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1. Elements of Global Economic Recovery Efforts

(1) Financial flows from and level of lending by
multilateral institutions and implications
for their capital base

(a) 1BRD |
_?hefbaekgreund—papeg;éor-bhis—ieem-wi}}-be—ghe-Boar&-paper—on
a}ternaeive-}ending—p}ans-ef—ehe—WQr}d-Bank-éBG#SB-——)—and-ehe-Summary
eE—Ehe—oubeggg—of-the—Bo%rd—éiseussiens-en—ehe—subjeee—éBG#83--—7—Suér;})v
Over the past.few months, the management of IBRD has completed
a re-examination of future IBRD lending plans, taking into account
both changes in the demand for IBRD lending and changes in the prospec-
tive supply of external capital. A principal conclusion of that review
was the need to :eoriept the FY83 and FY84 programs along the lines
described in the recent memorandum on the Program of Speciai Assistance.l/
which was approved by_ the Board in Februanry 19§3.

. For the years after FY84, this same country-by-country review has

indicated led-to-the-econeinsien fLod management to the concfusion that

the current planning assumptions made in 1981, which envisaged an IBRD
lending program of $60 billion during the period FY82-86, fall short of
what the Bank eewdd can and should do to assist borrowers during this

period. Accordingly, management has initiated a discussion of possible

l/ World Bank Program of Special Assistance to Member Countries, 1983-84,
R83~22, dated January 28, 1983.
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alternative lending plans for the five-year period. FY83-87, and, In that

connection, the capital requirements of the IBRD have aise been re-examined.

and The possibility of a selective capital increase has also been noted

raioed.

It is expecﬁed that the Board of Directors of the IBRD will begin—te

discuss these issues in (early April) and pending—she-eusaome—oﬁ—tha

dieeaeeiene—eﬁ-ehe—papef {DG#SQ-Z}~&—eumm&sy—e£ sha-diaeussion—4DC#83-2,

Supf—})—wii}—beeeme-ehe—beekgfe&ndeEef-éhe—ﬁessheeming—meesingv a—aummnry

o§-the—eaeeeme—eE-ehoée—diseuasiéne—ﬁiL}QBe—diéeributeé-EQ-ehe—Beve}epmene

Gonnieeee~in—edvanee-o6—the—fer&heoming-meeeingv A summarny 66 the outcome

04 those discussions will be d&btanuted to the Deueﬂopment Committee 4in

advance 04 the 5onthcoang meet&ng

#AEEer-ehis—p&per—en-aitern&tive—}enéing—p}ans—hae—been—diseussed -and-

appréved—by—ehe—ﬁearéf—ehe-fo}}owing—paragréph—wi}}-be-addéd—20—ehe—annq;

eated—agendai?

e

Ministers.méz wish to:

note aceion-—taken the Special Assistance Program approved by

the World Bank Executive Board in Febfuafy.l983 to éccel@rate-

financlal flows from the Bank* and discuss the scope for adop&

ing samilan’ meaAuAeA in bilateral pnqg@amé

express support for revising ehe—revised planning éSsumptionsj

for the Bank fo determine the scope fon expansion of Bank

lending program {n #eal tems during the next five years,

and urge the Bank Board of Directors to continue to review

tﬁe cépital reduirébents:of the Bahk taking into account the

prespective inereased increased financing requirements of the
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developing countries; and-in-tight-of-the-Eighth-Generai-Review

of—Quotes-of-the-Fundr; and and

-~  urpe—that-a-start—be-made—-in-the-consideration-of-a-selective

eapital-inerease—following—the-Eighth—-General-Review—of—Quotas

of-the-Fundr _ _ .
--. urge that in accordance with past policy and practice of the
Bank, a start of discussions in the Board should be made for

the consideration of the scope for a sefective capital increase

following the Eighth General Review of Quotas An the Fund.

(b) Other Multilateral Development
Institutions

The paper on the lending operations and resource requirements of
the multilateral development institutions in the changed circumstances
of the 1980s and possible implications for their capital base 1s based
~on the material received from the Asian Development Bank (AsDB), the
African Development Bank (AfDB), the Inter—Amefiéan Development Bank (IDB)
and the International Fund for Agricultural Development (IFAD). It
describes the lending programs of the four institutions. and the dif§i-
‘culties they face in the nreplenishment of resources. While, For the

Asian Development Bank and the Inter-American Develbpment Bank, the nego-

tiations for replenishment of resources awe-mew have been comgleﬁéd‘,"

The difficulties faced in the replenishment of resources for the African

Development' Bank and the International Fund for Agricultural Deveiopment

are aise-explained continuing. Ie-deseribes—the-iending-—programs—eof-the

feur—ins&itueioﬁs—end-Ehe—diéfieu}eies-ehey—faee—in-ebe—rep}enishment—ef

réeeureee—in—Eheir—reeene—negoeieeién37



. ‘Ministers:may wish to:

--  take note of the resource needs of the MDIs' in the period

ahead and” in the context of the perspective availability

of public and private capital from other ‘sources; and

-— recommend governments to take urgent stepsftd meet the

'Eledges.alreéd§Jmade and to séek mearns -of financing the -

future requirements of both ordinary and concessional

" funds including, where 'needed, an ‘increase in their capital

base to enable them to continue to play their useful

Amporntant role in the development efforts of the member

countries.

(11) Status and Funding of IDA

. The background paper for this item wiii-be is DC/83-3.

The paper points out that there have been delays in the aua,d;abw/ty

- 0f TDA-6 commitment authonity in tenms of the IDA-6 Resofution.. The delays
and reductions 4in the U.S. appropriations _h_ave_ _fcuu!f,{:ed uz a _A_Lgm’é&'c_amt
shontfall in the resources available to the Association l__ﬁlon financing the
conmu‘,bnenu it had oniginally planned for FY82-83. Such ddc;yé also
ﬂmewte,ned to. dAAlw.p.t the AAbouaWn /) Lendwg program gon FY84. ._Tiu;s
dum.upztwrt was ame,&wma,ted bg the agfceement of donors “other than /the umed
States Lo p)ww,de Spec,uui Contributions tota!:mg abou,t $2 bu;uon oven and
above their combu,tcom to IDA é. Thue actions noiuu,thbtandwg, and
assuming /tha,t the Uru,ted Stwtu uuu make a paymen/t o4 $945 milLion éon
Zhe thind installment of 4its IDA 6 contribution, the AAAoc,ca,aon 5 Eenduzg
program will result in total conw,(}nelxgté_, gon FY82-83 bwg_ reduced Mo:m ar.
intended fLevel of $8.8 billion to a Likely Level of about $6.3 billion.
Such neductions have had to be made at a time when the fLow-income devefoping
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countrnies, and especially the poonest nations in Sub-Saharan Africa and
other regions, have been paniicuténzy badly affected by the prolonged
global necession. | '

Finatky, the stretehing out of IDA-6 contﬁibutionA by the United States
has defayed the start of negétiazionb fon the Seventh ReplLenishment wﬂidh
was originally to have come into effect by Juby 1, 1983. As stated in the
paper (DC/§3-3), negotiations for IDA-7, which began in November 1982, are
now in proghess although uncertainties remain about thein conclusion and,
consequently, the date on which IDA-7 might be expected to become effective.

Ministens may wish:

~~  4n Light o4 the serious situation of IDA-6 and continuing uncer-
| tainty about IDA-7, to ungé the Undited States 1o provide its full

thind payment of $945 million in FY§3 and to complete its IDA-6

contribution in FY84;

k3 - to take note 0§ the coniinuing senious economic difficullies of

the poorest developing countrnies and urge governments to do their

wtmost to ensure an IDA-7 of maximum possible size, keeping in view

the expanding needs gon concessional assistance of TDA borrowerns; and

--  to urge that IDA-7 neggtiaiibn4 be concluded as early as poA$Lb£e

50 that the Seventh Replenishment would become effective no Later
than Juty 1, 1984. |
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(1ii) External debt problems of developing countries

The background papers for this item are External Debt and Debt Service
of Developing Countries ;nd Fund Policies and External Debt Sgrficing
Problems (DC/83-5). .These papers will be discussed by the E#ecﬁtive
Directors 6f the Fund on Aprii 4 6, 1983, and the Managing Direc;or's
summing up at the coﬁclusion of fhagimeeting will be transmitted to
Cogmittee Members (DC/83-5, Sup. 1).

The paper on.External Debt and Debt Service of Developing Countries is
based on a study '"Trends and Prospects in International Capital Markefs
gnd Survey of External Debt Situation' prepared by the Fund staff as
background to the recent World Economic Outléok exercise. It summarizes
the material from that stﬁdy which.is of direct relevance in assessing
the situation and outlook fér developiné countries and ﬁpdates the informa-
tion on bank lending to developing countries. The paper.describes the 1°
gfowth of.developing country debt and debt.sefvice over the ﬁefiod since ©
1974, outlines the dimensions of the debt.sérvicing difficulties faced
by many countries in i982, and comments on tﬁe near term outlook with
regard to financial flows and debt servicing.

The péber oﬁ Fund Policies and External Debt Servicing Problems
discusses the recent.experience with offiéial mﬁltilateral aﬁd“commercial
bank debt reschedulings and traces the sources of current debf servicing
difficulties. It describes recent initiatives to strengthen the Fund's
surveillance activities on matters relating to external debt and debt

management and to increase technical assistance and statistical services




provided by the Fund in these areas. Issues which have arisen with
regard to the need for adequate external financing of members undertaking
adjustment efforts are reviewed and recent developments in this area are
outlined. The experience with external debt limitations in Fund
supported programs is discussed.

Both the Bank and the Fund have taken steps to increase substantially
their assistance to member countries in the areas of external debt monitor-
ing and management. The Fund has recently expanded the role of the
Central Banking Department in providing technical assistance to member
countries in the external debt field and the Bank has increased the number
of external debt missions by 50 per cent in the last two years. The Bank
and the Fund are working together to improve external debt statistics, with
the Bank introducing major improvements in its Debtor Rgporting System and
the Fund contributing to improving statistics on international banking
flows and short-term debt.

Ministers may wish to:

- express their concern about the severity of the debt

servicing problems facing many developing countries;

~~  stress the importance of avoiding sharp fluctuations

in the level of international bank lending to developing

countries and welcome the efforts of the Fund and of

bank regulatory agencies in the main creditor countries

to ensure that a reduction in reliance on private bank

- credit, where necessary, is accomplished in a manner

consistent with smooth and orderly adjustment of the

domestic economies of the ezedises debfor countries;




—— emphasize the necessity, in the current difficult situation,

of maintaining and increasing financial flows to developing

countries from official Sources, both bilateral and multilateral;

and

- note the importance for borrowing countries of monitofing

their external indebtedness carefully and maintaining sound

economic and debt management policies and welcome the efforts

of the Bank and the Fund in coopeération to increase their

"assistance provided to member countries in the areas of

external debt statistics and debt management.

(iv) Linkages between trade and the
_promotion of development

The background paper for this item is ‘
éDC/83—6§, prepared jointly by the staffs of the Bank and the Fund. lf?his
paper will be discussed by the Executive Directors of the Bank and of tﬁe
Fund on March 23 and 28, i983,.respectively.;7

The paper underscores the need for expanding world trade as a vita%
ingredient in economic development. It is only in such a context that:
rapid economic growth can be achieved. Expanding export earnings not )
only contribute directly to output and employment in the short run but, )
more imporﬁantly, they enéble the developing countries to generate the
foreign exchange necessary to increase domestic investment and, thereby
achieve more rapid and sustainable growth, higher employment, and an

improved standard of living for their people over the longer run. The

growth of international trade during the period 1963-73 provided such an

environment, and the developing countries recorded impressive growth rates

during that decade.



@

The paéef traces developments with regard to tariff and non-tariff
barriers to £rade, emphasizing thoée questions which are of particular
concerﬂ tb déveloping couﬁtries. It discusses the recent increase iﬁ
protectionist pressures reinforced by iack of-stfuctural adjustmeht and
in non-tariff barriers to trade, particularly sector-specific and
bilateraliy-negotiated trade actions. Tﬁe economic'cansequences of
profectidnism; both for the country imposing such measures and for its
trading partners, are-investigated. The paper sﬁmmérizes research which
has concluded thaf an outward—looking'eéonomic strategy both promotes
growth and increases the resiliency of the econom& to external shocks.
It explainé the ways in wﬁiéh barriers to trade not only reduce the
welfare 6f the nation as a whole but also ultimately undermine the via-
bility of the sectors which the measures were originally intended to
protect. Tﬂe-intensified éfforts of the Bank and the Fund to encourage

an open trading system, through beth their lending policies and their

Yol

éngoingldiélogues with.member countries, are described.

In the Declaration adopted at their meeting in November 1982, GATT
éinisters recognized that '"the multilateral trading system, of which the
General Agreement is the legal foundation, is seriously endangered" and
undertook to '"make determined'effoits to ensu?e that trade policies and
measures are éonsistent with GATT principles and rules and to resist
protectidnist pressures inlthé formulation and implementation of national

trade policy and in proposing legislation'" and to "avoid measures which

would limit or distort international trade." They also agreed on a
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tive implementation of GATT rules and provisions and specifically those

concerning the developing countries, thereby furthering the dynamic role

of de.elopi_o countries in igcernacionel trade.

Ministers'may wish'to:

)Lecogmze the Ln,tmdépe,ndence 0§ the woud ecaonomy and the

W/acal unpon,tance oﬂ global recovery f(on. wvcea.swq the r(onuqn

exchange ea)mutgé 05 devdopmg cowwuu,

/Zmphauze the mpofutance 0f a coonduzated apmoach to AuAtax.ned

| global /w.covmy,7

e,mpha.uze the unpon,tayut conx/z,cbuwn that the expamwn 05 world

tmde haA made and can con,tmue to make to the econom.cc g'wwth

and deve,ﬁopmen/t 06 both mdu,ér)uaz and deudap&nicowwpcus,
we(;come the udenuﬂwd eﬂéom 06 the Bank and the Fund to

encou)w.ge an /— pen mad,cgg Ay&tam'] [&panimg wornld bcadqu

the mognué made {n this 54@&1

AyAtem7 keepmg in uew the Apec,uzl need& of developing coum‘/ueA,

and wige the Bank and the Fund to coblaborate with the GATT in’

Izeepmg unden ca/neﬁuﬁ neview, in the a/LeaA 06 thw compe/tence

e
Lo

cau upon goue/mme,ntb to nesist pnotewonut pressures and to

Tols

Atep up thein e550m both a,t the na,aona,t Level and in the

relevant ULte)mauonwe gona, to Liberalize Lmde, urging in

pa/utccu,ﬁajt that gouejmmentb o@ wdtwﬂu.a.t counizuu 'Leﬂaa,ul §2om

introducing numctcom on neLt(mng agnememté whuh wouﬁd

Limit thein imports from developing countries; and
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--  uwrge the Bank and the Fund, in continued close collabonation

with GATT, UNCTAD and other agencies, 1o punsue thein exami-

nation 6umtheﬂ in the aﬁedb 04 thein cohpatence on ihe Linkages
between trade and development in the Light 0f discussions at

this meeting and'to kéep the ﬁevelbpmeni'CGmmLtiée'inﬁohmed

0§ the nesults oé'thebé'examinationé.

2. Future Work of the Committee

- No document.

3. Status/Progress Reports

(1) Co-financing

. Since the Committee last met, the Board of Executive Directors of the
Bank has approved the introduction of a set of new co-financing instruments
designed to increase the participation of commercial:banks in World Bank
projects. These instruments will be tested im a pilot.program during
the next 12-24 months. Under the pilot program in wﬁich participation by
bd;ﬁoudng countrnies L4 VOEuntany; thé World Bank 1is authorized to provide
up to a total of $500 million fo;lits par;icipgtioﬂ in thé commercial 1;§ns
made for Wérld Bank projects. The three forms of worla Bank éarticipa;ion
are'all intended to provide longer matu?ities, ihcreasgd financiai flowa or
other beﬁefits to déveloéing couﬂtry borrowers. They are: éi) digect- |
fiﬁanciai participation by the‘ﬁorld Bénk in thé later maﬁufitiés of a
commerciai loan; (ii).contingent participation by tﬁe Baﬁk in the later
matuyrities of a commercial loan which would be initiallf financed entirely
by commerciai 1énders; and (iii) gﬁarantees qf the later maturities of the.
commercial loan by the-World Bank, instead of direct funding. Discussiéns

of possible operations with interested borrowers have started.
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Also since the Committee-last met;-a meeting was held in December
in Washington D. C. with representatives of 30 export credit institutions
to discuss possible ways of 1ncreasing the volume of co—financing where
officially guaranteed export credits can be mobilized : Follow-up
discussions on a bilateral basis are taking place in areas where improve-
ments in techniques may prove possible. ' |

In the present circumstances an increase5in co-financing with official
lenders is of particular importance for IDA and its low-income borrowers.
In this connection, implementation of the framework agreements'entered
into with the Italian and Belgian Governments is under way and the first
operations under these agreements are anticipated soon. A draft frame
agreement is also- at an advanced stage of discussion with the Australian"

authorities and discussions have been initiated with the Dutch authorities.

(11) Energy lending

At /the Tolwn,to mee,tuzg, the Deue@opment Commct,tee nutvw.ted the
Amportance 06 ene/rgy muutmemt in deue,f’_opmg coun.t/uu noi:ed the Luncted
resounces for energy Kendung within the Bank a.nd wzged the Executive
Dinectons to compﬁe,te thw conALde/La,twn 0f ma.tte)w )Leéefured to them wt
Heamfu. and to nepofz,t on them to the nex,t mee,twg o4 the Committee. |

The Bank iszzzjjglapadtng a further analysis of investment and tinancing
needs of developing countries in the energy sector and is expected to
present ciiculate a paper on the subject to the Executive Board gon .con-
sdidenation in Aprid May. The developing countries transition to high

energy costs 1s incomplete. Heavy investments are a necessary part of the

adjustment process. The World Bank is-unabie-te-tend has not gound £t
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appropriate 2o allocate more than 25 per cent of its total lending for
energy development witheue a4 this would preiudice te other priority

sectors.




