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Luncheon Meeting: Dr. Stephan Kinnemann,

Deg-German Investment and
Development Company

Thursday, April 30, 1998
1:00 - 2:00 p.m.
1st. Venue: JDW's Office
2nd. Venue: JDW's Private Dining Room
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Archive Management for the President's Office

Document Log

Reference # : Archive-02268

IEdit {Print

A. CLASSIFICATION

B. SUBJECT: LUNCHEON MEETING: DR. STEPHAN KINNEMANN, DATE: 04/30/98
DEG-GERMAN INVESTMENT AND DEVELOPMENT COMPANY (B} {N}

Jf TIME: 1:00 - 2:00 P.M. // 1ST VENUE: MC-12-750 (OFFICE) // 2ND VENUE:
JDW'S PRIVATE DINING ROOM // CONTACT: INGRID REYNOLDS
(SCHAFFER'S OFFICE) @ 81183 // WB ATTENDEES: JDW, M. BAIRD*, S.
SANDSTROM*, C. KOCH-WESER*, LUIGI* // EXTERNAL ATTENDEE: DR.
STEPHAN KINNEMANN, MR. HELMUT SHAFFER, EXECUTIVE DIRECTOR (PER
INGRID 3/19), NOTES: (2/12) FORMAL MTG. REQUEST RECV'D FROM INGRID
REYNOLDS (ED'S OFFICE) // (3/1) JDW AGREED TO LUNCH DATE (SEE PRIOR
CORRES. ON THIS ITEM AS WELL) // {3/9) ALI CONVEYED DATE/TIME TO
HILDEGARD IN SCHAFFER'S OFFICE - PENDING FINAL CFM. -- {3/9) DATE &
TIME CONFIRMED WITH ED'S OFFICE - EMAIL SENT TO LUIGI TO CONFIRM
DETAILS / (3/11) ED'S OFFICE CFMD THAT DR. KINNEMANN WILL COME
ALONE / DETAILS AS PROVIDED BY JDW (3/18) // (4/20) CIHAT (7). (B) M.
BAIRD // DUE: FRIDAY, APRIL 24, EXC: JDW (LP} // ALI (2/11) {3/18)

Brief includes:

--- Note to JDW from L. Passamonti

--- Topics for Discussion

--- Strategic Compact: Progress and Challenges; Goals and Progress; Change
and Renewal, by Mark Baird, Mar. 17

--- IFC Cooperation, prepared by D. Barry, Apr. 24

--- Policy Impact on the Poor

--- Fighting Corruption

C. VPU

Corporate

Regional Central Affilliates
[ Jo ‘

D. EXTERNAL PARTNER




TOPICS FOR DISCUSSION

Luncheon Meeting on April 30, 1998
1:00 - 2:00 p.m.

Strategic Compact
IFC Cooperation
Policy Impact on the Poor

Fighting Corruption




Strategic Compact



The World Bank

1818 H Street, N.W.
Washington, D.C. 20433, US.A.

With the compliments of
Luigi Passamonti
Assistant to the President
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THE STRATEGIC COMPACT ngress and Challenges

i 'I‘he second sem1-annual progress report (Aprll 1998) on the Strateglc Compact -- the World Bank’% ongomg Bffort to strengthen its

development effecnvencss through a comprehenswe mnewal pr()gram -- points to good headway being made in a number of key areas. Onc .,
 year after the Cempact was. appmved by member counmes, there is cicar evidence of mpmved quality and umehncss, and lower costs -
~ along with an increase in demand for the Bank’s products and services. These trends are underscored by emerging positive feedback fmm =
clients thmugh for cxamgle, cheﬁt:surveys ‘But a lot remains to be done. temally, staff are stﬂl adjusnng to matrix management and o
other new ways of wotkmg, there is also a need ta strengmen-trust and temwork at aH levels of the mstitunon Externa}ly, itis 1mperaﬁve -

zo; Share of Problem Projents ( %) — Appralsal to ﬁﬁarﬂ'(mdnt-lis)f :
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Fye: e 95 9 97 98 YID e FY93 24 o3 96 97 9B est.
= = = = Avg Lending Completion Cost (3000) ey e = = = = Distursement Ratio (%)
_ ] ) T — ¢ v ESW resources in Country Programs (%)
Avg ESW Completion Cost ($000) Feone IBRD/IDA Lending (5b) (FY98 excl. Korea)




~ THE STRATEGIC COMPACT: Goals and Progress

Goal | -_Pfagfgss -

| G

. Progresé' '_?

« Reduction ih problem prq;eéts in portfolio
* Higher quality of projects entering portfolio

Improve
~ Operational
- Quality:

: "Strangthen
— '?'Partnershlps.
. Lower complenmcosts/fastex delwe:y of products o -

'::" . Coilaboraﬂon w;th all panners in East As;a

« Stronger relalmnshm with EC/EBRD in Eastern Europc

= Cooperauan w1th pnvate sectar and cwﬂ soc1ety

; ::increase : . More Umely dehvery of couutry asmstmme s!rategles
hevel =« Rlsmg share of resources to advisory services
of S_erv_l_(;es; - Ivhd-FYQS lendmg ﬁgures 31 record leveis (excl Korea)

' f}Bmld
- Knowledge
- -Management- :

. Knowledgc systcms m 15 major sectors e
~» Websites/help desks for Lhenmlparmers o

= Dlstanoe Educauon Program

 Enhance 2 c:aunny Dirceos iocawd in ﬁeld (3 in FY97}
: Respensiw = Response to East Asia crisis- additional $16b pledged
e Respense to El Nmo effects m chcnt counmes

K _:Lﬂwer _
1 'Costsf.[ncrease
= i-'_:Productivity. -

= . . Cost-Effeaﬁven&ss Revrew bf:mg mplemented

- On track o return FYO1 budget to FY97 level in real teins|
On track {( meet '6{):43 frﬂnﬂme!backlme target far F’Y 99 ;

- Address

~ Broader

: Developmenl
'Agend_a._ o

HIPC 6 countries at demmon pomt ($5 'Ib totai)
Mdmstrea:mng social ana]ys‘tsfanu ~corruption programs

Internal

Addmonal $25m per year to remfcrce ﬁnanuai aactor _;Capz.:cllttes.. e

- HR pohcy referm appmved Apnl 2 1998
_+ 400 managers in Executive Development Program

: Systems rcnewal drmng efﬁcxe:ncv!teamworkfpmductmxy.

 Introduce '_ .
New

~+ IDA guarantees appmved
Products:

: . Work underway on Carbon Fuhd

1 Focuson

- Adaptableﬂnnovananmegle Currency Loans '. L Focus on

. Sccreeard to nmasure pertormance and results

* Chem surveys gauging Bank impact

S * Semi- annuai repartsto Bnar.don progress -




The World Bank
March 17, 1998
Mark Baird
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IFC Cooperation
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Policy Impact on
the Poor



POLICY IMPACT ON THE POOR

Economic Policy in Industrialized Countries and the Poor:

Maintaining an overall policy stance conducive to aggregate global growth
that is still a key driver for developing countries and the poor within them;
specific issues of Japanese growth and the East Asian recovery; overall set of
measures to reduce instability associated with capital movements.

Continued progress on trade openness to the developing world; and to
manage perceived or actual costs to developed country workers to help them
directly, not protect inefficient industries.

Aid policy that significantly increases the priority to the poor: in terms of
which countries are supported, and ~ow countries are supported in terms of
policies, institutions and investments: increasing attention to Strategy 21
goals (of poverty reduction, mortality improvement etc. by 2015) is becoming
a rallying point for this focus.

Policy in Developing Countries for the Poor:

Macroeconomic, strategic, and financial policies that underpin overall growth
are crucial to the poor: no country has had significant progress on income-
poverty in the absence of rapid sustained overall growth.

Support for equitable overall growth including: high priority for rural
development--especially peasant agriculture and rural non-farm development;
trade, regulatory and labor policies that foster labor intensive industrial
development; and urban polices that include the poor without creating urban
bias.

Priority for social and economic services that reach the poor, including
investments in health, education, basic infrastructure services including water
and sanitation, with particular attention to women, rural areas and indigenous

groups.

Increasing access of the poor to credit and land markets - including
elimination of legal and regulatory constraints that especially disadvantage
the poor.

Providing safety nets including transfers, pensions and social assistance for
those unable to take advantage of income-earning opportunities such as the - -



chronically poor, or those suffering as a result of natural disasters or
economic shock.

Involving and building the social capital of poor communities, institutions
that are responsive to the poor, and special attention to engage, or re-engage
groups excluded from a societies core functioning, whether by ethnicity,
caste, disability, or social and personal history.

Collecting poverty data and monitoring the impact of programs on the poor,
including the use of participatory techniques to capture the poor's own point
of view, and linking findings to policy formulation.



Fighting Corruption



CORRUPTION

As well as being a prominent member of the Management Board of DEG,
Mr. Kinnemann is a member of Transparency International (Germany). Hence, the
interest in the World Bank’s policies against corruption and the relationship between the
Bank and TL

World Bank’s Policy on Corruption

You could recap to Mr. Kinnemann that the Bank approach, endorsed by the
Board last September, involves fighting corruption at four levels:

s  Bank projects (reputational risks)

e  assisting countries with anti-corruption programs (now c.15)
e mainstraining in Bank operations (e.g., lending)

e supporting international efforts (e.g., OECD)

In our view, the awareness raising phase is largely over, the challenge now is to
operationalize the policy. We are moving forward on all four levels.

Transparency International (TI)

We continue to view TI as a vital partner in the struggle against corruption:

e EDI continues to work closely with TI in mounting “integrity workshops” in
countries.

o IFC is working with TI in Panama on an “integrity pact” for the privatization
of IRHE, the electricity and water company.

e PREM is currently discussing with TI how we could work more effectively
with civil society in developing sustainable approach to transparency and
anti-corruption.

e PREM has worked with TI developing a grant application to the DGF which
would enable to Bank to help sponsor the 9" International Anti-Corruption
Conference, which South Africa will host in 1999.

[s there a complete coincidence of views between TI and the Bank? TI would like
the Bank to move more aggressively with “no bribery pledges” in Bank procurement.
We are more cautious on country pre-conditions. TI’s forte is working with civil society.
We emphasize, in addition, economic policy reform to reduce rents. Huadred percent
overlap would make for a sterile relationship.



OECD Convention cn Bribery in International Business Transaction

Germany was the only country to meet the April 1 deadline for laying the
Convention, agreed by OECD minister in December, before parliaments (the rest are
running slower, mostly for procedural reasons not lack of will - we are confident the
Convention will come into force for a significant number of the main OECD trading
countries by the end of 1998, as intended).

As well as approving the Convention, Germany has to incorporate its provisions
into its criminal code. They say this will go forward in the coming months.

Germany also has to implement the 1996 OECD recommendation on ending tax
deductibility. By criminalizing foreign bribery, the Convention should make this
automatic. But we are getting mixed signals on how seriously Germany is proceeding.
Economics Minister Rexrodt says tax deductibility is ending. Others (e.g.: TI) say they
understand that the German tax authorities will challenge a tax deduction only if there has
been a prior prosecution and conviction of the company.

You may want to (I) congratulate Kinnemann on his country’s progress with the
Convention, and (ii) ask him generally on whether business attitudes are changing, and
how he reads the tax deductibility issue.



