring to gold regulations is unfortunate. 
If the President does sign the bill, it will be 
important to monitor developments carefully in 
financial markets in the months prior to the date 
(December 31, 1974) that the termination of 
regulations on private gold ownership takes effect. 
Should market reactions to the prospect or the 
fact of termination of restrictions on private gold 
ownership prove to be significantly adverse, it may 
be necessary to recommend that the President submit 
legislation that would repeal the relevant part of 
s. 2665. II 
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Section 3 of the enrolled bill would require the United States 
Governor to the Association to-vote against assistance proposed 
for any country which develops a nuclear explosive device 
and does not become a party to the Treaty on Non-Proliferation 
of Nuclear Weapons. State believes that this provision "will 
not induce additional ratifications of the Treaty but will, 
on the other hand, weaken United States influence regarding 
World Bank lending to India." Citing the importance of u. s. 
participation in the Fourth Replenishment of IDA's resources, 
however, State recommends approval of the bill. Similarly, 
AID recommends approval of s. 2665 despite its objections to 
this provision. AID notes that while this section would bind 
only the u. S. Governor with his 25 percent vote, thus not 
by itself preventing IDA loans to any country, it would put 
the u. s. Government in the unfortunate position of "opposing 
assistance to a country which, because of its economic 
circumstances, may soon face calamitous famine." 

While AID's enrolled bill letter recommends a signing statement 
to point out the objections to section 3, the Agency has with
drawn informally this recommendation. Under present circum- . 
stances, AID considers it more appropriate to deal with their 
concerns outside of the context of your action on s. 2665. 

Enclosures 

I 

(Signed). RoY. L. Ash 

Director 

,.... 



THE WHITE HOUSE 

ACTION MEMORANDUM 

Da.te: August 12, 1974 

FOR ACTION: ~red Buzhardt 
Bill Timmons 

FROM THE STAFF SECRETARY 

WASHINGTON LOG NO.: 503 

Time: 9:00 a.m. 

cc (for information): Warren K. Hendriks 
Jerry Jones 

DUE: Da.te: Monday, August 12, 1974 Time: 2:00 p.m. 

SUBJECT: Enrolled Bill S. 2665 - U.S. Contribution to the 
International Development Association 

ACTION REQUESTED: 

-- For Necessary Action 

-- Prepare Agenda. a.nd Brief 

- - For Your Comments 

REMARKS: 

XX For Your Recommendations 

__ Dra.ft Reply 

__ Dra.ft Remarks 

Please return to Kathy Tindle 
West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you ha.ve a.ny questions or if you a.nticipa.te a. 
dela.y in submitting the required ma.teria.l, please 
telephone the Sta.££ Secretary immediately. 

Warren K. Hend~ik! 
For the President 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

AUG 91974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill s. 2665 - U. s. contribution to 
the International Development Association 

Sponsor - Sen. Fulbright (D) Arkansas 

Last Day for Action 

August 14, 1974 - \'lednesday 

Purpose 

Authorizes total appropriations of $1.5 billion for the 
U. s. contribution to the Fourth Replenishment of the 
Resources of the International Development Association; 
permits u. s. citizens to hold and deal with gold;and 
directs the u. s. Governor to the Association to vote 
against proposed assistance to any country \vhich develops 
a nuclear explosive device unless that country becomes a 
party to the Treaty on the Non-Proliferation of Nuclear 
Heapons. 

Agency Recommendations 

Office of Management and Budget 

Department of the Treasury 
Department of State 
Agency for International Development 
Department of Commerce 
Arms Control and Disarmament Agency 
National Security Council 
Council on International Economic Policy 
Securities and Exchange Commission 
Federal Reserve System 

Approval 

Approval 
Approval 
Approval 
Approval 
Approval 
Approval 
No objection(Infor::.:ally) 
No comment 
No recommendation 
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Discussion 

The International Development Association (IDA) , a World 
Bank affiliate, is the world's largest single source of 
multilateral development finance for lending on conces
sionary or easy payment terms. The Association's resources, 
derived from contributions of member countries and transfers 
from the World Bank, are used to provide credit to the poorest 
developing countries to finance high priority development 
projects and programs. Established in 1960, in large part due 
to initiatives by the United States, the IDA has received 
strong u. s. support e~er since. 

s. 2665 incorporates an Administration proposal to provide 
for continued United States' participation in the Association. 
As requested, the enrolled bill would authorize, without fiscal 
year limitation, total appropriations of $1.5 billion for the 
U. s. contribution to the Fourth Replenishment of the Resources 
of the Association. Uncl.er the bill, however, funds would be 
authorized for appropriation, not in a lump sum as requested, 
but in four annual installments of $375 million each. Because 
other nations, Germany and Japan in particular, have substan
tially increased over previous amounts their contributions to 
this Fourth Replenishment of IDA's resources, the U. s. share 
has been reduced from its traditional 40% to 33 1/3% of the 
total replenishment. 

The enrolled bill would also amend the Par Value Modification 
Act (P.L. 93-110) to permit U. s. citizens to hold, sell, 
purchase or otherv1ise deal with gold as of December 31, 1974, 
or 11 at any time, prior to such date that the President finds 
and reports to Congress that international monetary reform 
shall have proceeded to the point where elimination of 
regulations on private ownership of gold will not adversely 
affect the United States' international monetary position." 
That Act currently prohibits U. s. citizens from owning and 
dealing with gold unless the President makes the kind of 
determination described above. It does not prescribe a 
specific date when private ownership of gold shall be legalized 
in the absence of a Presidential determination as the enrolled 
bill would do. 



With regard to the prov1s1ons on gold, S. 2665 further 
· \ provides that no law in effect on the date of enactment 

of the Par Value Modification Act and no rule, regulation, 
or order in effect on the date that private ownership of 
gold is legalized may be construed to prohibit any person 
from purchasing, holding, selling, or otherwise dealing 
with gold in the United States or abroad. In its enrolled 
bill letter, Treasury states that: 

11 l'lhile it is clear that the purpose of the 
provision as enacted is to eliminate the 
~resent restrictions on gold ownership and 
prevent their reimposition, this provision 
might, in light of the legislative history, 
further be interpreted as prohibiting all 
regulation of gold transactions, even when 
such regulation is applicable to other 
commodities and does not single out gold. 
Since this Department is of the view that 
the President must have the same authority 
to regulate gold as he has to regulate other 
co~~odities -- and that this might be especially 
import.ant :i.n an emergency sit.uation -- t.he 
Department is presently considering whether it 
would be appropriate to seek remedial or clari
fying legislation giving the President such 
authority ... 

3 

Furthermore, the Treasury letter notes that although Secretary 
Simon has expressed the hope that the present restrictions on 
gold ownership can be removed before the December 31 date set 
by the bill, he would not hesitate to ask Congress for a delay 
beyond that date if economic circumstances were to make it 
necessary. 

In its enrolled bill letter, the Federal Reserve System states: 

"A continuation of u. S. participation in providing 
financial support for IDA at this time is in the 
U. s. interest, and I support that part of the bill. 
On the other hand, there are significant risks 
unsettlement in financial markets, pressure on the 
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dollar in exchange markets -- associated \'lith 
allowing private m.,rnership of gold at this time. 
I therefore believe that the portion of the bill 
referring to gold regulations is unfortunate. 
If the President does sign the bill, it will be 
important to monitor developments carefully in 
financial markets in the months prior to the date 
(December 31, 1974) that the termination of 
regulations on private gold ownership takes effect. 
Should market reactions to the prospect or the 
fact of termination of restrictions on private gold 
ownership prove to be significantly adverse, it may 
be necessary to recommend that the President submit 
legislation that would repeal the relevant part of 
So 2665. II 

4 

Section 3 of the enrolled bill would require the United States 
Governor to the Association to vote against assistance proposed 
for any country which develops a nuclear explosive device 
and does not become a party to the Treaty on Non-Proliferation 
of Nuclear Weapons. State believes that this provision "will 
not induce additional ratifications of the Treaty but will, 
on the other hand, weaken United States influence regardi-ng 
World Bank lending to India." Citing the importance of u. s. 
participation in the Fourth Replenishment of IDA's resources, 
however, State recommends approval of the bill. Similarly, 
AID recommends approval of s. 2665 despite its objections to 
this provision. AID notes that while this section would bind 
only the U. s. Governor with his 25 percent vote, thus not 
by itself preventing IDA loans to any country, it would put 
the u. S. Government in the unfortunate position of "opposing 
assistance to a country which, because of its economic 
circumstances, may soon face calamitous famine ... 

While AID's enrolled bill letter recommends a signing statement 
to point out the objections to section 3, the Agency has \vi th
drawn informally this recommendation. Under present circum
stances, AID considers it more appropriate to deal with their 
concerns outside of the context of your action on s. 2665. 

Director 

Enclosures 



THE GENERAL COUNSEL OF THE TREASURY 

WASHINGTON, D.C. 20220 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Your office has asked for the views of this Department on the 
enrol\e.d enactment of S. 2665, "To provide for increased participation 
by the United States in the International Development Association and 
to permit U.S. citizens to purchase, hold, sell, or otherwise deal 
with gold in the United States or abroad." 

The enrolled enactment would authorize the United States Governor 
of theinternational Development Association to agree on behalf of the 
United States to pay four annual installments of $375 million each as 
the United States contribution to the Fourth Replenishment of the 
Resources of the Association and would authorize the appropriation with
out fiscal year limitation of four annual installments of $375 million 
each for that purpose. It would also direct the United States Governor 
to vote against loans to any country which develops any nuclear explosive 
device unless the country is or becomes a State Party to the Treaty on 
the Non-Proliferation of Nuclear Weapons. 

In addition, the enrolled enactment would permit American citizens 
to purchase, hold, sell or otherwise deal with gold, beginning on 
December 31, 1974,. or at any time prior to that date that the President 
finds and reports to the Congress that international monetary reform 
has proceeded to a point where elimination of regulations on private 
ownership of gold would not adversely affect the international monetary 
position of the United States. The enrolled enactment would further 
provide that no provision of law in effect on the date of enactment of 
the Par Value Modification Act and no rule, regulation, or order in 
effect when private ownership of gold is legalized may be construed to 
prohibit any person from purchasing, holding, selling, or otherwise 
dealing with gold in the United States or abroad. 

The meaning and intent of the last-mentioned prov1s1on is not 
absolutely clear. It is similar to a provision contained in Public 
Law 93-110, which was amended by the House of Representatives when it 
first passed S. 2665. The House version deleted the provision which 
stated that laws in existence at the time of enactment of the Par Value 
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Modification Act could not be interpreted to prohibit any person from deal
ing with gold but retained the provisions relating to rules, regulations, 
and orders. The House Report explained the change as follows: 

"Subsection (b)· would make a change in the present Section 3(b). 
of the Par Value Modification Act. That law would provide that no 
law in existence at the time of effectiveness of the Par Value 
Modification Act may be construed to prohibit the use or ownership 
of gold. This formulation would put gold in a special position not 
applicable to any other commodity and exempt gold from regulations 
to which any other commodity might be subject. For example, in a 
national emergency, the President could regulate the holding or 
transfer of any eommodity in which any foreign country or foreign 
national had an interest. It would be anomalous, indeed, if the 
President could regulate other commodities in an emergency but he 
could not regulate gold. The existing Par Value Modification Act 
clearly goes beyond what is necessary to eliminate the present 
restrictions on gold o~vnership and creates a serious loophole which 
could endanger the country's financial security at some future time." 
(H. Rept. No. 93-1142, p. 15). 

While it is clear that the purpose of the provJ..sl.on as enacted is to 
eliminate the present restrictions on gold ownership and prevent their 
reimposition, this provision might, in light of the legislative history, 
further be interpreted as prohibiting all regulation of gold transactions, 
even when such regulation is applicable to other commodities and does not 
single out gold. Since this Department is of the view that the President 
must have the same authority to regulate gold as he has to regulate other 
commodities -- and that this might be especially important in an emergency 
situation -- the Department is presently considering whether it would be 
appropriate to seek remedial or clarifying legislation giving the President 
such authority. 

With regard to the timing of legalizing the private ownership of gold, 
Secretary Simon has expressed the hope that the present restrictions on 
gold ownership can be removed before the December 31 date set by the bill. 
However, as indicated by Secretary Simon, if economic circumstances were to 
make it necessary, he would not hesitate to ask Congress for a delay beyond 
that date. 

In spite of the reservations we have noted relating to the gold 
provisions of S. 2665, the Department recommends that the enrolled enact
ment be approved by the President. 

Sincerely yours, 

~.dJ::g;t~ 
General Counsel 



DEPARTMENT OF STATE 

Washington, D.C. 20520 

Honorable Roy L. Ash 
Director, Office of 

Management and Budget 
Washington, D.C. 

Dear Mr. Ash: 

AUG 1 .. 1974 

The Department of State actively supported and 
welcomes the passage of the legislation introduced 
by the Administration authorizing a United States 
contribution to the Fourth Replenishment of the 
International Development Association. We are 
concerned, however, about Section 15 of S.2665 added 
by the House of Representatives, which directs the 
United States governor to vote against credits 
proposed for countries developing nuclear explosive 
devices unless they become a party to the Treaty on 
the Non-Proliferation of Nuclear Weapons. We believe 
this Section will not induce additional ratifications 
of the Treaty but will, on the other hand, weaken 
United States influence regarding World Bank lending 
to India. · 

Despite our reservations about Section 15, we 
are convinced that United States participation in the 
Fourth Replenishment is important for foreign policy 
and development reasons. Therefore, the Department 
reconmends approval of S.2665. 

rdially, 

Linwood Ho~ 
Assistant Secretary 
for Congressional Relations 
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 2.052.3 

Mr. Wilfred H. Rommel 
Assistant Director for 

Legislative Reference 

August 7, 1974 

Office of Management and Budget 
Washington, D. C. 20503 

Dear Mr. Rommel: 

This responds to your August 1, 1974 request for comments 
on S.2665, an Enrolled Bill. 

A.I.D. has objections to Section 3 of the Enrolled Bill 
but recommends that it nevertheless be signed by the 
President with a statement of objection. 

Section 3, which dictates how the Executive Branch must 
vote on certain loans proposed for approval by the Board 
of Governors of IDAI without reference to the passage of 
time or changing circumstances, is an undue restraint on 
Executive Branch flexibility to adjust to changing inter
national conditions. 

Section 3 is inconsistent with the Administration's 
position of support for economic assistance to India, 
one of the less developed countries most seriously 
affected by the recent steep price increases in oil and 
other basic commodities. 

Section 3 is the precursor to S.3627, a bill prohibiting 
foreign assistance to India until India become a signatory 
to the Non-Proliferation Treaty, which is before the 
Senate Foreign Relations Committee and H.R. 15537, its 
companion bill now before the House Foreign Affairs 
Committee. The act of signing this Enrolled Bill should 
not be allowed to signify acceptance of the principle 
underlying section 3. 
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On the other hand, whatever signals Presidential signature 
may entail with respect to the pending legislation certainly 
are not significant enough to warrant the veto of the IDA 
appropriations. The proposed new section would bind only 
the U.S. Governor with his 25 percent vote. It does not by 
itself prevent IDA loans to any country. Representative Long 
of Maryland said when_he introduced the provision, 11 All my 
amendment does is put America on record against nuclear 
proliferation." Unfortunately, it simultaneously puts the 
u.s. Government on record of opposing assistance to a 
country which, because of its economic circumstances, may 
soon face calamitous famine. 

A.I.D. recommends the President issue a statement of 
objection to the proposition of section 3 when he signs 
this Enrolled Bill. 

A draft statement for the President is enclosed. 

Enclosure 

Sincerely yours, 

~~~ 
Arthur z. Gardiner, Jr. 
General Counsel 



Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. C. 20503 

THE ASSISTANT SECRETARY OF COMMERCE 
Washington, D.C. 20230 

Attention: Assistant Director for Legislative Reference 

Dear Mr. Ash: 

This is in reply to your request for the views of this 
Department concerning S. 2665, an enrolled enactment 

11To provide for increased participation by 
the United States in the International 
Development Association and to permit United 
States citizens to purchase, hold, sell, or 
otherwise deal with gold in the United States 
or abroad. 11 

This Department recommends approval by the President of 
s. 2665. 

Enactment of this legislation will not involve any 
expenditure of funds by this Department. 

Sincerely, 

Tilton H. Dobbin 
Assistant Secretary for 
Domestic and International 
Business 



UNITED STATES ARMS CONTROL AND DISARMAMENT AGENCY 

WASHINGTON, D.C. 20451 

August 5, 1974 

The Honorable Roy L. Ash 
Director, Office of Management 

and Budget 
Washington, D. C. 

Dear Mr. Ash: 

You have requested our views and recommendations 
by August 5, 1974, on the enrolled bill for S. 2665 
which provides for increased participation by the 
United States in the International Development 
Association and permits United States citizens to 
purchase, hold, sell, or otherwise deal with gold 
in the United States or abroad. The act also adds 
a new·section 15 to the International Development Asso
ciation Act which would require the United States 
Governor to vote against any loan for the benefit of 
any country which develops a nuclear explosive device 
unless the country is or becomes a party to the Treaty 
on the Non-Proliferatipn of Nuclear Weapons. 

. . 
While the subject matter of S. 2665 is essentially 

within the purview of the Department of State and other 
agencies, we have reviewed the comments on this act 
which the Department of State has prepared for you, 
and have found them acceptable from an arms control 
viewpoint. · 

• 
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MEMORANDUM FOR 

SUBJECT: 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 2.0506 

August 2, 1974 

3236 

WILFRED H. ROMMEL 
ASSISTANT DIRECTOR :E•oR 

LEGISLATIVE REFERENCE 
OFFICE OF MANAGEMENT AND BUDGET 

Enrolled Bill S. 2665 

We.have reviewed the enrollecl billS. 266~ re the Intern~tional D~yelopment 
Association Act and the purchase of gold by private citizens and we concur 

in this proposal. 

nOyuv}.YJ ~ 
(!--Jeanne W. Davis 

Staff Secretary ~ 



OFFICE OF 
THE CHAIRMAN 

'\ 

SECURITIES AND EXCHANGE COMMISSION 

WASHINGTON, D.C. 20549 

BY SPECIAL MESSENGER 

Honorable Wilfred H. Rommel 
Assistant Director for Legislative 

Reference 
Office of Hanagement and Budget 
Executive Office of the President 
Washington, D. C. 20503 

Attention: Mrs. L. Garziglia 

AUG 8 1974 

7201 New Executive Office Building 

Re: Enrolled Bill S. 2665, 93rd Congress 

Dear Hr. Rommel: 

This is in response to your request of August 5, 1974 and will 
confirm the telephone report which Mr. Walter P. North of our staff 
conveyed on behalf of the Commission to Mr. George Gilbert of. your 
staff on Wednesday, August 7, 1974 relating to Enrolled Bill 
s. 2665. 

The bill will provide for increased participation by the United 
States in the International Development Association, and will permit 
United States citizens to purchase, hold, sell, or otherwise deal 
with gold in the United States or abroad. 

The bill does not appear to affect this Co~~ission's administration 
of the federal securities laws or relate to matters on which this 
Commission has any special experience. Therefore, the Commission 
has no comment with respect to Enrolled Bill S. 2665, and takes no 
position with regard to what action the President should take on 
the bill. Nevertheless, we appreciate the opportunity to examine 
the bill and to comment on it. 

Sincerely, 

o;~l· 
Ray Garrett, Jr. 
Chairman 



CHAIRMAN OF THE BOARD OF GOVERNORS 

FEDERAL RESERVE SYSTEM 

WASHINGTON, D. C. 20551 

August 9, 1974 

Dear Mr. Skidmore: 

I am responding to your request for comments on S. 2665 _,.. 
the bill authorizing additional contributions to the International 
Development Association and requiring the term_ination as of 
December 31, 1974, of prohibitions on gold ownership by 
private U.S. citizens. 

A continuation of U.S. participation in providing financial 
support for IDA at this time is in the U.S. interest, and I 
support that part of the bill. On the other hand, there are 
significant risks -- unsettlement in financial markets, pres
sure on the dollar in exchange markets -- associated with 
allowing private ownership of gold at this time. I therefore 
believe that the portion of the bill referring to gold regulations 
is unfortunate. If the President does sign the bill, it will be 
important to monitor developments carefully in financial 
markets in the months prior to the date (December 31, 1974) 
that the termination of regulations on private gold owner ship 
takes effect. Should market reactions to the prospect or the 
fact of termination of restrictions on private gold owner ship 
prove to be significantly adverse, it may be necessary to 
recommend that the President submit legislation that would 
repeal the relevant part of S. 2665. 

Sincerely yours, 

~~~ 
Arthur F. Burns 

Mr. William V. Skidmore 
Office of the Assistant Director 

for Legislative Reference 
Office of Management and Budget 
Executive Office Building 
Washington, D. C. 20503 



93o CoNGRESS } 
!3d Session 

HOUSE OF REPRESENTATIVES 
{ 

REPORT 
No. 9:l-749 

INOREASED U. S. PARTICIPATION IN THE INTERNA
TIONAL DEVELOPMENT ASSOCIATION 

JANUARY 21, 1974.-Committed to the Committee of the Whole House on the 
State of the Union: and ordered to be printed 

Mr. PATMAN, from the Committee on Banking and CUfl"eliCy, 
submitted the following 

REPORT 
[To accompany H.R. 11354] 

The Committee on Banking and Currency, to whom was referred 
the bill (H.R. 11354) to provide for increased participation by the 
United States in the International Development Assoctation, having 
considered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

PuRPOSE OF THE BILL 

H.R. 11354 amends the International Development Association 
Act of 1960, as amended, to authorize the SecretarY"· of the -Treasury, 
in his capaci~y as the U.S. Governor of the International Develop
ment Association (hereinafter referred to as IDA); -to agree on behalf 
of the United States to contribute $1.5 billion to IDA, as reCommended 
in the "report of the Executive Directors to the Board of Governors 
o:p. Additions to IDA Resources: Fourth Replenishment," (House 
Doc. 93-181). The bill also would authorize the appropriation, with
out fiscal year limitation, of $1.5 billion for payment by the Secretary 
of the Treasury for the United States share of the increase in the 
resources of the Association. The U:S. share would be one-third of 
the total, a substantial reduction from our previous share. 

The purpose of this bill is to aid in the replenishment of the funds of 
IDA, which is the world's largest singliM'!lrce of multilateral develop
ment finance for lending on concessionary or easy payment terms. 
IDA provides cr~dit on conces9!q~ary terms to finance high priority 
development proJects and programs of the poorest of the developing 
countries. 

By the end of June 1974, it is anticipated that IDA will fully commit 
all of its lendable funds. Replenishment of its resources, accordingly 

99-006 
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is necessary if IDA is to continue its lending activities. Its lending 
Opef4tt.ions--whieh h~avily emphJ,Si~e socilll fl.nd economic i.Inprove
ment for urban poor, for small businessmen and for small fanners
would terminate at that time. Consequently, time is an important 
factor. 

The United States has always supported IDA and has felt that it 
has been a major source in brin~ economic development to the 
poorest of peoples. The U.S. contnbution to IDA's Fourth Replenish
ment will strengthen this institution and allow it to contmue its 
vital work. For every dollar the U.S. contributes to this replenishment 
of IDA, others will put up another two dollars. 

NEED FOR INTERNATIONAL EcoNOMIC CooPERATION 

Durillg publio he!Uings before the Internation&l Finance Subcom
Inittee of your Committee, the ~creta.ry of the Treasucy framed his 
support for IDA in terms of international economic cooperation and 
presented the following key points, which the Committee feels are 
especially noteworthy: 

Institutions such as IDA form a part of an international 
system of cooperation and agreedrupon :rules of economic be
havior, which we are attempting to improve and strengthen. 
A new international ecopomic order-based on up-dated 
rules, international cooperation and a stronger institutional 
framework-is a basic pAXt of creating a secure structure of 
peace. 

International monetary reform, international trade and 
investment, &nd improving the quantity and quality of in
ternational development assistance are all aspeets of tbe same 
problem of constructing an e11durable system of economic 
mtercourse. Because they are inextricably linked, because we 
must negotiate in all these fields with the same countries and 
frequently with the same individullls, what the United States 
does or does not do in regard to sharing the international re
sponsibility for assisting the developing nations will inev~ 
itably have a profound impact on what we are able to accom
plish in the remaining fields. The stakes in monetary reform, 
trade and investment ar.e simply too high for us to do less 
than is required in the area of development. 

Our relations with developing countries are important to 
the United States economically and politically. The develop
ing countries provided a $14.6 billion market in 1972 for 
U.S. goods and services. In fact, as a group, they purchase 
more from us th&n we do from them. 

Perhaps more import&at, they provide us with one-third 
of our raw materials imports, ~m.d that .Proportion will only 
grow in the· future. All nations are fac~ today the prob· 
lems of inflation. More raw materials and products from the 
developing countries will help abate that problem. It makes 
~ood sense for us to utilize proven vehicles, such as the 
mternational development lending institutioruJ, for aiding the 
growth of nations tliat are at the same time such important 
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sources and ·markets for us. Our benefits need not be at the 
expense of oihers' losses, for with growth all parties can be 
better off. 

ExPROPRIATION PoLICY 

Last year when the Committee considered the legislation authorizing 
the U.S. contributions to the Third Replenishment of IDA, it expressed 
its concern with the trend toward increasing expropriation without 
compensation of American owned property overseas. The Committee 
added an amendment to the bill to ensure that the United States 
would vote in the multilateral development lending institutions against 
lending to countries that expropriate without taking appropriate steps 
to compensate. The Gonzalez Amendment was adopted by the Con~ 
gress and now applies to United States votes in all the multilateral 
development lending institutions. 

The Committee held a review with Secretary Shultz during his 
testimony regarding the United States experience with the Gonzalez 
Amendment. The Committee welcomes Secretary Shultz' firm position 
toward expropriation without appropriate compensation of American 
owned property overseas. The Committee believes that the Gonzalez 
Amendment has worked well to bring expropriating countries to the 
bargaining table and to assure just compensation. Moreover the 
Committee is of the view that the Gonzalez Amendment pro~des 
sufficient flexibility to accomplish its objectives without undermining 
other U.S. foreign policy objectives. · 

For example, the Committee recognizes that a "no" vote could be 
avoided in tbose rare c~s in whi~h a. U.S. firm has clearly failed t0 
m.eet ~e~onable. and legttimate obligations to the host cou~try. Like
Wise, It 1s conceivable. that a U.S. firm may have no real mterest in 
an exprop~ated property, in which case· no grievance would exist. 
The Committee expects that any such cases would be extraordinary 
and understands that the Treasury will consult with it well in advance 
whenever any such cases arise. The Committee will continue to moni
tor application of the expropriation policy provided in the Gonzale?. 
Amendment. 

ADMINISTRATION CONSULTATION 

The Committee notes the improved efforts of the Treasury to con
sult .with it ~fore undertaking new commitments .to the multilateral 
lendmg agenm~s, and expects such efforts to contmue in the fu ture 
~he Committee also wel?omes the efforts ?f the Treasury to keep it 
mfol"lD:ed .on .events of rmportance affecting U.S. participation in 
these mst1tut10ns. 

DETAILS OF THE IDA REPLENISHMENT 

The Fourth Replenishment of IDA would be $4.5 billion in total new 
resources. These resources would be committed on development 
c~edits _during the three-ye~r perio~ beginni~g July 1, 1974. From the 
y.ewpomt of bur~en-shanng, . th1s replerushment is of particular 
mte~est. to the Umted States m tha~ there h~ been a substantial 
dechne m the U.S. share-from 40% m the Thrrd Replenishment to 
33%% in the current one. 

B .R. 749 
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The Fourth Replenishment arrangements invol_v~ Part I memb~r 
countries contributing the equivalent of $.4,415.8 mll~wn to. the Associ
ation in equal annual installments over a 3-year pe~<?d, With the first 
installment to be paid on November 8; 1974. In additlO~, the arrange
ments provide for three Part II members (Israel, Spam and Yu~o
.slavia) to contribute the equivalent of $19,333,000 .. Part I c~ut;ttnes 
~re donors, not eligible for IDA loans; Part ~I countries are rectp~ent~, 
-eligible for IDA assistance. Finally the SWiss Government, which IS 

:not an IDA member, will provide $66,179,1.47. The P!oposed $4.5 
billion represents a 55% increase over the Tht!d Replemshment. . 

The new resources are intended for comnntment by IDA dunng 
the period up to June 30, 1977. The proj~cted commitm.ent r~te of 
$1 500 million compares with actual commitments aver~g slightly 
un'der $800 million per year during FY 1969-73. Commitments of 
$1 357 million were made in FY 1973. 

if the agreement among the major donor countries receives necessary 
legislative ;%l]~oval, IDA w6uld r~~eiv~ ne'Y contributio~s at the ra~e 
of $1,500 · "on per year. PartiCipatiOn m the replernshment W?-ll 
allow the United States to make expanded .d~vel?pment funds avail
able within a multilateral framework. PartlcifatiO~ ~n the pro~osed 
basis, moreover, will shift more of the burden o proVId?Jlg concess10nal 
development assistance to other developed co~ntnes than under 
previous replenishments. Two dollars of concessionary development 
assistance would be put up by others for every d~lla: put up by. the 
United States as compared with the 60--40 split m the preVIous 
·replenishment.' Replenis)lmel!-t. of ~DA on the ~asis proposed cannot 
come about without the parttctpfttiOn of .the Umted States. 

Contributions agreed to for this replemshment of IDA resources are 
shown below: 
Part I countries: 

Australia------------ -- ------------------------ ------ 
Austria~----------- ------ -------------------- --------
Bel~UID----------- - --~--------------------- ------ ---
Canada---------------------------------------------
I>enrnark--------------------------------------------
Flnland---------------------------------------------
France-------- -- -------------------------------------Germany ____________________________________________ _ 

Iceland------------ ----------------------------------
Ircland------ -- ---- ------ ----------------------------
ItalY----------------------------------.---------------

~~!!it_~~======================================= ===== Luxembourg---------------------------- --- - -- ------ --
Netherlands_------------------------- ---------------
New Zealand-------------- ------------------------ - --
Norway------------ ------------·------------- -- ------
South Africa--- ------- ---- ------------------- --------
Sweden------------------- - ------------------~- -- -----
lJnited EJngdorn--------------------------------------
lJnited States~- ------------------- -------------- ------

U.S. dollara 
(equivalent) 

90,000,000 
30, 600,000 
76,500,000 

274, 500,000 
54,000,000 
25, 200, 000 

253,545,000 
514, 500, 000 

·1, 350, 000 
7, 500, 000 

181, 350, 000 
495,000, 000 
27,000,000 

2,250, 000 
132, 750, 000 

11, 745, 000 
49,500,000 
9, 000, 000 

180, 000, 000 
499,500,000 

1, 500, 000, 000 
Part II countries: 

~~~~:::======================~=================-----~-~:-~-~-g_:8_&o_g 
Switzerland------------------------------------------- 4 500 000 0~ 

Total---------------------------------------------- '· ' ' 
1 It !s expected that the outstanding balance of_$66,179.147 will be covered by an lntarest free loan from the 

sWis8 Obnfederation to be approved by the Swtss Federal Council and Parliament. Switzerland is not a 
membero(IDA. H.R. 749 
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BACKGROUND 

The Inte.rnational Development Association, pop~larly ~alled thEt 
soft loan Window of the World Bank, formally came mto eXIstence as; 
an affiliate of the World Bank in September 1960, commenced opera
tions shortly thereafter, and made its first loan in Inid-1961. Establish-· 
ment of IDA was ~argely the result of international initiatives by the
United States,· undertaken against a background of strong ex:pregsions 
of support within the Congress. 

Sixty-eight countries became initial members of the Association, 
and its membership has grown since to 112 countries. Since the time of 
its establishment, IDA members have been divided into two groups. 
The industrialized or wealthier members are in the category of "Par t 
I" or donor countries, while the less developed members are categor
ized as "Part II" or recipient countries. 

In the initial subscriptions to IDA, the Part I countries made 
contributions of about 75% of the total, while the Part II members 
co~tributed the rem~inder. In .keeJ>ing with the ~oal of extending 
assistance to developmg countnes, Part II countnes have not been 
required to participate in the successive replenishments. . 

As an affiliate of the World Bank, IDA benefits from the same high 
caliber management as the Bank itself and has the same Board of 
Governors and Board of Executive Directors as the Bank. The World 
Bank's President serves as Chairman of the IDA Executive Directors 
and as President of the Association. IDA has no staff separate from 
that of the Bank; its operations are carried out entirely by the Bank's 
regular staff. 

IDA is the world's largest single source of multilateral development 
finance for lending on concessionary or easy repayment terms. IDA's 
credits are made for sound econmnic projects that measure up to the 
rigorous standards for loans offered by the World Bank itself. IDA, 
however, makes its loan funds available on unique terms that take into 
account the severely limited external debt serVicing capacity of the 
poorer developing countries. 

IDA's hard currency resources come primarily from budgetary con
tributions by the govermnents of its 21 economically advanced mem
ber countries (Part I members), together with contributions from a 
small group of the IDA less-developed countries and Switzerland. 
These countries have been making resources available at the rate of 
almost $1 billion per year (current dollars) for the last three years. 
Because of the terms on which it lends, IDA cannot expect to borrow 
in private capital markets, and repayments on outstanding credits will 
not be adequate for many years to support significant new lending. 

Though IDA lending is directed at those countries with annual per 
capita incomes o{ $375 or below, funds are increasingly going to the 
poorest countries of this category. In 1973 the Executive Directors of 
IDA made a comprehensive review of its lending policies. They 'found 
that over 70% of IDA resources had been channelled to the poorest 
countries--those with a per capita GNP of $120 or less. Over one-half 
of the IDA credits, in recent years have been for agriculture and edu
cation. IDA's portfolio of projects thus increasmgly reflected the 
priorities and needs of the poorest countries. 

H.R. 749 
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The developing countries, h-ave had satisfactory overall economic 
growth rates, but population growth has severely curtailed growth 
m per capita income. However, an overall growth rate is an inade
quate index of the underlying problems of development each country 
and its people must face. 

Poverty, even in the developing countries favored by relatively 
good resource endowments, characterizes the lives of millions of indi
viduals. Probably close to one billion people in the developing world 
have annual per capita incomes of less than $100 at official rates of 
exchange. IDA is the best hope these poverty stricken people have of 
improving their lot. 

IDA LENDING 

IDA's standardized credit terms involve a 50-year maturity period, 
including a 10-year grace period. One percent of principal is repayable 
in each year of the second ten years of the loan and 3% in each year 
of the remaining thirty years. An annual service char~e in convertible 
currencies of ~ of 1% is charged to meet IDA's adrmnistra.tive costs. 
All credits are repayable in convertible currency. 

During its first 13 years of operations, through FY 1973, IDA 
authorized a total of 428 development credits aggregating $5.8 bil
lion in 66 member countries. It is anticit>ated that $1.1 billion in 
additional credits will be authorized in FY 1974. 

The geographic distribution of IDA lending has become more 
diversified. In IDA's first seven years of operations, through June 30, 
1967, India and Pakistan received roughly 75% of IDA credits. In 
subsequent years, they received only about 50%. As a result, their 
(including Bangladesh) share in IDA's portfolio has dropped to about 
55% of the total. 

In terms of types of projects financed, about 25% of the credits 
extended by the end of FY 1973 had been for transportation; 28% 
for agriculture; 7% for education; 8% for electric power; 5% for 
industry; and 3% for water systems. Lending for agricultural develop
ment rose sharply in FY 1973, to a new record level of $436 million, 
representing 32% of IDA lending in this year. 

The ExeGutive Directors of IDA have agreed that it should continue 
to give increasing emphasis to the very poor countries and to those 
sectors which are of drrect revelance to the bulk of the population in 
the poor countries. 

IDA's SouRcEs oF FuNDS 

IDA's main sources of funds are: its initial capital subscriptions; 
replenishment and special contributions; transfers from the World 
Bank. 

IDA's initial subscriptions are those which each member contrib
utes upon accepting membership. Members are either "Part I" 
members-twenty-one economically advanced countries-or "Part 
II" members-the developing countries. All members paid 10 percent 
of their initial subscriptions in gold or in freely convertible currency. 

The Part I members paid the remaining 90% of the initial subscrip
tion as well in gold or in freely convertible currency, while the Part II 
members paid their 90% subscriptions in their OWn CUrrencies, which 
cannot be used without the member's consent. - · 
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Initial subscriptions totaled $1,280.4 million (current dollars
$1,061.4 million 1960 dollars) on June 30, 1973. The hard currency 
portion ambunted to $971 million, of which $33 million had been 
made available by Part II countries from their 90% ~tubscriptions. 

The initial subscription for the U.S. amounted to $320.3 million 
(1960 dolla.I'S), or 43.1% of subscriptions by Part I roetnbers. Of this, 
10% was paid in cash and the 90% balance in non~interest bearing 
notes. 

To inerease the funds a"\"ailable for concessionary lending, the Board 
of Governors of IDA has adopted four replenishnlent resolutions. The 
First Replenishment, proposed in 1963, sought total contributions to 
IDA of $750 million (with U.S. share of $312 million); the second re
plenishment , considered in 1968, was for $1.2 billion (with U.S. 
share of $480 million) ; and the Third Replenishment, proposed in 
1970, sought $2.4 billion (wit}l U.S. shar(l of 960 million). 
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spread over a number of ye&l'!\. This oecurs ~ause payments from 
IDA funds are made only as required by recipients, and projects 
typically require several years to comP.lete. 
. The net impact of the international deV'elopment lending institu

ttons as a ,group has been faV'ora.ble to t~e balance of payments. This 
faV'orable mflow has ~een based on recetpts from procurement in the 
U.S. of goods and ser\tlces, interE:ist paid to U.S. holders of loan partici
pat!ons and bonds, ~he adini?fstr!l.tiV'e e:lCpenses of the banks who keep 
thetr headqu~rters m W ashinuto~, and mvest'ments by the banks in 
the U.S. While there are undemably outflows connected with sub
scriptio~ and contributi?ns paid in. cash,. bond sales and loan, _pa.rtici
patwns m the U.S., and mterest patd on mvestments in the U.S. the 
amounts flowing into the U.S. have been larger than the amo'unts 
flo-win~ ~ut ~a~ except one of the last eight years. 
. Pa.rttmpatiOn m IDA, however, normally does involve a balance
of-payment~ cost for th!l u,.s. ~his cost reflects the fact that the 
U.S. share~ IDA contnbutions Iii based upon broad burden-sharing 
con~epts designed to r~fJect a country's· r~lative position in the inter
national economy, while the U.S. share m procurement tends to be 
related to its share in the imports of IDA'a borrowers. Thus, the 
U.S. has had close to 50 percent of GNP of IDA donor countries 
and been contributing about 40 percent of its eountry contributions· 
at the same time its share in IDA procurement htts been around 20 
p~rcent. This has resulted in a balancr -of-paytnents cost to the 
U.~.-a minor one to date but expected to increase. The lower share 
whtch has been achieved fot the U.S. in contributions accordingly 
will mean a smaller balance-of-payments costs. ' ' 

The Committee has considered the bala.nce--of-pa.yments cost as 
well as the benefits from U.S. participation in the lDA and concluded 
that benefits ~utweigh ·the cos~. . ' 
~rom the VI~~o1n:t of f(jretgn rel.ations, the IDA and other inter

national finu.ncta.l mstttutio~s are anrmportant part of the system that 
has developed smce World War II to handle multilateral economic 
issues on a cooperative basis. Continued leadership in the international 
developme?t lendin~ institutions is an intllgral part of our overall 
effort, which also mcludes reform of the international monetary 
system and improv~ments in the field of international trade and 
in'\testment. The ability of the U.S. to conclude monetary and trade 
agrt~em~ts which we view .as essentia.l to our own progress depends on 
oooperat10n oft~~ developmg eountn~-whose support will be influ
enced by our abiltty to help meet thell' concerns for their own prog
ress-as well as otlier developed eountries eontinuing to feel that the 
U.S. ~ doing its fair share .in the fintl.!lcing of development. And the 
~ffectiveness of our own bilateral assistance programs is dependent 
m many ways on the complementary assistanca provided by IDA 
and other multilateral institutions. 

There are also direct economic benefits to the U.S. from U.S. 
participation in IDA that are likely to be considerably more im
portant tha!l the direc~ balance,-of-paY,Dlents costs. Thus, the proposed 
IDA replemshment Will make 1t posstble for the de-velopin~ countries 
to U!I~ertake investme~ts m pro'ductive facilities averagmg around 
$3 billion per year. Whtle the benefits to the U.S. from these iD.V'est
ments may be difficult to qutmtify, they are bound to result in im
ptol"ed f!:lCport markets for us, as well as an im.proV'ed a-vailability of 
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raw tnaterials and semi-manufactures at prices lower than they would 
()therwise have been. . . 

. ·M~eoV'er, the balance-of-payments cost of an,Y particular replems
ment is spresd out over a period of years, so that It has little relevance 
to the current situation. In the cast of the IDA, the blance-of-pay
ments cost can be spread out over a period of ten years or more 
tlirough the use of letters of credit which have an impact on the blan.ce 
of payments (and budg_~t) only when they are enc!l'shed to meet dis
bur8eroent needs. The U.S. and most other countnes have taken ad
vantage of this possibility. As a tesult, bud_getary outlays ha.ve been 
considerably below appropriations for the IDA. 
• Dttri'ng the first 13 years of its existence-through June 30, 1973-:

u:s. payments to IDA totalled $814·million and IDA proc!lrement m 
the U.S. totalled $426 million. I'n addition, IDA e!l'rned mterest on 
cash contributions by certain members invested m the .U.S. and 
incurred administrative expenses in the U.S. The average Impact of 
the IDA on the U.S. balance of payments of these items has been less 
than $30 million per year. 

The balance-of-payments cost of past contributions to the IDA, 
however, may be expected to avera~e roughly $15~ million annually 
in the 1975-77 period as a result of higher rates of disbursement and a 
surge of calls upon the U.S. contributions and the balance--of-payments 
safeguards of the .Seco~d Replenishmen~, which delayed its rmpact. to 
1975. This cost IS estrmated to peak m 1975-76 and then dechne 
rapidly after 1977. 

On the other hand the balance-of-payments cost of the proposed 
Fourth Replenishme~t would hav~ a minimum effect thro'!gh 1976 
and peak in 1978. On the assumptton th&t the currency reahgnments 
of 1971 and 1973 will increase the U.S. share in IDA procurement 
from the cumulative 19 percent to perhaps 22 percen~, the balance-of
payments cost to the U.S. of the Fourth Replerushment may be 
estimated at about $50 million in FY 1976 and an aver~e .of about 
$75 million in the subsequent four years. A more drama.ttc tmprove
ment in the U.S. share of procurement would, of course, lessen the 
balance-of-payments cost. 

1 · It should be recognized howe-ver, that the question of IDA s cost 
to the U.S. balanc~ of .Pa~ents should be seen in. the. broader con
text of U.S. participatt.on ~ ~he World Bank,, whtch mcludes both 
IDA and IDA's parent mstitUtiOn, the InternatiOnal Bank f~r Rec~m
-struction and DeV'elopment. Specifically, when transactions m~olvmg 
the IBRD are taken into account, total balance-of-paym~nts mfl.o~s 
to the U.S. on World Bank account exceed outflows by a Wide margm. 

MAINTENANCE 011' VALUE 

. Initial subscriptions (90% portion) and resources provided und~t 
the first three replenishments proV'ided for maintenance of V'B.lue tn 
terms of 1960 U.S. gold dollars so long as and to the extent that they 
bad not been initially disbursed or exchanged for the currency of 
another metnber. . 

·Under the Fourth Replenishment, howeV'er, there will.be no ~am
tenance of value obligation "in view of the unsettled mternattonal 
1Ii()netary conditions prev~ing a.t t.he ~res~nt time". Imtead, ea~h 
member will agree to make Its contr1but10n m a stated amount of Its 
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own currency equal to its share of the replenishment at official New~ . 
York exchange rates as of the date agreement was reached ·on th~ · 
replenishment, September 27, 1973. For the United States, this ineariS.. 
sim.J.>ly that the final amount of our contribution would ' b~ $1,50<J-. 
million, without any future adjustment. 

CONCLUSION 

Your Committee stron~ly believes that the U.S. should make its. 
$1.5 billion contribution ill the Fourth Replenishment of the Inter-· 
national Development Association. 

IDA needs a replenishment of funds to permit the World Bank. 
Group to provide adequate assistance,· in the form of loans, which wiU 
finance sound development projects in developing nations-particu
larly in the poorest of those nations. The money will be spent not only 
for highways, dams, farming and industrial developments but for
programs such as health, education and fopulation programs that 
directly work with and for the people o poverty-stricken.nij.-t;H,J.ts.; 

Because of its long experience, unmatched pool of technical expehise· 
drawn from all countries, and freedom from political considerations, 
the International Development Association is in a strong position to 
influence developing countries to become both more productive and 
more self-reliant, by improving their overall economic programs and 
policies. . 

Your Committee has long believed that the foreign development. 
assistance efforts of the United States should emphasize multilateral 
lending institutions. The international financial institutions permit a 
more equitable sharing of development assistance costs, the accumula
tion of knowled~e and expertise on development problems, and con
siderable flexibility in establishing loan term.s and imposin~ perform
ance standards. The multilateral institutions permit economiC develop
ment free from claims that particular donors are unduly influencing or
restricting the development opportunities of particular countries. In
stead they allow the collective judgment and experience of numerous 
countries and experts to guide the development plans of members. In 
view of IDA's sound record of achievement, your Committee believes. 
it deserves wholehearted support. 

Your Committee feels that contributing to multilateral lendirig· 
institutions is a necessary and integral part of international economic
cooperation. This cooperation is absolutely essential in view of the-' 
increasing economic interdependence of the United States and the 
developing nations. This interdependence is evident in the markets. 
these countries provide for U.S. goods and services and in the raw ·: 
materials which they supply to the U.S. . 

U.S. relations with developing countries are important economically_ 
These countries purchase more from us than we do from them, . ~d 
even more importantly they provide us llith one-third of our ra"' 
materials imports. Many of th.e most vital raw materials can be t»>-
tained only from developing countries. . 

International econormc cooperation involves not only development. 
assistance but international monetary reform and international trade
and investment-fields which include the developing countries. Our: 
ability to negotiate in the trade and monetary areas will be strongly 
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·ln.flp~~ced by our ability to do our part in international development 
·.assistan~e. . h t' h · -

&din the growth of nations. that are at t e same ~e sue m;ti?or 
· t g d markets for us makes good economic and pohtwal .!:::se~Thlse~idncan be \\-ell provided through proven institutions, such 

as the international development ban~s. . . . 
Th us must seriously promote illternatwnal economic coopera

t' :s ~ci~lly \lith the developing nations ; and IDA urgently needs 
~ddl~oEt1,l resource::;. There~ore, your Committee strongly recommends 
the ~actinent of H.R. 11354. 

CosT oF CARRYING ouT THE BILL AND THE CoMMITTEE VoTE 

I liance with clause 7 of Rule XIII of the Rules of the House 
f R comp ntatives the following statement is made relative to the 

~ost ~~~;:ed in ca~g out this bill. A major~ty of the Coffi!lli~tee 
b r · that it would be appropriate to authonze the appropnatwn, 
with:~~ fiscal year limitation, of $1,500,000,000 for payment. by the 
Secretary of the Treasury for the United States share of .th~ illcrea.se 
· th · ources of the International Development AssoCiatwl!-. m e ;:s riations of $375 million are exp~cted to be requested ~n each A~ p FY 1976-1979. There will be VIrtually no budgetary Impact 

. ye~h r~:ly years. The ultimate impact will be spread over a ~umber 
m e as payments from IDA funds are made only as reqmred by 
of ye_arst a:nd projects typically require several years to complete. 
'tempien s, liance with clause 27 of Rule XI of the Rules of the House 

fIR comp tatives the following statement is made relative to the 
~ote ~~r~h:n motion :to report a bill. The bill was ordered to be reported 
by a unanimous vo1ce vote. 

FuNDING oF U.S. CoNTRIBUTIONS 

Th~ authorization contained in this legislation poses a ~pecial I?rob-
1 It enables the United States to undertake an mternational 
em. ' t t but in practice the United States' fulfillment of that comrm men , · t ' 

' tment depends on subsequent appropna Ions. 
co~h ontext of our subscription to IDA, there is a clear need to t tak c this international commitment. More than ~wenty other 
~:U:~es e will be putting up twice as much as _the Uru.ted Sta~es~ 

bill'on These countries are undertaking an illternatwnal 0
bllr a~fon to1 

fuifill their .part of .the barg!lin ;._if we want IDA tO: work 0 
g t undertake the internatiOnal obhg~twn to do our share. 

wj~h!.s been the practice in past R_eplems~~nts of the Re~ources 
f IDA for the United States to enter mto a bmdmg l~gal COJ:D?Utment 0 

t 'bute fully to the Replenishment over a peno~ to trme only :J~of n ds for the first installment have. been appropnate~. In add1-
. r · un,he case of IDA's Third Rephims,hm.ent, at the .time of the 

twn, ill; t t ' of the first install.ID.ent, assurances wer~ mven by the 
Aappropn~ tl~nn Committees that there was no intention of withholding ppropna 10 s . . 
th nd and third Installments. . 

Thco hanism of waiting for the appropriation of the first . m-
e meb f committing the United States to the full replemsh-stall~ent e ~~ilable in the present case. Payment of the first inst~ll

ment ~s no; due until fiscal1976 and thus the request for appropn~
~ent 18

.n11° t be considered by the Appropriations Committees until 
tlcms· WI no a:a. 7'9 
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late in 197 5. However, IDA will have run out of commitment authority 
by July 1974 and the United States should make its legal commitment 
by June 30, 1974. 

The United States must be able to join with other countries in 
providing IDA with the commitment authority it needs to stay ia 
operation after June 30 of this year. The legislation which is before the 
Congress provides that authority-~ authorizing the Secretary of the 
Treasury to agree on behalf of the United Statea to pay the Association 
$1.5 billion over a period of yetll"s. · 

The Committee emphasizes this point because it wishes the House 
to be aware that this authorization will result in a binding international 
commitment by the United States. Congress should be aware now that 
a. valid international commitment will exist when appropriations to 
cover this agreement are requested. 

8EC'l'ION-BY-8ECTION ANALYSIS 

Section !.~Authorizes the United States Governor to the Inter
national Development Association to agree on behalf of the United 
States to contribute $1,500,000,000 to the Association, and authorizes 
the appropriation of amounts necessary for the payment. 

CHANGES IN ExiSTING LAw MADE BY THE BILL, As REPORTED 

In CQmpliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, change$ in existing law made by the bill, as· re
ported, are shown ~ follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

INTERNATIONAL DEVELOPMENT ASSOCIATION ACT 

AN AcT To provide for the ,Earticipation of the United States in the International 
Development Association 

Be it enacted by the Senate and Howe of Representativu of tM, United 
States of America in OongresB Q,B8embkd, 

SHORT TITLE 

SECTION 1. This Act may be cited as the "International Develop
ment Association Act." 

• • • • • • • 
S1!<c, 14.. ((l.) The United States Governor i8 hereby authoriud to agree 

on behalf Q{ the United States to pay to the Association $1,500,(}()()_{)()() as 
the Unttcd States contri/)ution to the Fourth Replenishment of me Re
sources oj the ABBOciaticm. 

(6) l11t QTder to pay for the United States contribution, there i8 hereby 
a'lttlwrized to be appr~riated withm.tt./iacal ~ar limitation $1 ,500,ooq.,ooo 
for 'jHliJ(TMnt by the t$ecrt,ta,ry of the "Tre,a,.,ury. 

0 
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93o Co:NoRESS 
~dSessirm } SENATE 

Calendar No. 805 · 
{ REPoRT 

No. 93-834 

INTERNATIONAL DEVELOPMENT ASSOCIATION 

MAY 9, 1974.-0rdered to be printed 

Mr. SPARKMAN, from the Committee on Foreign Relations, 
submitted the following 

REPORT 
together with 

SUPPLEMENTAL AND ADDITIONAL VIEWS 

[To accompany S. 2665] 

The Committee on Foreign Relations, to which was referred the 
bill '(S. 2665), to provide for increased participation by the United 
Stat~s in the International Development Association,· having con
sidered the same, reports :favorably thereon with amendments and 
recommends that the bill as amended do pass. 

PURPOSE 

Thefurpose of S. 2665, as amended, is to authorize an appropria
tion o $1.5 billion (in four annual installments of $3-75 million 
each} as the United States contribution to the Fourth Replenishment 
of the resources of the International Development Association. 

BAOKGROUND 

The International Development Association (IDA) is an affiliate 
of the World Bank which was established in 19M, larg.ely as a result 
of an initiative of the United States. The stated purposes of IDA 
a:re: 

w prmnote. economic de't~~o{>me~t, increase prtH:lucllivity 
and thus ra1se standards of hvmg m the less-developed arens 
of the world included within the Association's membership, 
in particular by ·providing finance to meet their important 
developme:n.ta.l requirements on terms which are more flexible 
and bear less hea:Vily on the balance of P't-Yii1ertts than those 
of conventional loans, thereby furtherin~ the developmental 

99~010 
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objectives of the International Bank for Reconstruction and 
Development and s:upplementing its activities. 

All of IDA's development credits (i.e., loans) to date have been 
for terms of 50 years and bear no interest. After a 10-year grace period, 
one percent of the principal is repayable annually for 10 years and 
three percent in each of the remaming 30 years. There is an annual 
servi()e charge of three-quarte~ .of on~ percent on the disburseq por
tion of each loan to cover adm1mstrative costs. These charges, as well 
as the principal amount of the loan, are repayable in convertible cur
rcmcy. IDA extends development ~redit§ for projects which are sup
posed to satisfy the same criteria and measure UJ> to the same techni
cal and managerial standards required of proJects financed by the 
World Bank. Moreover, IDA has the same staff as the World Bank 
and reimburses the Bank through a management fee for administra
tive expenses incurred on its behalf. 

Through mid-1973 IDA had authorized a total of 428 development 
credits amounting to $5;8 billion in 66 member countries. At the cur
rent lending rate it is expected that something over $1 billion of addi
tional credits will be authorized by mid-1974. About 28 percent of 
the credits have gone for agriculture, 25 percent for transportation, 
eight percent for electric power, seven percent for education, five per
cent for industry and three percent for water projects. About $3.9 bil
lion in credits have gone to Asia, roughly $1.1 billion to Africa, $235 
million to the Western Hemisphere and $520 million to the Middle 
East and North Africa. 

As of December 31. 1973, IDA's membership totallerl 112 countries. 
These members, which must also belong to the World Bank and the 
Internatronal Monetary Fund, a.re divided into two categories: 
'J:'Werity->Oile "Part ·I" developed or high income countries that pay 
their subscription ·in· convertible currency (which may be used by 
IDA 'for its -lending) and the remaining "Part· II" poorer or less
developed countries that pay only one-tenth of their subscription in 
convertible funds (the remaming nine-tenths is paid in the member's 
own currency and may not be used without the member's consent). 

Thus far, subscriptiOns to IDA have totalled slightly over $1 bil
lion. The iJ;titial .united States subscription amounted to ap:proxi
matelv $320 million;· or about 31 pe11cent of the total. In addition to 
its subscribed capital, IDA has received supplementary increases to 
its resources under 'threw major replenishment, agreements which be
came effective in 1964, 1969 and 1972. With few exceptions, only the 
developed "Part I" countries participated in these replenishments. 

The 1964 agreement provided a replenishment of $750 million, of 
which the U.S;· sha~ was $3l2 million, and the 1969 agreement pro
;vjded $1.2. billion -with the· U.S. contributing $480 million. The· third 
'replenishment in 1972 called for contributions totalling $2.4 billion, 
of which the U.S. pledged $960 million in three equal installments. Of 
this pledge, $640. mil~ion has already: ~n appropriated.and CongresS 
is presently oonstdermg the appropriatiOn for the final mstallment. 

. FOURTH REPLENISHMENT . 

At the outrent ann.uallend!ng ra~ of roughly ~~· billion it .~s ex
pecte.d .that IDA: resources will be exhausted .by .mid-1974. Th1~ ex
pectation takes account of. vy orld Ban~ transfers ?f net earnmgs, 
which have totalled $815 milhon and whiCh are runnmg at an annual 
rate of slightly over $100 million. 

3 

Therefore, IDA member countries negotiated a proposed Fourth 
:Rephmi~hm.ent whiph would provide a total of $4.5 billion in new re
sourc~t :Qu~aning a projected lending rate of $1.5 billion annually for 
the tnree fiscal years, 1975, 1976 and 1977. Under th,e agreed arrange,
ment~; while gover~ents normally would make their payments in. 
three such install":llents, any member may postpone a payment for.a 
year, ot may pay m four rather than three mstallments under certam 
conditions, or may do both after consultation. Since the last U.S. in
stallment of the Third Replenishment will apply to FY 1975, the Ad
ministration plans to . exercise both options i£ U.S. participation in 
the Fourth Replenishment is approved by the Congress. · 

There is no maintenance of value provision on this fourth IDA 
round, contrary to previous arrangements, in yiew of the unsettled 
international monetary conditions .Prevailing at the present time. Be-
cause of' the use. of letters of credit in paying subscriptian~ashed 
only when disbursements are needed-the balance-of-payments costs 
have been spread out over a number of years. Thus fa!.J the average 
annual balance of payments impact of IDA on thi} u.S. has been 
held· to: $30 million, However, the National Advisory C~mncil on In
ternational Monetary and Financial Policy (N AC) anticipates that 
thg bahmce of payments cost of IDA to the U.S. will average I'O'\lghly 
$150 million annually in the 1975-77 period because of various fac;tors, 
especially the del!~.yed impact safeguards of the Second Replenish
ment. According to the N AC Report this cost is exMcted to '"decline 
rapidly after 1977." . 

A tab1llation of proposed contributions under the F01.lrth Replenish
ment follows : 

PROPOSED PARTICIPATION IN !~REASE IN IDA RESOURCES 

[ln thousands of U.S. dollars • and percentages) 

Prior to present replinishment 

' ; 

Contribu· .. · · ~ f¥1111isllmelll .£:i 
tioos 

Sub- without Per- 'tn 196fl ·tn 1973' ''f'el:· 
sc:riptions votes Total cent dollars. dollars ~n\ 

Part I members: 
90,000 ~:::;~~~a:::::::::::;::·::=~~· 20, 763 91,217 lll,980 2.14 74,606 l ... 

5, 238 ·29, 322 34, 560 .66 ' 25, 366 ~~· ' i:~ Beltiurn.. • ••••• ••••••••• 8, 746 66, 954 77, 700 1.48 63,415. 

8:~~:ri<~::::~: :::~ :::~ ... : 39 682 264, 848 304, 530 .S.82 227, 546 t7( , 500 \'&-.t~ 
9:174 61.666 70, 8~0 1.35 44,763 ' 54; oeo 1.2 

Finland .••• _ •• -----...•. •. - 3, 952 18, 496 22. 448 .42 20, 890 25, 200 " !II 
France ..................... 55, 035 306, 997 362, 032 6. 92 210, 177 253, 545 5:63 
Germany . . ..... . . . . __ . __ .. . 5.5,963 420, 597 476,560 9. 11 426,493 514, 500 11.43 
Iceland. ···-·--············ 103 447 550 .01 I, 119 1, 350 .0~ 

:~;~~~;..:::::::::::~;::::~ 3,179 3, 851 7, 030 .13 6, 217· 7, 500 .17 
19, 429 173, 811 193, 240 3:69 150, 331 181,350 '~.H: Japan, .... -~·-··-····---·-- 35, 356 249,964 285,320 5. 46 410,321 495,000 

Kuwait. ••• -·-•..•• -·---.• 3,493 19,427 U , 920 .43 n,m 27,000 .. , •. 60 
Luxellibllvra ••... - · •.•• -.. -- 390 2, 160 2, 550 . 04 I 5 . 2, 250 • '. 85 
l~eth~rfarid$ . •.•••.•.• _. _ ... 28,435 112,'645 141,080 2. 69 tio: o« 132, 750 . • ,:~15 
New Ze'ilfand •• ~-~--· 

- ~ ·7;oir 
5, 600 5, 600 .10 9,}36 . '1, H5 ~ .J,i 

~g,:a~iriea::::; ::::::::: ::· 42; 308 49, 300 . 94 41; 033' ' ~9. 500. ·, iil8 
' 10, 091 9, 989 .ZO, 080 . 38 . 7, 461 j 9, 000 ' -.r• Sweden . .'.: .... .. .... ·, .. .... ' II, 592 194, 633 206,225 3. 94 149,211' 811, 000 .00 . 

United Kiocdom ............ 134, 650 559, 650 ~94, 300 13. 28 414: 059 449, 388 .l~ 011 
·United ·States .. · ... ...... _ •. c.; 331, 900 1; 740, 390 2, 072, 290 39.65 1. 243.m ~. 500, .p.:n 

Part If members: 
I; OOP. , .ol IsraeL: ............ -------- · ·1, 745 ••••• , . •.. .•• 1, 745 ,03 8Z9 

spai~_·,~~.C -'-~ - -.-.·--- --- ··· ·. 10, 4fl , , · ~~l· 12, 590 . 24 11, 052 . 13,333. : ~ 
YugosiavLa. ................ "4,2 9 , · ·8, 080· .15 4,H5 •&. OQO t{} SwitzeriiAld . ........................ _.. 42, 000 42,000 .80 54, 858 66, 179 

Grand totJI.. ....... _ ••••• 800, 656 4, 424, 914 5, 225, 570 100.00 3, 731,339 4, 501. 302 100.08 

•1960 dollars except for fina l column of amounts. 
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Co:uMITI'EE ACTioN 

, ' S. 2665 was introduced b:y Senator Ful.bright (by request) on N ?· 
ve.in.ber 7, .1973. The Committee on ForeiQ'Il RelatiOns held a public 
hearing (print~d) on the bill on November ·19, 1973. At that time 
~estil.rLOny in. support of the measure was received from the Secretary 
qf'th~ Treasury, :G~orge P. Shultz, and the Under Secretary &f State 
for Economic Affairs, William J. Casey. 

4-.fter a c9mpanion bill (li.R 11354) 'vas defeated by the. House 
of Representa#ves by a vote of 248 to 155, the Committee d~usse<J 
S. 2665 in execu.tive session on Feb~uacy 7, 1974; and decidea, to hold 
additional hearings. Accordingly, on ~arch 21 and 22, 1974, the C~m
mittee heard Secretary Shult~ agam, as weH as the followmg 
witnesses: 

· Congressman Charles Whalen (R-Ohio) ; Mr. Robert Roosa, 
Brown Brothers Harriman, Former Treasury Under Secretary 

· for ::M:onetarv Affairs (1961-64); Mr. George Woods, Eirst Bos
. ton Qorporation, Former President of the Internation!J:l B~k ~or 

Reconstrt'l.ction and Development; Ambas8ador Edwm Martm, 
U.S. Coordinator for the World Food C'A>iiferenc~; Mr. Robert 
Abboud Vice Chairman of the Board, FirSt N ahonal B&nk of 
Chicago'; Mr. Robert Cory, American Friends Service Commit
~' WashWgt~m, D.C.; and Dr. Eugene Car8on Blake, PresidE.'nt, 
BI;ead for the World, New York, New York. 

These hearinO'S are being printed and will be available to the SE'n-
a.te and the gen:ral pu~lic. . . . .. 

The Committee considered S .. 2665 dmmg an execu~Ive session held 
on April 23 1974 ahd by a voice vote, ordered the bill favorably re
ported to the Sen~te ~ith amendments which had been proposed ear
lier by Senator Javits (for himself and Senators McGee, Humphrey 
and Percy). The amendments do ~ot change t~e overall am~mnt of 
$1.5 billion which would be au~honzEtd by the bill; th~y provide that 
~~ch a~unt is to be appropriated m "four annual mstallments of 
$375,000,000 each." 

CosT ESTIMATE 

It is ailticipated that appropri~ti<:ms for the f~ur annua~ install
ments of $375 million calleti f~r IIi ~. 2665, as aiJlended, will be re
quested in each of the fiscal years from 1976 through 1979. 

CoMMITTEE CoMMENTS 

The Committee on Foreign Relations has long taken a particular 
interest in ID~.legislat~on,.not.least because of the.role,p~ayeti b.y the 
Senate in creating the. mstitubon: But the Committ~e s mte~ cer
tainly has not been merely a sentunental one. There IS great concern 
for the moral and humanitarian as:£?6Cts of IDA which h,..ve been 
sti-essed so clearly by the current President of the World Bank. There 
is also much appreciation among Committee Members for the "five
year program'' develo~d for. IDA ~o cover the ~al ye~rs 1969-73. 
Specifically, the Committee 1s gratified that IDA credits are now 
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being concentr~ted in the least develp.ped o.f the IDA coU:ntries--:.t:hose 
with av~rage per capita annual incomes of $120 or less. As a con
crete indication of this new focus, it is understood that IDA during 
a five-year period has tripled its rate Of lending in Africa. The Com
mittee is equa~ly gr~tiped that q.gricultqre and education.appear ~ b'e 
the two growmg concerns of the Bank's management m allocatmg 
IDA resources. 

The fact remains, however, that the most important aspects of IDA 
probably lie in the cooperation received from the other industrialized 
countries, and in the vjtal World Bank Group services provided to 
the countries receiving IDA assistance. The United States is putting 
up ·approximatel;r one-third of the contributions to the Fourth Re
plenishment . Qmte simply, this means that we are obtaining twice 
as much funding :from the other developed countries and are making 
a multilateral enterprise increasingly successful. Many Committee 
Members strongly believe this kind of activity should soon replace 
the bulk of the bilateral U.S. aid categories. In this connection, it 
should also be stressed that the developed countries other than the 
United States--:despite their severe inflationary and other economic 
problems-seem to be totally devoted to maintaining their contribu
tions to IDA, and to seeking expanded use of the Bank Group organ
ization. 

The poorer countries not ony receive desperately needed infusions 
of capital from IDA; access to IDA lending also gives them access 
to the incomparable managerial, engineering, and technical assistance 
provided by the staff of the World Bank. 

Accordingly, the Committee strongly recommends that the Senate 
give its full support to S. 2665. 

CHANGES IN EXISTING LAW 

• * * * * * • 
In compliance with subsection 4 of rule XXIX of the Standing 

Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman) : 
• 

INTERNATIONAL DEVELOPMENT ASSOCIATION ACT 

AN ACT To provide for the participation of the United States in the International 
Development Association 

B e it e'IUU)ted by the Senate and H ouse of Represent;aives of the 
United States of America in Congress asembled, 

SHORT TITLE 

SEcTION 1. This Act may be cited as the "International Develop
ment Association Act." 

* * * * * * * 
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SEc. 1/r (a) The Un,ited States Governor is hereby .av,thorjz~d to 
agree on be'luitf ()f the United States to pay to the Assoc~tion~ four 
anr1!UAJl installments of $375,000,000 each aa the United States contri
bution to the Fourth Replenishment of the Resources of the Associa
Mon. 

('b) In order to pay for the United States contribution, there ia here
by aUtMrieed to be appropriated without fi8cal year limitation four 
a~ installments of $375,000,000 each for payment by the Secretary 
of the Treai'Ury. 

• 

SUPPLEMENTAL VIEWS 

These additional comments are meant to be a supplement to the 
Committee's majority position in favor of the Fourth IDA Replenish
ment. They are offered as an effort to _provide additional data in pre
senting the case for Senate passage of S. 2665. 

In hght of the House defeat of IDA IV earlier this year, we are 
particularly concerned that the Senate approveS. 2665. For, the need 
for the International Development Association has never been. greater. 

The international economic situation has exacerbated the plight of 
the world's least developed nations in recent months. This state of 
affairs for the developing nations can be attributed to the following : 

The substantially increased price of the petroleum imports. 
The current high prices of many other primary commodities. 

While these high prices benefit many exporting developing coun
tries, they also constitute a substantial portion of the. unport bill 
of an estimated thirty others which do not enjoy such raw mate
rial exports and simply cannot foot the bill. 

Increasing costs of imported manufactured goods. 
Supply shortages, also resulting in higher prices, of such stra

tegic development inputs as fertilizer. 
Shortages of cereal products which have been made more seri

ous by depletion of global stocks. 
Continued worldwide inflation, which creates uncertainty in 

investment decisions and development planning generally. 
The tremendous burden imposed on the poorest nations of the world 

because of the present international economic situation is graphically 
illustrated in a pa:per pre~;>ared by the Staff of the World Bank Group 
for use at the Special Sesswn of the United Nations General Assembly, 
April-May 1974. We believe the information contained in the report, 
which is entitled "Additional External Capital Requirements of De
vel<?ping Countries," is indispensable to the case for Senate passage 
of S. 2665. Since the report is quite lengthy, we have chosen to sum
marize its contents. 

According to the report, although si~ificant attention has been 
focused on the increase in the price of ml, two other major problem 
areas are likely to have an equally severe impact on a number of 
developing natwns. 

First, an uncertain outlook for the economies of the industrialized 
nations does not bode well for the developing countries. The level of 
economic activity in industrialized nations IS one of the principal 
determinants of the foreign exchange earning capacity of the develop
ing cow1tries, and hence, of their investment levels and growth rates. 
Even a. modest decline in the rates of growth of the industrialized 
nations will have an impact on the developing countries, which may 
be larger in the long term than the direct impact of the increased 

(7) 
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petroleum prices. Even if the industrial countries. recov~r quickly 
from the oil price increases and find ways to deal with their balance
of-payments deficits, their reduced rates of growth will cause the 
growth rates of many ~eveloping countries to be su~ntially below 
the levels in the next six years th!Ul were thought likely only a few 
months ago. 

Second, the shortage of fertilizers and food, evident even be~ore 
the changes in oil prices, have. ~een exacerb~ted by th.e current situ~ 
ation. The price of urea fertilizer productiOn has risen almost as 
rapidly as that of crude oil. For some time now, fertilizer production 
has been inadequate to meet demand, and new capacity has not been 
built at a sufficient rate. The shortage of fertilizer) combined with the 
growing demand for food, means that food grains will remain in 
short supply. This, in turn, will require heavy additional foreign 
exchange expenditures on food imports. Some of the countries which 
have the least resilience in meeting the additional cost of oil imports 
are also those which depend heavily on fertilizer imports and those 
whose agricultural output is highly sensitive to madequate soil 
nutrients. 

Last year, the World Bank estimated that the developing countries 
could, on the average, achieve the six-percent rate of growth which 
was the objective of the Second Development Decade of the United 
Nations. However, the Bank's revised projections now show that this 
is most unlikely and that in the best of circumstances, maintaining 
substantial development progress will require considerably more ex
ternal capital than previously projected. The most serious problems 
are likely to occur in the group of low-income countries. 

The capacity of individual developing countries to respond to the 
immediate problems of 1974 and 1975 varies widely. There are some 
countries such as Mexico, Turkey,· Brazil, and Malaysia which can 
cope with the problems because the accumulated reserves, continued 
high export prices, and ready access to capital markets. However, there 
are other countries such as India, Bangladesh, and Sri Lanka, which 
have little resilience and which will require substantial sums of addi
tional external capital on concessional terms to sustain growth. 

Whatever pattern of resource allocation results from the adjustment 
of the world economy to higher energy costs, the capital requirements 
of the develo.ping countries as a whole will expand substantially above 
what had been projected previously. 

According to the World Bank Staff report: 
The developing nations, as a group, even after reducing 

their reserves and drawing on the International Monetary 
Fund, will require an .estimated $2.6 billion of additional 
external capital in 1974 and about $6.8 billion in 1975. Of 
these amounts $800 million in 1974, and $2.1 billion in 1975, 
are needed on intermediate terms. 

In the years 1976-1980, in order to achieve modest rates 
of growth, the developing countries will require, on the most 
optimistic estimates, $10-12 billion per year in external re
sources beyond amounts previously projected. About $4-5 
billion of this increment must be on concessional terms, since 
it is required by low and middle income countries who either 
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are not creditworthy now or soon will have exhausted their 
borrowing c~tpacity on conventional terms. These resources 
must be mobilized quickly, as there is a considerable time 
lag between conunitments and disbursements. 

The World Bank Group study pointed out the essential problem 
is to increase not just the Bank program, but the total flow of resources 
to the developing countries, particularly resources which will be made 
available on concessional terms. Since many of the oil-exporting 
countries will have funds which are surplus to their internal develop
ment needs, the World Bank Group has been in touch with them to 
offer assistance in channeling a portion of their surpluses, on appropri
ate terms and conditions, to developing countnes to augment the 
projected capital inflows from other sources. 

For example, the World Bank has indicated to the OPEC countries 
that with their cooperation and at their request the Bank would : 

Assist in developing or expanding their bilateral aid programs. 
Help organize regional or multilateral aid programs to be fi

nanced by OPEC countri~. 
Welcome the joint financing with OPEC countries of Bank or 

IDA projects. 
Present for inclusion in their long-term investment portfolio 

IBRD bonds carrying terms and conditions tailored to their 
circumstances. 

Provide management services, under a number of possible ar
rangements (including the expansion of the Fourth Replenish
ment of IDA), for the efficient investment of concessional funds 
in the developing countries. Proposals such as those put forward 
by Venezuela and Iran are major steps toward mobilizing the nec
essary resources. 

An important point was underscored by the study when it was 
pointed out: "Unless substantial additional resources for both long
term investments and immediate balance-of-payments needs are pro
vided quickly, the hopes of hundreds of millions of people for even 
modest advances in their economic well-being during the remainder 
of this decade will be shattered." 

In addition to the World Bank Staff report, we would also like to 
address ourselves to certain misconceptions which have come to be 
associated with the International Development Association and its 
pur;{>ose. . . . . 

First, IDA momes cannot be used to finance ml1mport.s of the devel
oping nations. Loans for projects can be used only to finance equip
ment and services associated with that project, many of which are 
purchased in the United States, and allot which are carefully scruti
nized before the monies are disbursed. In addition, IDA credits are 
critical for projects whose implementation will increase the abilities of 
the poor countries to meet their mounting oil costs. 

As Treasury Secretary George Shultz testified during hearings on 
s. 2665: 

IDA lends for specific projects; its funds go, as they al
ways have, to pay the suppliers of the pumps, tractors, ce
ment, industrial machinery, laboratory equipment, and 
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engineering services neeqed to build and. ca~ry out sound and 
urgent d~vel~pment proJects. A very significant portion of 
our contnbut10n to IDA will return to the U.S. economy in 
demand for our exports. 

. In ad~itio1_1, we do not .feel the U.S. should punish the poor for 
~Igher ml P.rices: By ~fus~ng to fund IDA, we penalize the poor na

-tions for a s1tuat10n which IS !lot.o~ their making. 
.SeC?nd, the soundness of mdividual IDA projects and their con

tnbutlon to the development of the poor nations has been challenged 
by manY: opponents of th~ program: However, every IDA project has 
been reyt~wed by economists, financial analysts, and technical experts 
-~efore I~ IS approved .. yons~nt. Wo!-'ld Bank supervision and ri~orous 
mternation~l compet1tiv~ biddmg msure effective implementatiOn at 
the best price. Some typical IDA projects include: 

$14 million loan for tubewell construction in Bangladesh. When 
complet;e~, some 180!000 acres of land will be irrigated. 

$5 million educatiOn loan to Paraguay to build facilities for 
10,000 students. 

$14 mi.ll~on for Sahelian drought relief in Africa. 
. $20 million loan for earthquake rehabilitation in Nicaragua. 

. Third, IDA has been characterized as "one of those foreign aid 
:give-away p~ogr~ms." It defin~tely is not! Approximately 60 percent 
o~ our contributiOn to IDA wil~ return directl:y .to the U.S. through 
PI ocurement an~ l?cal expenditures. An additional; but unknown 
-~mount returns md1rec9y 6ecause of th~ recipients' increased growth 
mtes and the need to Import. Cumulative IDA procurement in the 
p-.8. totals $450 million .. qumulative World Bank Group procurement 
m the p.S. tota!s. $3.8 bilhon. Tb.us, the overall impact has been over
whelmmgly positive for the U.S. balance-of-payments. 

Fourtli, It has been asserted that in light of our own domestic prob
le!fis, .the u.s. should not be co~ce~~d wi~h. contributing to such in
'SbtutiOns as ~DA. !fowever, while It IS antiCipated that the increased 
petro~eum prices will cost th~ l[.S. an additiona.l $12 billion this year, 
we ~Ill make up all but $2 bilhon of that sum m what we earn froin 
the mc~a:sed cos~ of comf!lodities we export. On the other hand, the 
draf!la:tic mcrease m the price of commodities will drain an additional 
$3 billiOn f~om the developing nations. 

!n additron, ~thez: ~ndustrialized nations are far more adversely 
aff~ted by the ml crisis than the U.S. Yet, they are still maintaining 
their supJ?ort for IDA and will be contributmg 67 percent of the 
Fourth Repleinshment. 

Fifth, if the Con~ss should fail to approve the U.S. share of the 
Fo~rth IDA Rep~emshment, t.he :whole agreement would be unraveled. 
This would termmate the prmCipal source of multilateral loans for 
the world's ~oorest eronom1~ and, thereby, could mean the difference 
between surVIval and starvatiOn. 

Si~th, it has been claimed that in light of their newly found wealth, 
the oil p~oducers should shoulder the burden of development assist
a~ce. While ~he World Bank Group is encouraging the OPEC coun
tnes use the1r new_ly fou1_1.d we.alth for d~velopment assistance, only 
two or three -relatively tmy ml states Will have per capita income 
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wealth approaching or exceeding our own. If the U.S., out of its great 
rE>sources, cannot continue its hiStoric level of support for IDA and 
similar financial institutions, on what basis can we ask the rest of the 
world-even the oil producers-to )_)ick up their fair share of the de
velopment finance burden~ In addition, some oil nations are alreadJ. 
shouldering this respon~i~ility. Earlier this year, Iran an~ounced 1t 
would establish a $1 billion program ~or deyelopmg nat~ons. Yet, 
~ran, despite her newly found wealth, wil~ reabze a per capita annual 
mcome of only 20 percent of that of the Umted States. 

Seventh, concern has been expressed over IDA lending to OPEC 
countries. In the past IDA has made loans to some of the very poor 
oil-producing states; e.g. Nigeria before discovery of oil. Currently, 
IDA loans are being made to Indonesia, since I ndonesia, despite the 
increased oil revenues, has a per capita income of only about $107 per 
year. Nevertheless, negotiations are underway to phase out IDA lend
mg to Indonesia. 

Eighth, the question has been raised as to whether IDA lends to 
countries which have expropriated U.S. property. IDA does not make 
loans to any country with uncompensated expropriation cases, unless 
IDA feels adequate progress and good faith negotiations have been 
made toward resolving these cases . 

Ninth, considerable frustration has been voiced over the amount of 
money the U.S. contributes to foreign aid programs. However, a look 
at the facts reveals a different picture altogether. The U.S. only con
tributes one-third of one percent of its GNP for economic development 
assistance. Using this benchmark we now rank 14th among the 
world's 16 developed countries in terms of official development 
assistance. 

We hope that the Congress heeds what we believe are sound argu
ments in favor of S. 2665. Despite the differences of opi11ion over what 
form our aid frograms should take, or whether we should even be in 
the business o foreign aid, one inescapable fact remains-the Ameri
can people never have, and never will, .tolerate starvation anywhere 
in the world. A vote against IDA is a vote in favor of placing millions 
of lives around the world in jeopardy. 

GALE McGEE. 
HUBERT HUMPHREY. 
JACOB J A VlTS. 
CHARLES PEROY. 



ADDITIONAL VIEWS 

Deliberations on the International Development Ass<>ciatitm re
p~e~~s~l'ne!tt hn. ve taken place in the context of conce;n about !1 pb'sSibfe 
reltitJbfisfnp h~tween the World Bank and the Th1eu gow:frlYnent m 
SoUth Viet'rHun. 

Last October the World Bank and the Asian Developrt1~nt Bank 
initi~te~ . a m~~tin~ jn Paris to ~iplore the idea of an international 
~dnsortl'tim for lud to Indochina. World Bank Report number 
315-:-VN, "Ciih~nt Economic Position an"d Prospects Of the Republic 
of ViefultW\," which was i8Sued on January 18 of this year, describes 
an ejdi'e~ly d'isfual economi~ picthre in SouUl. Vietnam and ~uggests 
the it~~a :f~r massive infusions of aid for many year into the .future. 
These stet's hilve at least raiSed the prospect th-at a portion of the 
Internationa) Development Association's resources would be made 
available to the govenunent in Saigon. 

On t11e basis of the record since the 1973 Paris Agreement on Viet
nam was signed, it is reasonable to question all aid to the Saigon 
regime, w1fi3ther it goes for military hardware or econon'tic support 
and whether it comes from the United States or from a multilateral 
agency . 
. It is trtie that the South Vietnamese economy was left in dire straits 

by_ th~ wat conditions which prevailed until January of 1973. The 
witharnwM of An\erican forces was an additional econotnic blow. 

But it is S:ls6 true that the blame for the lack of economic recovery 
lies not in ttie_assertion that su))pliers of aid have been Stil\rgy, but in 
tfie fa:6t tJirlti the 'Saigon goverrtment has been spendthrift, particu
larly in tlu~ ~11ilitary sector. South Vietn11m has 1.1 millioi\ men in the 
military~ another 125,000 in the police fol!ce, an:d a ci'Vil service of 
350,oop, fi'()m a population of about 19 million. The World Bank re
port of.Jmrtmry 1'8 estimates that 25 percelit of the natitm's manpower 
~s non-p~odu,ctiVe ftom an. economic sta~d:p"Oint .. In 1978 tM. ·~igon 
govern:ment :was able to ra1se some 233 bllhon ptll.sttes from iliternal 
teve'riu~· . an~ .. -.it s~nt 254 billion piastres on the lnili\iary alone, ex
Cluding· loreign _military aid. Again excluding military-ai'd, fUlly 18 
percent-oftQe'Sptith.VietnalJ\ese Gross'National Prodnct ~for mil
ttary spending_:_tl1e equivalent Of a $316 billion arms budget for the 
United St'Att.es: And the military r>ortion of South Vietna'lll's budget 
is slated t.o rise again in the current calendar J'eil.r. 

This ti'El'hd, along with wholesale violations of the ceasefire and an 
almost total fllihire to impleme~t the politic"il.l provisions of the Paris 
.A,lgreeril'ent, 8tl~~tests that the Saigon government is determined to 
1reep the war '~oing and to let economic recovery wait. 

Htit .a peii_cef1t1 resolution of the disp1,ite in Saigon i's an indi'sf>(>Tl
:Sttble prerequisite to economic recovery. Farmers must return to their 

\13) 
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fields and the heavy burden of a. bloated arms budget must be· lifted 
as the first steps of any economic rescue operation for South Vietnam. 
And until that ha:P,pens economic aid can only support an indefinite 
dependence that will drain the donors without offermg any lasting or 
constructive benefit to the people of Vietnam. Military and polit
ical issl!-es must be resolved before there can be any real hope on the 
economlc front. 

These concerns speak to aid generally, but there are specific addi,. 
tional reasons why it would be a mistake for an instituH,on such as 
the World Bank to become involved in supplying ai4 to the Thieu 
government. · 

The Bank's resources and the resources of the International De
velopment Association are sharply limited, and demand$ .elsewhere 
are extremely compelling. Moreover, the prospects elsewhere are that 
IDA funding can bring greater and more productive "results; From 
t~e simple standpoint of pru.dent managemm.1t, it wo~d be. more fit~ 
tmg for IDA to concentrate Its scarce funds m countnes ·where there 
is no <;-<>ntinuing war to render development largely a hopeless 
enterpnse, . 

Moreover, the Agreement on Ending the War and ReStoring th~ 
Peace in Vietnam establishes two things: doubts about the long-term 
legitimacy of the government in South. Vietnam, and means to remo.v~ 
those doubts. It refers throughout to "two South Vietnamese parties,-~' 
meaning Mr. Thien's ~overnment and the Provisional Revolutionarv 
Oovernment, both with claims to control ov<>r areas of South Vietnfl·nl~ 
<\ ~ticJe 12 and related protQOOJs provide for the establishwnt of a 
National C'.,ouncil of National Reconciliation and Concord. and ulti~ 
mately for elections which were eavisioned as a m¢ans of lU},ifyirig 
South Vietnam under a single government. Those steps hav-e not been 
carried out. And under these uncertain conditions, I believe it; wou]d 
be a mistake Jor an international aa;ency such as the Wo~ld. Ba.uk t.Q 
supply assistance to either South Vie.tnamese party .. It would en.taU 
making. choices. which, under the terms of the Paris Ag:teeroent, bei~ng 
.to the people of South Vietnam. It 'Rpuld det~nct stil} ,further ~frGim 
any remaining respect for the Agre.ement, and it would do .additional 
dania~ :$o the already badly batterEld prospects for peace. , , . 

1 
; 

On the basis of this background, I was pleased to note that in a Jette:r 
dattld kpril; 18, 1974, and· addressed to Dr. Eugene Carsmi :Blakt\ 
Presid~t of Uread for too World, the World Bank1s Vice ,:P.r~~i~t 
for Asia,· Mr. Peter Cargill; has disclaimed any pJans,,;(or ~jzeab~ 
World Bank &.ssist~nce to South Vietnam. He noted t}le scarci~y: ;Of 
eoncessiona.l ~nds such as IDA provides a,nd the . "urgEm.t :p.~flrlS ,of 
hundreds of millions o£ poor people in. other parts of tb.e wpz;Jd," ·H~ 
made it clear that ,"IDA oould hardly become a m&jor sour.ce;Qf ;funds" 
for Smlth Vietnam. Moreover, he listed Rmong the "1J.ndel'$tanding~~! 
whieh Wol'ld Bank President Robe:r:t McNamara had indica.ted . w~lUld 
be necessary for t.he :formation of any consortium -f9r ·lndQ!?hina .. aid 
that" ... any initiative in forming such a group or any pa-rtic;ipating 
by IDA would depend on the Bank Group's nssessment of.the -pos. 

15 

sibility of such an assistance program being directed solely towards 
the reconstruction and development of these economies and restoring 
them to a peacetime basis as foreseen in the Paris Accords .... " 

On the basis of this assurance, I fully expect that unless there is 
dramatic movement a way from war and toward full implementation 
of the Paris Agreement, none of the funds included in the Fourth 
Replenishment of the International Development Association would 
be made available to the government in Saigon or any other party to 
the hostilities or to the Paris Agreement. 

GEORGE McGoVERN. 
0 



93o CoNGRESS } HOUSE OF REPRESENTATIVES {No REPOR'l' 
2d Session 93-1142 

AMENDING THE INTERNATIONAL DEVELOPMENT 
ASSOCIATION ACT 

JuNE 25, 1914.-Committed to the Committee of the Whole House on the State ot 
the Union and ordered to be printed 

Mr. PATMAN, from the Committee on Banking and Currencyt 
submitted the following 

REPORT 
together with 

SUPPLEME~TARY AND DISSESTING VIEWS 

[To accompany H.R. 15465] 

The Committee on Banking and Currency, to whom was referred 
the bill (H.R. 15465) to provide for increased participation by the 
United States in International Development Association and to permit 
United States citizens to purchase, hold, sell, or otherwise deal with 
~;old in the United States or abroad, having considered the same, report 
tavol'ably thereon withov.t amendment and recommend that the bill 
do pass. 

PURPOSES OF THE BILL 

H.R. 15465 amends the International Development Association Act 
of 1960, as amended, to authorize the Secretary of the Treasury, in his 
capacity as the U.S. Governor of the International Development As
sociation (hereinafter referred to as IDA), to agree on behalf o:f the
United States to pay to IDA $1.5 billion m four annual installments 
of $375,000,000 each, as recommended in t.he "Report of the Executive 
Directors to the Board of Governors on Additions to IDA Resources: 
Fourth Replenishment" (House Doc. 93-181). The bill also would au
thorize the appropriation, without fiscal year limitation, of the funds 
necessary for this contribution. 

Secondly the bill would amend the Par Value :Modification Act to 
:permit Americans to purchase, hold, sell or otherwise deal with gold 
m the U.S. or abroad, on December 31, 1974, or at any time prior to• 
such date that the President finds and reports to Congress that inter
national monetary reform shall have proceeded to the point where' 
elimination of regulations on private ownership of gold wi11 not ad
versely affect the "Cnited States' international monetary position.. 

99-006 
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The principal purpose of this bill is to aid in the replenishment of 
the funds of IDA, which is the world's largest sin~le source of multi
lateral development finance for lending on concessiOnary or easy pay
ment terms. IDA provides credit on concessionary terms to finance 
high pr~ority deve~opment projec~ and programs of the poorest of the 
developmg countnes. 

.BY the e~d of June 19'74, it is anticipated that IDA will fully com
mit all of Its lendable funds. Replenishment of its resources accord
ingl;r is necessary if IDA is to continue its lendinu activities. Its 
lending operations-which heavily emphasize social a~d economic im
provement for urban poor, for small businessmen and for small farm
ers-would terminate at that time. Consequently, time is an important 
factor. 

:rht; United St.ates has always supported IDA, a major source in 
brmg;tng .economic development to the poorest of people. The U.S. 
contributiOn to IDA's Fourth Replenishment will strengthen this in
stitution a~d allow it .to contir~ue its vital work. For every dollar the 
U.S. contnbutes to this replemshment of IDA, others will put up an
other two dollars. 

The justification for authorizing additional funds for IDA is per
haps best stated in a letter from the Secretary of the Treasury to the 
Speaker of the House, the Honorable Carl Albert. 

THE SECRETARY OF THE TREASURY, 

W asMngton., D.O., June 17,197 J,. 
Hon. CARL ALBERT, 
Speaker of the House of Representatives, 
Wasldngton,D.O. 

DEAR MR. SPEAKER: As you are probably aware, the Senate on 
May 29 approved, by a 55-2'7 vote, a bill authorizing further U.S. par
ticipation in the International Development Association (IDA).;_the 
soft loan window of the World Bank. 

A House bill on this subject was defeated last January, largely, I 
believe, in reaction to the energy crisis which was then in its most 
severe stage. I am hopeful that the House will reconsider IDA legis
lation in the very near future. The purpose of this letter is to put before 
you facts and considerations relevant to today's domestic and inter
national situation that deserve to be taken into account in such a 
reconsideration. 

The newly introduced IDA Fourth Replenishment bill, currently 
designated H.R. 15231, authorizes the United States to join with 24 
other industrialized countries in providing funds to IDA for long
term, low interest loans to the poorest of the developing nations. These 
loans finance projects in such fields as transportation, agriculture, edu
cation and health, with particular emphasis on reaching low income 
sectors of the population. · 

In this round of contributions, the U.S. share of the total has been 
redu~d from 40 percent to 331f:3 p~rcent: Gerniany and Japan, in 
particular, have undertaken substantially mcreased shares. U.S. par
ticipation is vital to IDA's future, since the multi-nation arrangement 
cannot come into effect without us and present IDA funds will be 
exhausted on June 30. 
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In an important sense, H.R. 15231 is a different bill from H.R. 11354, 
which was r~iected by the House in January. While both bills provide 
for a total U.S. commitment of $1.5 billion, the earlier bill would 
have permitted ' paymeht of the U.S. contribution in three annual 
installments of $500 million. The new bill, by contrast, limits the 
amount of annual installments to $3'75 million. This means that our 
annual appropriations requests under this authorization, which will 
not begin until FY 19'76 and will be spread over four years, will be leas 
than the current annual request level of $386 million (adjusted to 
reflect dollar devaluations) under the Thitd Replenishment. More
over, the amount provided under the new version of the IDA legisla
tion will not be subject to upward adjustment in the future should 
international currenc;v values change, since the maintenance of value 
provision has been ehminated for the Fourth Replenishment. 

Let me say at the outset that I believe support for the IDA replen
ishment bill is fully consistent with the concern for fiscal responsibil
ity that our current economic situation demands and that. I have re
peatedly emph,asized in public and :private. 

There is no conflict between this bill and fiscal responsibility for 
two r~ason~. First, fiscal ;esponsibility does. not mean simply not 
spendmg-1t means spendmg only for effective programs that are 
strictly in accordance with our priorities. IDA qualifies on both scores. 
Second, the IDA replenishment bill will have no impact on the current 
fiscal situation. The first appropriations under it will not be sought 
until 19'76, and when obtained will be made available to IDA in the 
form of non-interest-bearing notes. These notes will not be cashed 
until still later years. . 

I ani just as convinced that the proposed IDA legislation serves the 
international economic interests of the United States as I am that it is 
fiscally responsible. 

We have, of course, our traditional humanitarian concern for help
ing the poorest of the poor that live in one-third of the world's na
tions and constitute one-half of the world's population. These are the 
nations and peoples with per capita incomes below $375 a year, fre
quently even below $100 a year; the countries of sub-Sahara Africa 
affiicted with drought, disease and starvation; the countries most bur
dened by, and least able to cope financially with the added budget and 
balance of payments costs of food, fuel and fertilizers. 

But apart from the humanitarian aspects, the increased production 
that ~DA stimulates _is of great. importance~ our country. The de
velopmg world provides 60 percent of our Import requirements of 
~ight essential in~u~trial raw ma~erials. It likewise is a market, already 
m excess of $1'7 billion and growmg, for U.S. exports. In fact, we have 
traditi?nally had a surplus trade balance .with the IDA borrowing 
countnes, and roughly half of what we provide to IDA can be expected 
to be spent for U.S. goods and services. 

Having been so intimately involved with the most acute of our re
cent energy problems, I can well understand the feelings of those 
~embers of the House who. voted again~t the IDA repenishment bill 
m January. That was an lffiillensely difficult period, but much has 
~hanged smce January, and much can now be seen in better perspec
tive. 
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We are not now facing the imminent resumption of full-scale fight
ing in the Middle East. We are not now suffering from the effects of 
an oil embargo. Oil prices are still too high, but we are working on 
that issue separately. And it has become clear that the oil-producing 
countries are beginning to move in constructive ways that recognize 
the responsibilities accompanying their new wealth. 

IDA credits have never gone to the tradtional oil producers, and are 
being phased out in those few countries that recently became large 
producers. IDA funds for non-oil-producing countries cannot simply 
pass through to the oil producers because IDA does not finance oil 
purchases, and such funds can only be spent for specific projects and 
programs, which would in nearly all cases not be carried out without 
IDA assistance. 

Oil-producing countries have pledged $3 billion to a special facility 
in the International Monetary Fund to help countries cope with inter
national price increases; they have already purchased over $600 mil
lion of World Bank bonds to permit further development lending, and 
expect to make a larger amount of such purchases next year. Venezuela 
is actively negotiatmg a half-billion-dollar trust fund in the Inter
American Bank. Iran and Kuwait are both extending substantial 
bilateral assistance within the Middle East and Asian regions, and the 
framework of a $1 billion-plus Islamic Development Bank is now 
being finalized. 

Considering the fact that the oil countries, in the space of a few 
months, have been called on to think of themselves in an entirely new 
interna~ional financial role, I believe a pro~ising start has been made 
on haVIng ~hem share the cost of financmg development-perhaps 
even a better start th~n we might have expected last January. The 
surest way to undermme the present trend would be for the United 
States and other industrialized countries to back off from our own 
participation in development finance. 

While P?A ~s im_portant in its own righ_t, as I have laid out above, 
Ol}r partlCipati?n m the. Fourth ~plemshment has a larger sig
mficance. We will undermme our ab1hty to reshape and reform the in
t~~ational !'lconomic order if we are not willing !o. cooperate in pro
VIding a fa1r share of development finance. Partlmpat10n in IDA is 
crucial to our over-all interests as we are in the process of interna
tional monetary and international trade negotiations with our indus
trialized country partners. All these fields are interrelated and we 
would pay the price in. other areas if we shirk our fair share' in IDA. 

It seems to me partiCularly noteworthy that U.S. participation in 
the IDA replen~shm~n~ enjoys strong support from such a broad spec
trum of domestic opm10n. More t~an ~hundred ne~spapers in every 
part of the country have called editorially for contmued U.S. partic
ipation in IDA. The U.S. Chamber of Commerce, the AFL/ CIO 
the National Foreign Trade Council, the United Auto ·workers-and 
six o~ my ~redec_esso~ as Secretary of the Treasury-are among those 
backing th1s legislatwn, as wep as such groups as the United States 
Ca~hohc Conference, the Ba~tlst Wor~d Alliance, the United Presby
tenan Church, and the American Jewish Committee. 

What is at st~ke now is not si~ply a leyel at which IDA can operate, 
but whether this cornerstone of mternat10nal cooperation will survive 
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as an institution. In your examination of the new lDA .Fourth Re
plenishment bill, I urge you to consider the extraordinary new strains 
that exist today in the less fortunate countries. Their problems, if 
allowed to _overwhelm tJ;i.em, will very rapidly become our problems. 
I am convmced that, with renewed U.S. support, IDA can make a 
significap.t difference in this regard. 

Sincerely yours, 
Wn..LIAM E. SIMON. 

EXPROPRIATION PoLICY 

Last year when the Committee considered the legislation authoriz
ing the U.S. contributions to the Third Replenishment of IDA, it 
expressed its concern with the trend toward increasing expropriation 
without compensation of American owned property overseas. The 
Committee added an amendment to the bill to ensure that the United 
Sta~es woul~ vote in the multilateral development lending institutions . 
ag~mst lendmg to countries that expropriate without taking appro
priate steps to compensate. The Gonzalez Amendment was adopted 
by the Congress and now applies to United States votes in all the 
multilateral development lendmg institutions. 

The Committee believes that the Gonzalez Amendment has worked 
well to bring expropriating countries to the barO'ainin 0' table and to 
assure just compensation. Moreover, the Committ~e is of the view that 
~he G•;mz~lez ~endment pro~i~es sufficient flexibility to accomplish 
I~s obJectives without undermmmg other U.S. foreign policy objec
tives. 

F_or e~ample, the Commi~tee r~cognizes that a "no" vote could be 
avmded In those rare ca~c:;s m whiCf1 a _U.S. firm has clearly failed to 
m~et :e~sonabl~ and legitimate obhgat10ns to the host country. Like
Wise, It ~s conceivable th~t a u:.s. firm may h_ave no real interest in an 
expro~nated property, m which case no grievance would exist. The 
Committee expects that any such cases would be extraordinary and 
tmderstands that the Treasury will consult with it well in advance 
whenever any such cases arise. 

DETAILS OF THE IDA REPLENISHMENT 

The Fourt Replenishment of IDA would be $4.5 billion in total new 
res~urces. These resources. would ~e ~ommitted on development credits 
du:mg the three-year: peno~ beg1nnmg July 1, 1974. From the view
pon~t o~ burden-sharmg, this replenishment represents a substantial 
declme m the U.S. share-from 40% in the Third Replenishment to 
33%% in the current one. 

The . Fourth _Rep~enishment. arrangements involve Part I member 
c~m1_1tne.s contrtbutmg th!'l eqmvalent of $4,415.8 million to the Asso
Clati~n m equal annual n~stallments over a 3-year period, with the 
first mstallment t~ be pa1d on November 8, 197 4. In addition, the 
arrangements proVIde for three Part II members (Israel Spain and 
Y!lgoslavia) to contrib~tc:; the equivalent of $19,333,000. Part I coun
tries are do"Q.ots, not ehg~ble for IDA loans· Part II countries are 
.rec~pie'!lts, eligible for IDA assistance. Finally the Swiss Government, 
whi~h ~s '!lot an IDA member, _will provide $66,179~147. T.he propo!)edl 
$4.5o bllhon represents a 55% mcrease over the Third Replenishment. 
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The ~ew resources are intended for. commitme~t by IDA during 
the period up_t~ June 30,1977. T~e proJected com~Itment annual rate 
of $1,500 million compares with actual commitments averaging 
slightly under $800 million per year during FY 1969-73. Commit
ments of $1,357 million were made in FY 1973. 

I£ the agreement among the major donor countries receives neces
sary legislative approval, IDA would receive new contributions at the 
rate of $1,500 million per year. Participation on the proposed basis, 
moreover, will shift more of the burden of providing concessional 
development assistance to other developed countries than .under previ
ous replenishments. Two dolla.rs of concessionary development assist
ance would be put up b;v others for every dollar put up by the United 
States, as compared with the 60-40 split in the previous replenish· 
ment. This agreement cannot become effective without the participa
tion of the United States, which this legislation would make poSsible. 

Contributions agreed to for this replenishment of IDA resources 
are shown below : 
Part I countries : 

U.S . dollars 
(equivalent) 

Australia------------------------------------------------ 90, 000, 000 
Austria------------------------------------------------- 30,600, 000 
Belgium------------------------------------------------- 76, 500, 000 
Canada------------------------------------------------- 274,500,000 
I>enmark------------------------------------------------ 54,000,000 
Finland------------------------------------------------- 25,200,000 
France-------------- ------------------------------------ 253,545,000 
Germany----------------------- ------------------------- 514,500,000 
Iceland-------------------------------------------------- 1,350,000 
Ireland-------------------------------------------------- 7,500,000 
Italy--------------------------------------------------- - 181,350,000 
Japan ----------------------------·----------------------- 495, 000, 000 
J(uvvait ------------------------------------------------- 27,000,000 
Luxembourg------~-------------------------------------- 2,250,000 
~etherlands --------------------------------------------- 11,745,000 
~evv Zeala.nd--.:-------~------------· .. _____ .: _______ :.._____ 11, 745, 000 
~orvvay ------------------------------------------------- 49,500,000 
South ~c•------~-----------·-----~-------------------- 9,000,000 
Sweden------------------------------------------------- 180,000,000 
Un~ted Kinr®m--~---·-------------------... --.. r-,.......--.,"'-:---~ 499, 500, 000 
United States--~----------------------------------:.._.: ____ 1,500,000,000 

Part II countries : 
Israel --------------------------------------------------
Spain --------------------------------------------------
Yugoslavia ---------------------------------------------
Switzerland -----------------------------------~---------

1,000,000 
13, 333,000 
5, 000,000 

(') 

~otal ------------------------------------------------- 4, 500, 000,000 
•It Is expected that the outstanding balance of $66,179,147 will be covered by an Interest 

free loan from the Swiss Confederation to be approved by the Swiss Federal Council and 
Parliament. Switzerland Is not a member of IDA. 

BACKGROUND 

The International Development Association, popularly called the 
soft loan window of the World Bank, formally came into existence as 
an affiliate of the World Bank in September 1960, commenced opera
tions shortly thereafter, and made its first loan in mid-1961. Establish
ment of IDA was largely the result of international initiatives by the 
United Statest undertaken against a background of strong expressions 
of support 'Within the Congress. 
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Si~ty-eight co~ntries became initial members of the Association 
~d Its m~mbership has grown since to 112 countries. Since the time of 
Its e~tablis~e:nt, IDA members have been divided into two groups. 
~~e rndustriahzed ?r weal~hier members are in the category of "Part 
I. · or do~or countries, wl,lll;e the less developed members are catego
rized as Part II" or recipient countries. 
. In . the. initial subscriptions to IDA, the Part I countries made 
contr~butions of about 75% of the total, while the Part II members 
co~tributed the rema:inder. In keeping with the ~oal of extending 
assis~ance to developrng countries, Part II countries have not been 
reqmred to :participate in the successive replenishments. 
~s an affiliate of the World Bank, IDA benefits from the same high 

caliber management as the Bank itself and has the same Board of 
Gove~nors a~d Board of Execu~ive Directors as the Bank. The World 
Banks President serves as Chairman of the IDA Executive Directors 
and as President ~f the ..As~ociation. I~ A has no staff separate from 
that of the Bank Its operatiOns are earned out entirely by the Bank)s 
regular staff. 

IDA is the world's largest single source of multilateral development 
fina~ce for lending on concessionary or easy repayment terms. IDA's 
C!edits are made for sound economic projects that measure up to the 
rigorous standar:ds for loans offer~d by the World :aank itself. IDA; 
however, makes Its loa~ f~nds available on unique terms that take into 
account the sev:erely limi~ed external debt servicing capacity of the 
poorer developrng countries. 
.ID~'s hard currency resources come primarily from budgetary con

tributiOns by the governments of its 21 economically advanced mem-
ber countries. · 
. Be~ause of ~he terms on which it lends, IDA cannot expect to borrow 
m private capital markets, and repayments on outstanding credits will 
not be adequate for many years to support significant new lending. 

rr:ho~gh IDA lending is directed at those countries with annual per 
capita rncome~ of $375. or below, funds are increasingly going to the 
poorest countries of this category. In 1973 the Executive Directors of 
IDA made a comprehensive review of its lending policies. They found 
that over 70% of IDA resources had been channelled to the poorest 
countries-those with a per capita GNP of $120 or less. Over one-half 
of ~he IDA credits, in !ecent yea!s have been for agriceulture and edu· 
ca~w~ .. IDA's portfolio of proJects thus increasrngly reflected the 
priorities and needs of the poorest countries. 

The developing countries have had satisfactory overall economic 
s-rowth rat;es, _but population growth has severely curtailed growth 
rn per capita rncome. However, an overall growth rate is an inade
quate index of the underlying p~:oblems of development each country 
and its people must face. 

Poverty, even in the developing countries favored by relatively 
good resource endowments, characterizes the lives of millions of indi
viduals. Probably close to one billion people in the developing world 
have annual per capita incomes of less than $100 at official rates of 
~xchange. ID~ is the best hope these poverty stricken people have of 
Improvrng thmr lot. 
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IDA LENDING 

• IDA's standard credit terms involve a 50-year maturity period, 
~ncluding a 10-year grace period. One percent of principal is repayable 
m each yea~ <?f the ~cond ten years of the lo~n and 3% in each year 
of the r~mammg thirty.years. An annual service charge.m co!lvertible 
currencies of % of 1% Is charged to meet IDA's admmistrative costs. 
All credits are repayable in convertible currency. 

Duri_ng its first 13 years of operations, through FY ,1973, IDA 
a:uth<?nzed a total of 428 ~evelop~ent ~r~dits aggregating $5.8 bil
hon m 66 member countries. It IS anticipated that $1.1 billion in 
additional credits will be authorized in FY 1974. 

The geographic distribution of IDA lending has become more 
diversifie4: In IDA's .first seve~ years of operations, through ,June 30, 
1967, India and Pakistan received roughly 75% of IDA credits. In 
s~bsequ~nt years, they receiv~d only about 50%. As a result, their 
(mcludmg Bangladesh) share m IDA's portfolio has dropped to about 
55·% of the total. 

In terms of types of projects financed, about 25% of the credits 
extende~ by the end of FY 1973 had been for transportation; 28% 
for agriculture; 7% for education; 8% for electric power; 5% for 
mdustry; and 3% f?r water systems. Lending for agricultural develop
ment rose sharply m FY 1973, to a new record level of $436 million 
representing 32% of IDA lenrling in this year. ' 
T~e ~xecuti':"e Directors .of IDA have agreed that it should continue 

to give m~reasmg eml?hasis to the very poor countries and to those 
·sectors which are ofdirect relevance to the bulk of the population in 
the poor countries. 

IDA's SouRcES OF FuNDS 

IDA's main sonrees of funds are: its initial capital subscriptions· 
replellishment and special contributions; transfers from the ·world 
Bank. 

IDA's initial s'tbscriptions are those which each member contrib
utes upon accepting membership. Members are either "Part I " 
members--twenty-one economically advanced countries-or "P art 
II" m~m.h~~-the de:el~pin~ countries: All members paid 10 percent 
of their 1mtial subscriptiOns m gold or m freely com·ertible currency. 

The Part I members paid the remaining 90% of the initial subscrip
tion as well in golrl or in freely convertible currency, while the Part II 
members paid their 90% subscriptions in their own currencies, which 
cannot be used without the member's consent. 

J nitial subscriptions totaled $1.280.4 million (current dollars
$1,0~1.4 mil1ion 1960 dollars) on June 30, 1973. The hard currency 
por!wn amounted to $971 million, of which $.'3~ million had been made 
avRilab!e .bY Part II .co~mtries from their 90% subscriptions. 

The m1tial subscriptiOn for the U.S. amounted to $320.3 million 
(1960 dollar~), ?r 43.1% of subscriptions by Part 1 members. Of this, 
10% was paid m cash and the 90% balance in non-interest bearing 
notes. 

To increase the funds available for concessionar,r lending, the 
Board of Governors of IDA has adopted four replemshment resolu-
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t·ions. The First ReplenishmE-nt, proposed in 1963, sought totnl con
tributions to IDA of $750 million (with U.S. share of $312 milJion) ~ 
the Second Replenishment, considered in 1968, was for $1.2 billion 
(with CS. share of $480 million); and the Third Replenishment. pro
posed in 1970, sought $2.4 billion (with U.S. share of $960 mil1ion) . 

SHARE OF U.S. CO NTRIBUTION TO INTERNATIONAL DEVELOPMENT LENDING INSTITUTIONS 

[In millions of U.S. dollars) 

Before current After current After proposed 
replenishment replenishment 1 replenishment • 

United United United 
States States States 

as as as 
United percent United percent United percent 

Institution Total St.tes of total Total States of total Total States of total 

International Bank for Recon-
struction and Development: 

(I~ Paid-In capitaL......... 2, 520 647 25.7 (1) ~·> (' ) (') (' ) ~:~ (2 Callable caJ)itaL ..•...•. 22, 677 5, 826 25.7 (') I) (' ) (I) (' ) 

Bank totaL __________ 25, 197 6, 473 25.7 (') (') (' ) (3) (' ) (I) 
International Finance Corpora· 

lion : (I) Paid·in capital __ ____ 107 35 32. 7 (') (') (') (') (') (3) 
I nterMtional Development As· 

sociation: (I) Paid-in capital 
2, 838 1. 112 ~. 072 39.6 (subscriptions) ______ ......... 39.2 5, 226 9, 727 3,572 36. 7 

Inter-American Development 
Bank: 

(1) Paid-in capilliL .. _______ 389 150 38. 6 789 300 38.0 (') (' ) (') 
(2) Callable capitaL ....... .. 2, 375 1. 024 43.1 3, 975 I, 697 42.7 (' ) (') (I) 
(3) Fund for special opefl· 

2, 328 1,800 73. 1 lions _____________ __ __ 77.1 3, 828 2, 800 (') (3) (') 

Benk tDtaL ..•....••. 5,091 2, 973 58. 4 8, 592 4, 797 55.8 (~) (') (' ) 

Asian Development Bank: 
~1} Paid·in caP.ilaL .......... 490 100 20.4 • 962 6 193 20.1 (') (8~ ('l Z Callable cacitaL ..••••.. 502 100 19.9 • z. 045 1410 20.0 (9) 1~ 

(I 
(3 Asian deve opment fund.: 175 --·-------··--- -·- '391 100 25.6 816 18.4 

Bank lltlll ............. I, 167 200 17.1 3, 398 703 21.2 ·-···--·-----·---·--··----
African Development Bank: · 
~g ~aid-in capilliL •........ 87 ---- ----- --------- (') (') (I) 87 -------· ----···---Callable capitaL .•.... ~ . I27 -- --- ----- ----~·-- (') (' ) (I) 127 ---·-----· -·------
(3) African Development 

Fund •..•..•. --------- 93 ~--·----~-·---·-- (') (') (' ) 108 15 13. 9 

Bank tqtal. ••••••••.• ~ 307 --·-----·---· ----- (') (') (1) 322 15 4. 7 

I On basis of authorized amounts, Refers to IDA Ill replenishment; increase in IOil ordinary capital. replenishment of 
lOB fund for special operations; increase in ADB ordinary capital (which has been implemented by the other donors, 
but for which U.S. authoriziae laeislation is now before Coneren) and Initial contrlbYtion to Asian Development Fund . 

• On basis of authorization requests. Refers to IDA IV replenishment, second portion of contribution to Asian Develop-
ment Fund, and initial contribution to African Development Fund. 

' No change. 
• Translated into 1973 dollars. 
•Includes $2t,OOO,OOO maintenance of value payment on origiRal subscription. U.S. replenishment subscription stated 

in 1973 dollars. 

Note : Table does not includ~ maintenance of value pzyments, except as footnoted. 

'Vouw B.\NK SuPPORT OF IDA 

In addition to providing management support, the ·world Bank 
has co~tributed :funds to IDA every year since 1964. These transfers, 
averagmg uround 50% of the Bank's net earnings, have been regarded 
as alternatives to the distribution of dividends to the Bank"s member 
countries. The United States has supported these transfers as a valu
~ble supp.lement to country contributions. Such transfers now total 
$809 million. · 

H. Rept. 93- 1142--2 
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Althmwh IDA charges its borrowers only a%% per annum service 
charge, IDA's administrative expenses have been modest and the orga
nization has enjoyed a small annual net profit. Accumulated net m
come, which amounted to $70 million as of June 30, 1973, is used in the 
lending operations. IDA's available resources have also been increased 
by voluntary contributions from a number of countries, releases from 
the 90% portion of Part II subscriptions, and interest free loans from 
Switzerland. 

As of September 30, 1973, a total of $7,241.3 million had become 
available to IDA. Of this total. $6,317.6 million had been committed 
for specific projects leaving a balance of $924 million available for 
lending. -It is expected that this amount will be fully committed by 
June 30, 1974. As of September 30, 1973, $2,376 million of the total 
available funds were undisbursed (on a cash basis). 

BALANCE OF PAYJ\IEN'fS AND BUDGETARY IMPACT 

Under the agreed arrangements, governments would normally make 
their payments under this replenishment in three equal payments be
ginning in Fiscal Year 1975. However, a member may postpone any 
payment for a period of not more than 12 months. Moreover, members 
may choose to pay in four equal annual installments rather than three, 
if they so advise IDA prior to the due date for the first installment. 

The effect of these arrangements is to permit the United States to 
commence payments in Fiscal Year 1976, after the final U.S. payment 
in Fiscal Year 1975 under the current Third Replenishment and to 
divide the payments over four years instead of three. The U.S. will 
take advantage of this option and pay its share in four installments 
of $375 million each. As m the past, payments would be made in non
interest bearing letters of credit, to be drawn down over an extended 
period of years. Thus, although appropriations of $375 million would 
be made in each year from FY 1976-79, there will be virtually no 
budgetary impact in the early years and the ultimate impact will be 
spread over a number of years. This occurs because payments from 
IDA funds are made only as required by recipients, and projects 
typically require several years to complete. 

The net impact of the international development lending institu
tions as a group has been favorable to the balance of payments. This 
favorable inflow has been based on receipts from procurement in the 
U.S. of goods and services, interest paid to U.S. holders of loan partici
pations and bonds, the administrative expenses of the banks who keep 
their headquarters in Washington, and investments by the banks in 
the U.S. While there are undeniably outflows connected with sub
scriptions and contributions paid in cash, bond sales and loa~_partici
pations in the U.S., and interest paid on investments in the U.S., the 
amounts flowing into the U.S. have been larger than the amounts 
flowing out in all except one of the last eight years. 

Participation in IDA, however, normally does involve a balance
of-payments cost for the U.S. This cost reflects the fact that the U.S. 
share in IDA contributions is based upon broad burden-sharing con
cepts designed to reflect a country's relative position in the interna
tional economy, while the U.S. share in procurement tends to be re
lated to its share in the imports of IDA's borrowers. Thus, the U.S. 
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has had close to 50 percent of ?~P of IDA do~or ~ountries and con
tributed about 40 percent of Its country contnbutwns; at the sa~e 
time its share in IDA procurement has been around 20 perce.nt. Th1s 
has resulted in a balance-of-payments cost to the U.S.---;-a mmor one 
to date but expected to increase. The lower share whiCh has been 
achieved for the U.S. in contributions, accordingly, will mean a 
smaller balance-of-payments costs. 

The Committee has considered the balance-of-payments cost as well 
as the benefits from U.S. participation in the IDA, and concluded 
that benefits outweigh the cost. . 

From the viewpomt of foreign relations, the IDA and other mter
national financial institutions are an important part ~f the system th~t 
has developed since Worl~ War .II to handle ~u.ltilate;ral econ.omiC 
issues on a cooperative basis. Contmued leadership m the mternatwnal 
development lending institutions is an integral part of the overall 
effort which also includes reform of the internatiOnal monetary sys
tem a'nd improvements in the field of international trade and invest
ment. The ability of-the U.S. to conclude monetary and trade agree
ments which we view as essential to our own progress depend.s on coop
eration of the developing countries-whose suppmt will be mfluenced 
by our ability to help meet their concerns for their own progress-~s 
well as other developed countries continuing to feel that the U.S. IS 
doino- its fair share in the financing of development. And the efiec
tive;ess of our own bilateral assistance programs is dependent in many 
ways on the complementary assistance provided by IDA and other 
multilateral institutions. 

There are also direct economic benefits to the U .S. from U.S. 
participation in IDA that are likely to be considerably more im
portant than the direct balance-of-payments costs. Thus, ~he propos!ld 
IDA replenishment will make it possible for thP. developmg countries 
to undertake investments in productive facilities averaging ~round 
$3 billion per year. While the benefits to the U.S. from thel'e I_nv~st
ments may be difficult to quantify, they ar<> bound to result m Im
proved export markets for us, as well as an improved availability of 
raw materials and semi-manufacturers at prices lower than they would 
otherwise have been. 

Moreover, the balance-of-payments cost of any .partie1~lar replenish
ment is spread out over a period of years, so that 1t has little· relevance 
to the current situation. In the cast of the IDA, the balance-C!f-pay
ments cost can be spread out over a period of ten years or more 
throuah the use of letters of credit which have an impact on the balance 
of payments (and budget) only when they are enc:ashed to met>t dis
bursement needs. The U.S. and most other countrH'S have taken ad
vantage o:f this possibility. As a result. budgetary outlays have been 
considerably below appropriations for the IDA. 

During the first 13 years of its existence-through Jm1e 30, 1973-;--
U.S. payments to IDA totalled $814 million and IDA proc~uement 111 

the U .S. totalled $426 million. In addiiton, IDA earned mterest on 
cash contributions by certain members invested in the _p.S. and 
incuned administrative expenses in the U.S. The average Impact of 
the IDA on the U.S. balance of payments of th('se items has been less 
than $30 million per year. 
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The balance-of-payments cost of past contributions to the IDA, 
however, may be expected to average roughly $150 million annually 
in the 19'75-77 period as a result of higher rates of disbursement and a 
surge of calls upon the U.S. contributions and the balance-of-payments 
safeguards of the Second Replenishment, which delayed its Impact to 
19'75. This cost is estimated to peak in 1975-76 and then decline 
rapidly after 1977. 

On the other h~tnd, the balance-of-payments cost of the proposed 
Fourth Replenishment would have a minimum effect through 1976 
and peak in 1978. On the assumption that the currency realignments 
of 1971 and 1973 will increase the U.S. share in IDA procurement 
ft·om the cumulative 19 percent to perhaps 22 percent, the balance-of
payments cost to the U.S. of the Fourth Replenishment may be 
estimated at about $50 million in FY 1976 and an average of about 
$75 million in the subsequent four years. A more dramatic improve
ment in the U.S. share of procurement would, of course, lessen the 
balance-of-payments cost: 

It should be recognized, however, that the question of IDA's cost 
to the U.S. balance of l)ayments should be seen in the broader con
text of U.S. participatiOn in the ·world Bank, which includes both 
IDA and IDA's parent institution, the International Bank for Recon
struction and Development. Specifically, when transactions involving 
the IBRD are taken into account, total balance-of-payments inflows 
to the U.S. on World Bank account exceed outflows by a wide margin. 

MAINTENANCE OF VALUE 

Initial subscriptions (90% portion) and resoUl'ces provided under 
the first three replenishments provided for maintenance of value in 
terms of 1960 U.S. gold dollars so long as and to the extent that they 
hnd not beE>n initially disbursed or exchanged for the currency of 
auotht~r member. 

Under the Fourth Replenishment, however, there will be no main
tenanee of value obligatiOn, Instead, each member will agree to make 
its contribution iu a stated amount of its own currency equal to its 
share of the replenishment at official New York exchange rates as of 
the date agreement was reached on the replenishment, September ~7, 
1fl73. For the United States, this means simply that the final amount 
of our contribution would be $1,500 milhon, without any future 
adjustment. 

CoNCI,USION 

IDA needs a replenishment of ftmds to permit the ·world Bank 
Group to provide adequate 1:1ssistance, in the form of loans, which will 
finance sound development projects in developing natio:as-pa.rticu
larly in the poorest of those nations. The money will be spent not only 
for highways, dams, farming and industrial developments but for 
programs such as health, education and population programs that 
directly work with and for the people of poverty-stricken nations. 

Because of its long experience, unmatched pool oftechnical expertise 
drawn from all countries, and freedom from political tonsideratiori.s, 
the International Development Assoc.iation is in a stro.ng position to 
influence developing countries to become both more productive and 
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more ~If-reliant, by improving their overall economic programs and 
policies. 

Your Committee feels that contributing to multilateral lending 
institutions is a necessary and integral pa rf of international economic 
cooperation. This cooperation is absolutely essential in view of the in
creasing eeonomic interdependence of the United States and the devel
oping nations. This interdependence is evident in the markets these 
countries provide for U.S. goods and services and in the raw materials 
which they supplv to the U.S. 

U.S. relations ,-\,ith developing countries are important economically. 
These countries purchase more from us than we do from them, and 
even more importantly they provide us with one-third of our raw 
matHials impot'ts.. Many of the most vital raw materials can be ob
tained only from developing countries. 

International E-conomic cooperation involves not only development 
assistance but international monetary reform and international trade 
and investment-fields which include the developing countries. Our 
ability to negotiate in the trade and monetary areas will be strongly 
infl..uenced by onr ability to do our part in international development 
assJstance. 

Aiding the growth of nations that are at the same time such im
portant sources and markets for us makes good economic and political 
sense; This aid can be well provided through proven institutions, such 
as the international development banks. 

The U.S. must seriously promote international economic coopera
tion, especially with the developing nations ; and IDA urgently needs 
additional resources. 

PRn·A'.rE OwNERSHIP O"k' Gor,D 

This bill includes provisions to· modify existing restrictions on 
private ownership of g-old. Under current law, the President may in 
his discretion lift gold ownership restrictions at any time. The bill 
allows the Pt·esident discretion to eliminate gold restrictions until 
December :n. After that date, restrictions on p ri\·ate gold mvnership 
'Yonld be lifted automatically. 

The laws as modified by· the bill would allow export controls on 
gokl during times of emergency. 

The Conunittee notes that the Federal Reserve does not recommend 
l'llactment of this provision, and that the Secretary of the Treasury 
lHts said that enactment o£ a pa.rticnlar date for ending restl'ictions on 
private gold ownership would be "unwise"; however, the Secretary 
also has stated that barring unforeseen circumstances he hopes to rec
ommend ending restrictions by the end of the year. 

CoS'r m· CARRYING OuT 'l'HE BILL xNo THE CoM~IITTEE Von: 

In compliance with clause 7 of Rule XIII of the Rules of the House 
of ReprPsentatives, the following stat~ment is made relative to the 
cost incurred in carrying out this bill. A majority of the Committee 
believes that it would be appropriate to authorize the appropriation, 
without fiscal year limitation, of four cqunl installments of $375,000,
tiOO :for payment by the Secretary of the Treasury for the r nitt-d 
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~tates share of the increase in the resom·ces of the International 
Development Association. 

Appropriations of $375 r?illion ~re exl?ected to be requested ~n each 
.year from FY 197&-1979. ~here ~v1ll be v1~tually no budgetary Impact 
m the enrly years. The ultimate Impact will be spread over a number 
of ye~trs, as payme~ts from ~DA funds arc ma<le only as required by 
!'ecipients, and proJects typically require several years to complete. 

In compliance with clause 27 of Rule XI of the Rules of the House 
of Representatives, the following statement is made relative to the 
vote on the motion to report a bill. The bill was ordered to be reported 
by a vote of 19 for and 8 against. 

FuNDING OJ<' U.S. Co~TRIBUTIONS 

The authorization contained in this legislation poses a special prob
lt>m. It enables the United States to undertake an international com
mitment, but in practice the United States' fulfillment of that commit
ment depends on subsequent appropriations. 

In the context of our subscription to IDA, there is a clear need to 
undert:tke ~his inter~ational C?mmitment. More than twenty other 
countries w1ll be puttmg up twice as much as the United States-over 
$3 billion. These countries are undertaking an intemational obligation 
to fulfill their part of the bargain; if we want IDA to work we must 
undertake the international obligation to do our share. 

It has been the practice in past Replenishments of the Resources of 
IDA for the United States to enter into a binding legal commitment to 
contribute fully to the Replenishment over a periOd of time only after 
funds for the first installment have been appropriated. In addition, 
in the case of IDA's Third Replenishment, at the time of the appro
pr~at~on of the ~rst installment, assuran<:es we:e given ?Y the Appro
pnatwns Committees that there was no mtentiOn of Withholding the 
second and third installments. 

The mechanism of waiting for the appropriation of the first install
ment before committing the United States to the full replenishment is 
not available in the present case. Payment of the first insta1lment is 
not due until fiscal1976, and thus the request for appropriations will 
not be considered by the Appropriations Committees until late in 197fi. 
However, IDA will have run out of commitment authority: by July 
1974 and the United States should make its legal commitment by 
June 30. 1974. 

The United States must be able to join with other countries in pro
Yidin,:r IDA with the commitment authority it needs to stay in opera
tion after Jnne 30. 

The Committee emphasizes this point becauSe it wishes the House to 
be aware that this authorization bill will result in a binding interna
tional commitment by the United States. Congress should be aware 
now that a valid international commitment will exist when appro
priations to co~r this agreement are requested. 

SECTION-BY-SEC'l'ION ANALYSIS 

Section i.-Authorizes the United States Govt>rnor to the Interna
tional Development Association to agree on behalf of the United States 
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to contribute $1,500,000,000 (in four equal installments of $375,000 000) 
to the Association, and authorizes the appropriation of amounts deces-
sary for the payment. · · 

Sect-ion ~.-Amends Section 3 of the Par Value Modification Act by 
revising two subsections as follows : · 

Subsection (b) 
Subsection (b) amends Section 3 (b) of the Par Value Modification 

Act to provide that no rule, regulation or order in effect at the time 
Section 3 becomes effective may be construed to prohibit any person 
fro~ purchasing, h~lding, selling or otherwise dealing in gold. This 
sectiOn would make It clear that the regulations now in effect in Title 
31 of the Code of Federal Regulations, Sections 54.1-54.35, are no 
longer of any force and effect. This subsection, to~ether with Section 
3(a) of the Par Value Modification Act. make explicit that Americans 
are allowed to hold gold both at home and overseas. 

Section 3 (a) of the Par Value Modification Act repeals Sections 3 
and 4 of the Gold Reserve Act of 19~4 (31 U.S.C. 442, 443). These al
r~ady repealed secti?ns of the Gold ~eserve Act provide for the estab
lishment of regulations for the holdm(J' of gold and for penalties for 
the violation of those regulations. "" 

Subsection (b) would make a change in the present Section 3 (b) of 
~he ~ar Value Mod~fication Act: That law would provide that no law 
m existence at the hme of effectiveness of the Par Value Modification 
Act may .be construed to prohibit the nst> or ownership of ~old. This 
formulatiOn would put gold in a special position not applicable to any 
other co~mo~ity and e~empt ,:rold from reg_ulation~ that any other 
commod~ty might be sub1ect to. For P;Xample, m a natiOnal emergency, 
!he P~esident coul~ regulate the holdu~~ or transfer of any comm.odit:v 
m whiCh any foreign country or forei~n national had an interest. It 
would be anomalous, indeed, if the President could regulate other 
~o~modities in an em~rgen~y but he could not regulate ~old. The ex
Istmg Pa.r Y alue ModificatiOn A<?t <?learly goes beyond what is neces
sary ~o ehmmate the p~esent restnctwns on gold ownership and creates 
a serious loophole which could endan~er the country's financial se
curity at some future time. 

SUbsection (c) 
Subsection (c) makes a significant chan~e in the present subsection 

(c) of the Par Value Modification Act. It would · provide that the re
strictions '!n ~old ownership would have to be removed by December ~1. 
1~74. But It would !lllow ~he President to make: a finding at an earlier 
time anrl report this findmg to Congress that mternational monetary 
refor~ has proceed~d to the noi~t where elimination of regulations 
on private ownership of gold will not adversely affect the United 
States' international monetary position. 

CHANGBS IN EXISTING LAw MADE BY THE BILL, AS R EPORTED 

In compliance with cl ause.~ of rule XII of the RulPs of the House 
of Representatives, changes in existing law made by the bill, as 
repo:ted. are. show!! as follows (~1ew matter .is printed in italics, 
existmg law m whiCh no change IS proposed IS shown in roman): 
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CnANGES IN ExrsTING LAw :\i.ADE BY THE BILL, AS REPORTED 

In compliance with clause ~ of ~ul~ XII of the Rules of l~te House 
of Representatives, changes m ex1stmg law made by the bill,, as r~
ported, are shown as follows (existing l~w p_rop~d ~o b.e omit_te~ IS 
enclosed in black brackets, new matter IS prmted m Italics, existmg 
in which no ehange is proposed is shown ih roman) : 

INTERN.\TIONAL DEVELOPl1ENT ASSOCIATION ACT 

* * * * * * * 
8Er:. 14. (a) Thll United States (}mJemor is he1•eby authorieed to 

agree on behxdf of the United States to pay to t~e A.ssociation four 
rmnualinstallments of $37~,000,()(J{) each as the Umted States eon!n"f>u
ti.on to the Fourth ReplenUJhment of the Resou1•ces of the A.&socnatwn. 
. (b) In order. to pay for the V,nited S,tates contribution,, th:ere. is 
h-ereby autho1•ized to be approprzated wzthout fiiJcal year ltmetatwn 
four annttal installments of $376,000,000 each fo1' payment by the 
8ecretm'Y of the Treasury. 

SECTION 3 OF PuBLIC LAw 93-110 

SEc. 3. (a) * * * . 
[(b) No provision of any la~v in effect on the date of en~ctment of 

this Act and no rule, regulatiOn, or order under aut.hority of any 
such law', may be construed to prohibit any person from purchasing, 
holding, selling, or otherwise dealing :with gold. 

[ (c) The provisions of this seetion, pertaining to gold, shall take 
effect \vhen the President finds and reports to the Congress that 
international monetary reform shall have procee~d to the point. where 
Plimination of regulations on pri':"ate ow~ership of gold ~1~ not 
adversely affect the Un~tPd States' m.ternat.wnal monetary positiC!n.] 

(b) No rule, 'l'egulation, or orde·r ~n effect on the date subsectUYJUJ 
(a) aiui (b) o·ecome effective may be construed to prqMbit any p.er-
8on from purchasing, holding~ selling, or otherw.ise dealing 'With gold 
in tiLe United States or ab1·oad. 

(c) The provisimM of subsections (a) and (b) of tMs section shall 
take effect eithe1· on December 31, 1974, or at any time prior to such 
date that the P11esident finds and reports to 0 ongress that international 
moneta1'Y 1'efo'l"TJ'1, shall have proceeded to the point 1.vhere elimi11ation 
of regulati-ons on private ownership of gold wiU not advm·sely affect 
the Un:ited States' international monetary position. 

SlTPPLEMENTARY VIEWS TO H.R. 15465 OF CONGRESS
MEN BEN B. BLACKBURN, PHILIP M. CRANE, AND 
LAWRENCE G. WILLIAMS 

When the House of Representatives considered the fourth replenish
J'nent of the International Development Association on January 23, 
197 4, we opposed it, . 

We now support the new bill, H.R. 15465, for the fo~lowm.g. reason : 
It contains Title II which restores to every AmeriCan Citizen the 

2·ight to buy, sell, and own gold by a date certain. . . . 
Mr. Crane has been the primary House sponsor of legisl.atwn to 

restore the right and we are very pleased that the full comimttee has 
.overwhelmingly voted its inclusion in this bill. 

Because the Senate has alrea?y acted OI_J. its bill,_ S. 2665,_ and b~~ause 
it includes an amendment whiCh also Will permit American Citizens 
to own, buy or sell gold on or before a date certa.in, the only point .in 
dispute when the IDA bill goes to conference will be to compromise 
on the effective date. H.R. 15465 provides for the right to be restored on 
or before December 31, 197 4. The Senate language provides for the 
right to be restored on September 1, 1974. 

In addition, in response to a series of SJ?ecific inquiries to Secretary 
Siinon, Undersecretary Volcker and AssiStant Secretary Hennessey, 
we have been reassured on a number of points which concern us and 
many of our colleagues with regard to the Int~rnal Development As
sociation. These reassurances include the followmg : 

1. The Republic of Vietnam will receive favorable consideration 
for loans of $50 million a year from this IDA replenishment . 

2. Those members of the Organization of Petroleum Exporting 
Countries who have previously been recipients of IDA loans, will no 
longer be eligible, for them. . . 

In these meetings, we have also stressed the contmumg concern of a 
number of our colleagues and us with regard to the following specific 
policies: 

1. Continuing membership of the Republic of China in the IMF 
and the IBRD. It has been stressed to U.S. representatives of the 
IMF and the IBRD and Treasury officials that continuing member
ship for the R~J:?ublic of Ch_ina in the IMF and th~ IBRD will be .a 
prime prereqUisite for contmued support of fundmO' of IDA as It 
.comes up for its annua~ appropriations pr<>?ess if H .. 'R. 15465 J:>asses. 
That is, the Congress w.Ill have t~e opport~mty to ~evi~w annua:lly t~e 
funding of IDA and will, we believe, consider contmumg membership 
of the Republ!c. of .China in ~he IMF ·a~d the IBRD as one of the 
prime prereqUisites to any contmued fundmg. 

2. Purchase of military hardware by recipients from non-donor. na
tions. A number of our colleagues expressed concern over the fact that 
some recipient nations of IDA purchased armaments from non-con-
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tributing nations (particularly the Communist countries.) We have 
expressed our concern over this and have been assured l:iy officials 
tha~ "IDA normall.Y monitors the appropriateness of budgetary policy 
of Its borrowers-mcluding the proportions spent for military pur
poses" and that this close scrutiny will, in fact, be intensified. 

3. Secretary Vblcker has assured Mr. Crane in his letter of June 14 
that. "the idea; of a system of financial disclosure by senior officials has 
merit and will be explored promptly with the World Bank." ·we 
support this move and trust it will be expeditiously considered and 
pro.mptly imple:rnented. 
· 4: We have also expre~sed our deep concern over those recipient 
nations of IDA loans which have chosen to detonate nuclear devices. 
This is a particularly obnoxious action for several reasons : The first 
is quite ~bv~o:nsly the divers~on ?f resources fr<;>m more urgently 
needed priOrities, such as feedmg Its own population to a militarily 
destabilizing "prestige" project. ' 
. Equally important, however, is the faot that nuclear nonprolifera

tion has long been a. major.premi~e. of American foreign policy. A 
great deal of our foreign policy activity has rested on the premise that 
we 'Yill try to limit ~he proliferation ?f nuclear weapons wherever 
pos;nble. For the Un~ted .States, even mdirectly, to support nations 
wh~ch a:e so cl~arly vwlatmg such a fundamental tenet of our foreign 
pohcy, IS unthmkable to us and we believe to a majority of our col
leagues here in the House. Therefore, we are pleased that World Bank 
and ID:\ offici.als will examine very closely their lending policies to 
any natiOn which may detonate a nuclear device. In his letter to Mr. 
Crane, U~dersecretal'Y, Volcker noted that "the United States is sure 
that all .aid donors will want ~o revie~ careful1y the implications of 
the ~ndian nuclear program m relatiOn to India's long-range eco
nomic development." 

In summary, because of: the re~toratio~ of ~he right to own gold, 
and because of these maJor pohcy clarificatiOns, we feel the bill 
H.R. 15465 is deserving of support. 

BEN B. BLACKBURN. 
PHILIP M. CRANE. 
LAWRENCE G. WILLIAMS. 

DISSENTING VIEWS OF HENRY B. GONZALEZ AND 
ROBERT G. STEPHENS, JR. 

The Committee never considered the merits of added U.S. contribu
tio~ to the International De_velopment Association. Insteadt ~ one 
hearmg and two markup sessions, the wholly non~ermane sut>Ject of 
private gold ownership was debated. Gold ownership may have merit, 
but has not been given any study in either the House or Senate. The 
only reason for this proVIsion is the frank belief it will persuade a 
few advocates of immediate repeal of restrictions on private gold 
ownership to support IDA. So the Committee went through a tortu
ous process to escape the spirit, if not the letter, of the House rules, 
in order to give these few what they demanded. 

Nobody has ever asked for a hearing on the merits of private gold 
ownership. Instead the advocates of repeal have concentrated on tack
ing this ·Issue on to other bills: first1 the Par Value Act, then the 
Comage Act, and today the InternatiOnal Development Association 
Act. 

There may be merit in authorizing private gold ownership. Whether 
there is or not, it is a subject that bas absolutely nothing to do with 
IDA, and ought not be a part of this bill. 

Nobody really knows the consequences of this gold ownership pro
vision; apparently no one cares to ask, preferring to concentrate on 
clever maneuvers than sound legislative procedure. This despite the 
fact that neither the Secretary of the Treasury, nor Chairman of the 
Federa.l Reserve Board, thinks it wise to set a date certain for repeal 
of the gold restrictions. And this despite the fact that present law 
allows the President to lift these restrictions at a:t;1y time. Last year 
we were told that it would be unwise to repeal our gold statutes as long 
as the place of gold in the international mqnetary system remains an 
unsettled issue. It is still an unsettled issue-more unSettled today than 
a year ago, with the new agreement that allows countries to put their 
monetary gold up as collateral on loans intended to bail Italy and 
others out of problems generated by oil costs. 

In the name of leveraging a few votes for IDA, the Committee 
would thus recommend that we unilaterally change the laws restricting 
private o-yvnership of gold. This flies in the face of the official recom
mendations that we have available. Privately, advocates of this action 
have assurances that everything is going to be all right; but where 
is the official of the Executive who is willing to make an official state
ment endorsing this ploy? 

Making contributions of a billion and a half dollars is a serious 
business. But neither in Subcommittee nor Committee sessions did this 
ever come up. The main subject was lost in all the gamesmanship over 
~~ . 
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The International Development Association is undoubtedly im
portant. It is the largest source of easy loan money to the poorest coun
tries in the world. It operates only in places where annual incomes are 
1ess than $375 per capita. IDA attempts to help overcome some of the 
most desperate problems in the world. Yet it is fair to ask whether it 
has made proQTeSS and whether its investments have always been 
wise. But neit~er the "gold bugs" nor the Committee majority seem 
interested in IDA; only in obscuring it with the glint of gold. If IDA 
needs a crutch of gold, it cannot stand alone. If It cannot stand alone, 
on its own merit, there is no reason for the United States to continue 
<Jontributing to it. 

HENRY B. GONZALEZ • . 

RoBERT G. STEPHENs, Jr. 

DISSENTING VIEWS OF CONGRESSMAN JOHN H. ROUS-· 
SELOT AND CONGRESSMAN JOHN B. CONLAN 

H.R. 15465, is , with one exception, virtually identical in its effect to 
the bill H.R. 11354, which the House defeated on January 23, 1974, by 
a vote of 155-248. The bill provides for a contribution of $1.5 billion 
to be made by the United States in four ariJ.u~al installments of $375-
million each 1!-8 its part of the Fourth Replemshment of the Interna
tional Development Associ.ation, an agency of the World Bank. 

We shall oppose this legislation with the same vigor with which we 
opposed H.R. 11354, for the following reasons : 

1. The notion that the United States can in any way be considered· 
obligated to contribute one third of the total replenishment made by 
all contributing countries has been rendered obsolete by world events. 
This develo:Ji>ment was acknowledged by Mr. Reuss, a supporter of 
of IDA, durmg the Floor debate last January, when he said, referring 
to the "energy crisis": 

That crisis has turned what looked like perennial balance of pay
ments surpluses for most of the industrialized countries into perennial 
deficits. The new holders of excess reserves will be the oil-producing 
countries, mainly in the Middle East. 

The proposed fourth replenishment fails to recognize this shift in 
world economic cdpacity and responsibility. With this in mind, I re
cently wrote Secretary of State Kissinger asking for a revampin~ of 
the World B~k family so as to permit vastly increased contributiOns 
and control by the oil-producing countries in order to make the inter
national economic effects of the oil crisis more manageable. 

For the United States to contribute another $1.5 billion to IDA 
would perpetuate through the rest of this decade a relationship which 
is based on a post-World War II concept of this country as wealthy 
benefactor to all mankind. If this concept ever had any validity, it 
clearly has none in these times when the United States is plagued by 
severe inflation and threatened with critical energy and mineral short-· 
ages which have been caused by many of the nations which it once so 
literally assisted. We must learn to adjust as a nation to the new reali
ties of world affairs, and the IDA replenishment is a good place to 
begin. . 

2. The "soft" terms of IDA loans-50 years for repayment, with a 
10-year grace period, no interest, and an "administrative charge" of 
three-quarters of one percen~are an a.ffront to American consumers 
and taxpayers who have to scramble for money at 8, 9, 10, and 11 per
cent interest. This affront is compounded by the fact that IDA money 
is often lent by countries which receive mterest-free IDA loans to 
their citizens at substantial interest rates, a point which was estab
lished last January by the following colloquy : 

Mr. LoNG of Maryland. Mr. Chairman, will the gentleman yield? 
(21) 
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Mr. JoHNSON of Pennsylvania. I yield 1 minute to the gentleman 
from Maryland. 

Mr. LoNG of Maryland. I thank the gentleman for yielding. I am a 
little troubled by some aspects of IDA and various multilateral lend
ing institutions. One concerns interest rates. I wonder if the gentleman 
can tell me at what rates of interest IDA is lending to these under
developed pountries. Could the gentleman tell me what rate of interest 
IDA charges~ 

Mr. JoHNSON of Pennsylvania. No interest, but a three-quarter of 
1 percent carrying charge. 

Mr. LoNG of Maryland. When the borrowing nations turn around 
and lend to farmers and others, at what rates do they lend~ They lend 
at the prevailing rates of the country, is that not right, at between 
12 and 20 percent~ 

Mr. JoHNSON of Pennsylvania. Yes. 
Mr. LoNG of Maryland. That is what troubles me. We are lending 

to these countries at what is virtually a giveaway, but when they turn 
around and lend to these poor people, the people have to pay throu~h 
the nose. Consequently we get a bad name and most of the good will 
from the aid is dissipated. Is this not true W 

Mr. CARTER. Mr. Chairman, if the distinguished gentleman will 
yield, I find that the answer was a little confusing and somewhat 
wrong. Actually the hard loans carry an interest rate of 1 percent for 
the first 10 years and 3 percent for the next 30 years. Actually most 
of the soft loans under which most of this is loaned have no interest 
ra.te whatever for 50 years, as it is stated here. It amounts not to a 
loan, but to a giveaway. 

Mr. ;LoNG of ~aryland. I ag~ee with the gentleman, but when these 
coun~ries lend this money to their poor, they are charging interest rates 
'!ar higher than what the poor would pay in this country. I am wonder
mg. whether we should not haye some arrangeme~t wher~ they lend to 
~heir poor at the same concessiOnary rates as the mternatwnallending 
mstrument does, or that we lend them the money, but at the same rate 
that the U.S. taxpayers have to pay on our national debt. 

We cannot understand how Congress can justify the authorization 
of $1.5 billion in funds which will have to be borrowed at about 6 
Rercent ~te~est ~o be l~nt a~ no interest through I~A to so-called 

developmg nations whiCh will then have an opportunity to earn sub
stantia} interest and profits from this "free" money. 

3. Fmally, Congress should also consider the effect which this pro
posed co~t~ibutio~ to ID.A will have on the Federal budget and 
whe~her It IS consistent With a reasonable set of spending priorities. 
Durmg the debate last January Mr. Rousselot made a prediction cen
cerning the prQbable reaction in Congress to the shortage of mortgaae 
mooey: e 

Mr. RoussELOT. Mr. Chairman, will the gentleman yield ~ 
Mr. CARTER. Mr. Chairman, I yield to the gentleman from 

California. 
Mr. RoussELOT. Mr. Chairman, I think the gentleman from Ken

tuc~ makes an ex~ellentf· oint. I have the privilege of serving on the 
Housmg Subcommittee o the Committee on Banking and Currency 
We have talked extensively about the shortage of mortgage money ~ 
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this country, right now. Many of our constituents are concerned about 
this real problem. . . 

Here we are in this bill turning around and providing in many cases 
noninterest loans for foreign countries, yet our own peo:J?le are having· 
a struggle to obtain mortgage money at home. I n addition the U .S. 
Treasury is probably going to have to subsidize the $1.5 billion out of 
the U.S. coffers to do that. 

Mr. Chairman, I think the gentleman makes an intelligent point. I 
appreciate his raising the idea. Everyone in this House who has been 
concerned about the problems of mortgage money will agree t~at this 
just takes that much more away from our U.S. Treasury and m turn 
the private money market. 

That prediction came true just last week when the House voted 274 
to 112 to add to a $10 billion housing bill .a provision for $1.5 billion 
in low-interest loans to be made to non-profit sponsors of housing for 
the elderly under the "section 202 program." During the debate the 
point was eloquently made that the budget impact of the amendment 
was intolerable, and we agreed. 

Nevertheless, the amendment passed, and another $1.5 billion in 
deficit money must be set aside to finance the program over the next 
five to six years. Now, if the Congress passes H.R. 15464, where are 
we going to get another $1.5 billion for IDA~ And how are the three 
dozen Members of Congress who voted for IDA in January and 
against the elderly housing fund last week going to justify voting for 
IDA now ~ 

The only difference between this bill and the one defeated in Janu
ary is that this bill conta.ins, in addition to an authorization of $1.5 
billion for IDA, a section which would permit American citizens to 
own gold by the end of this calendar year. This provision was added 
because supporters of IDA were afraid she would be harmed if they 
sent her into the Congressional woods without gilt-edged security. 

Permission for Americans to own gold, like the proverbial "idea 
whose time has come," should and can be achieved, whether or not this 
bill becomes law. There is no need to obtain it at the cost of perpetuat-' 
,ing IDA, an idea whose time has clearly passed. 

It is instructive to note that even the sponsors of the gold amend
ment in the Senate, Senators Dominick and McClure, who had tacked 
a similar provision onto the Senate-passed IDA bill, voted against the 
bill on final passage. Those of us in the House who believe that Ameri
cans should be permitted to own gold can accomplish this objective 
through separate legislation amending P.L. 93- 110. In addition, pres
ent provisions of P.L. 93-110 allow the President, by administrative 
action, to restore this right to Americans. 

We urge our colleagues not to be deceived into supporting H.R. 
15465. There is no justifiable reason why Americans should have to see 
their hard-earned tax dollars given to IDA in exchange for the 
restoration of the fundamental right to own gold. 

0 

JOHN H. RousSELOT. 
J OHN B. CoNLAN. 
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CORREC IDs E 

.RinfQtthird Q:ongrrss or thf tinitfd ~tatfS of £lmcrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the twenty-first day of January, 
one thousand nine hundred and seventy-/our 

9n 9ct 
fTo provide for increased participation by the United States in the International 
I - Development Association and to permit United States citizens to purchase, 

hold, sell, or otherwise deal with gold in the United States or abroad. 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the Inter
national Development Association Act {22 U.S.C. 284 et seq.) is 
amended by adding at the end thereof the following new section: 

"SEc. 14. (a) The United States Governor is hereby authorized to 
agree on behalf of the United States to pay to the Association four 
annual installments of $375,000,000 each as the United States con
tribution to the Fourth Replenishment of the Resources of the 
Association. 

"(b) In order to pay for the United States contribution, there is 
hereby authorized to be appropriated without fiscal year limitation 
four annual installments of $375,000,000 each for payment by the 
Secretary of the Treasury.". 

SEc. 2. Subsections 3 (b) and (c) of Public Law 93-110 {87 Stat. 
352) are repealed and in heu thereof add the following : 

"(b) No provision of any law in effect on the date of enactment of 
this Act, and no rule, regulation, or order in effect on the date sub
sections (a) and (b) become effective may be construed to prohibit any 
person from purchasing, holding, selling, or otherwise dealing with 
gold in the United States or abroad. 

" (c) The provisions of subsections (a) and (b) of this section shall 
take effect e1ther on December 31, 197 4, or at any time _prior to such 
d~t~e tfltt~ ~he ~esident 4md:e lml!l 1 Sf'l8t ~s tJe @eit!)t &JtS flftlllt mflelo!tft.'Me'ftlti 
monetary reform shall have proceeded to the point where elimination 
of regulations on private ownership of gold will not adversely affect 
the United States' international monetary position.". 

SEc. 3. The International Development Association Act (22 U.S.C. 
284 et seq.) is amended by inserting at the end thereof the following: 

"SEc. 15. The United States Governor is authorized and directed to 
vote against any loan or other utilization of the funds of the Associa
tion for the benefit of any country which develops any nuclear explosive 
device, unless the country is or becomes a State Party to the Treaty 
on the Non-Proliferation of Nuclear Weapons (21 UST 483)." 

Speaker of the House of Representatives. 

Vice President of the United States antl 
President of the Senate. 
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