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o o liorin private investments making
its way to all corners of the world,

- many of the poorest nations cannot
create enough jobs to meet the de-
mands of its people,
. “Private investment can help
and should play as strong a role as
it possibly can, but it can’t do it
alone,” he said. “I think we’re hav-

i ing a tough time coming to terms
:rilgth whgigt’s right in international
leadership. I think if we were to
withdraw from the bank and not
give lead ip, it would dams
the wholé"future [of the institu-
u'o E) 5

Nevertheless, he was confident
that Congress this year would ap-
prove at least a good portion —
between $500 million and $900
" million — of what the Clinton ad-
ministration has promised the
bank

“I think [Congress] has confi-
dence in some of the changes we’re
making at the bank, so they feel
more confident in giving uslmeon-

* ey, he said.

When Mr, Wolfensohn took the .
bank’s reins two years ago he in-
herited a monolithic institution
that had a worldwide reputation
for being bloated, self-absorbed,
slow to change and slow to catch on

mistakes

By'Lorraine Woellert
THE WASHINGTON TIMES

The world’s
number even as the United States ques-
tions its role in funding international
aid 1o poverty-stricken nations, World
Bank President James Wolfensohn said
vesterday. b

“The problem of poverty is increas-
ing, not diminishing. If you throw in
that the environment is degrading, not
improving, you have the world in which
you live,” Mr. Wolfensohn said in an
interview yesterday with editors and
reporters at The Washington Times.

“I have a profound respect now for
the difficulty of the [bank’s] objective,
which is poverty alleviation. I think it's
bloody difficult” he said, noting that 1
100 million peoplé a year join the ranks |

of the world’s poor. “If the bank can't
do it, I don't know who can”

. _His remarks come as the bank
redefines its role in the world. Created
more than 50 years ago to rebuild Eu-
rope after World War II, it has grown

into an international lender of last re-

sort, pouring billions of dollars into
roads, power stations and other mas-
sive third-world projects.

The bank alse has used a big stick —
the promise of millions of dollars in aid
— 1o persuade nations to make their
economies mare market-oriented, to
privatize institutions, cut bureauc-
racies and attract foreign businesses
and the jobs they bring.

But critics have assailed these
economic-reform programs for years,
and yesterday the bank said it is under.

to its own !

Under Mr. Wolfensohn’s leader-
ship, the bank- is directing its
money and attention to social pro-

taking a sweeping review of the pro- i

A rip with uasproy | S0 Trea s childeen, and
umanitarian groups and the recipient | e . .

governments themselves. I;a;a;l:sswe infrastructure pro

poverty persists, the bank faces

new troubles as benefactors, particu-

larly the United States, question the
bank’s work,

The United States is behind some

The bank’s agreement to exam-
ine its “structural adjustment pro-
gram,” which loans money to poor
countries in return for forced
changes to their economies, marks

$1.3 billion in promised funding for  the first time the bank has worked
b_ank loans to the world’s poorest na-  with its critics to study a long-
tions. That wavering leadership is standing point of dispute,

. threatening the very future of the pro-
" gram, Mr. Wolfensohn said. .
“Maybe Congress can put it off for a
while, but given that we won the Coid .

Mr. Wolfensohn, who joined the
bank after years as a private in-
vestment banker, said two years of
traveiing to 55 countries has

War I think there's a moral responsibil-  changed his perceptions.:

ity on the Uni 1o give 3 “I had a social conscience be-

ship,” Mr, Wo ohn sai . % fore, but I tell you how I really
He-s3id that US. donations to the<, Wake up nights thinking about

bank are proportionately less than that “[poverty),” he said. “I actually be-

eve that peace and stability de-
pend on what we can do in the de-
veloping world.”

ven by other developed nations,

“I became an American because I
thought, and stl] believe, that the SYys-
tem of values and sense of purpose in
this country is real” the Australian na-
tive said. A
And even with more than sgmﬁ-

see BANK, page BI0
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B. SUBJECT: LUNCHEON MEETING: WASHINGTON TIMES EDITORIAL
BOARD (B} {N)
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1997, "Washington Times Editorial Board" and tabs:

- Washington Times Commentary
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- FY97 Disbursements

- IDA/ODA

- Washington Times article: "World Bank president wrestles with U.S. Role”
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THE WORLD BANK/IFC/M.1.G.A.

OFFICE MEMORANDUM

DATE:

TO:

FROM:

EXTENSION:

SUBJECT:

July 7, 1997

Mr. James D. Wolfensohn, EXC
Klas Bergman, EXT

33798

Washington Times Editorial Board

On Monday, July 14 at 1 PM, you will be the guest of honor at an Editorial Board
Luncheon of the Washington Times. The luncheon meeting is expected to last up to 1 1/2
hours.

The Washington Times’ head office is located at 3600 New York Avenue N.E.
Washington, DC 20002. Editorial Board Liaison is Ms. Kathy Vance at (202) 636-3299.
Travel time to the Times is about 15 minutes. Mark and I will accompany you to the
meeting.

Host for the Editorial Board Luncheon is Mr. Tod Lindberg, Editorial Page Editor.
Others attending, as of today, are:

Ms. Mary Lou Forbes, Commentary Editor.

Mr. Irancis B. Coombs, Jr., Assistant Managing Editor.
Mr. David Jones, Foreign Editor.

Ms. Helle Bering-Jensen, Deputy Editorial Page Editor.
Mr, Richard Gross, Deputy Foreign Editor.

Mr. Ben Barber, State Department Correspondent.

Mr, Patrice Hill, Business Reporter.

Ms. Lorraine Woellert, Business Reporter.

Mr. Bill Connery, Current Issues, World & 1.

Mr. David Wagner, Writer, Insight.

Of these, Ms. Woellert covers the Bank on a regular basis. She recently wrote a nice article
about the Bank’s new trading room. Mr. Barber often writes on Bank-issues, particularly
IDA, from a Capitol Hill perspective.

Ms. Vance tells me that if you wish, you may open the meeting with some brief remarks on
any Bank-related topic, or on the Bank in general, with the balance of the time devoted to
questions and answers. The whole meeting is on the record.

As you know, the Washington Times is a most conservative newspaper. It is known for its
skepticism towards the Bank, in particular, and towards foreign aid, in general. Bank critics



Mr. James D. Wolfensohn -2- July 7, 1997

often contribute to its editorial pages and its commentaries often reflect Republican
sentiments on Capitol Hill. (attached).

This Editorial Board meeting is an excellent opportunity for you to state the Bank’s case to
a conservative audience, its important role in the post cold-war era and how you are now
deeply involved in changing the Bank to meet the new needs. You can also talk about the
Bank’s importance for the US when it comes to helping build markets which not only
benefit exporters but also create new consumers, wealth and choice in developing
countries; about how the Bank is helping in building values to lift living standards in ways
consistent with basic human values of people all over the world; and, finally, how the Bank
is contributing to world security by building sustained prosperity and reducing poverty.

Most likely, IDA will come up. Its present status on the Hill is reflected in the recent EXT
memos (attached). Also attached is the Paris Office’s recent report on ODA hitting record
lows.

To avoid the possible risk of the Editorial Board luncheon focusing too much on the Bank’s
operations results, particularly Africa and IDA, we have decided to postpone the release of
FY97 numbers from Friday, July 11, to Tuesday, July 15. Attached, you will find FY97
loan commitments and disbursement numbers.

Attachments:

Selected Washington Times commentaries.
FY97 Bank lending and disbursements.
IDA/ODA figures.

cc:s Mark Malloch Brown (EXTVP); Caroline Anstey (EXC); Jane Holden (EXC); Allison
Tsatsakis (EXC).



- James D. Wolfensohn
Washington Times
Editorial Board Meeting
July 14, 1997
1:00 PM
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This item appeared on page Al7 of the July 3, 1997 issue of the
Washington Times

In defense
of foreign
aid __

There is no shortage of critics of
international development
assistance these days. Many
point to a long line of less than effec-
tive aid projects and question
whether development assistance
can do much good in the future. The
answer to this question is an unqual-
ified yes. Not only are the needs
greater than ever, but, with
increased globalization, we are also
more closely interlinked, making
the well-being, and ultimately polit-
ical stability, of nations around the
world a concern to us all.

But, in order to ensure that future
deveiopment assistance is effective,
we must also take account of the
past. All too orten in recent years,
progress in development has been
obliterated by civil or international
conflicts, by human-induced disas-
ters, or simply undercut by poor gov-
ernance practices and pervasive cor-
rupdon. In the annals of breakdown
of governance institutions and social
cohesion, Somalia. Bosnia, Rwanda
and Albania are some of the more
dramatic examples. Others are less
dramatc, but troublesome nonethe-
less, since poor governance prac-
tices can effectively undermine
progress for generations.

At the same time, other develop-
ment efforts have produced great
results. Countries like Slovenia,
Costa Rica, Thailand and Ghana
have quietly moved forward while
their neighbors have stagnated or
dissolved into civil war. When com-
paring these and other countries
where development has steadily
progressed with their less success-
ful neighbors, it becomes apparent
that the existence of an overall sys-
tem of etfective governance insdtu-
tions largely determines whether
development initiatives will lead to
sustainable results.

It is also evident that goad gover-
nance practices are key to deter-
mining whether natdons can effec-
tively meet the political and
economic challenges posed by
increased globalization. In the next

Anders Wijkman is ussistant

administrator of the (/nited Nutions
Development Program.

century, successful participation in
the global economy will be a key fac-
tor affecting the wealth of nations
and regions around the world. This
recognition has led to a significant
shift in focus among internatonal
development organizations. An
increasing amount of development
assistance is now directed towards
improving good governance prac-
tices that will promote, or ar the
very least not undermine, citizens’
efforts to build better lives for them-
selves,

The specifics of what constitutes
an effective governance structure
naturally vary from one country to
another. There is, however, a growing
Internadonal consensus on some key
characteristics of good governance.
These include political legiimacy
through an open democratic system,
freedom of speech and association, a
fair and accessibie legal system,
effective public sector management
and transparent and accountable
government insdtutions.

Today, international development
cooperation increasingly involves
providing technical assistance in
these areas. A significant part of
foreign aid to Commonwealth of
Independent States (CIS) countries,
for esxample, involves funding to
help transform Soviet era parlia-
ments and judiciaries, originally
designed as tools for authoritarian
control, into representative institu-
tons that will form the cornerstones
of future democratic societies and
market-based economies.

Similar efforts to improve demo-
cratic governance institutions are
occurring all across the developing
world. Some of the most exciting
moves are taking place in Africa
and Laon America, where democ-
racy has made great strides in
recent years. Last year, 26 leaders
of French-speaking African coun-
tries met in Quagadougou, Burkina
Faso, and decided to intensify
efforts to improve governance prac-
tices in their countries. Other
African nations are foilowing this
move and efforts are also under way
to harmonize business legislation
to further improve the conditions
for foreign investments and trade
throughout the African continent.

Good governance is critical to
development because it provides
some of the necessary prerequisites
for equity and political stability. Pri-
vate sector investment, the driving
force of economic development, wiil
only take place in economies where
there is politcal stability and some
predictability of returns. And it is
only in societies where people’s
voices are heard that we can expect
such development to be both eco-
nomically and environmentally sus-
tainable.
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Bonding at World Bank

$6 billion a day traded amid serene decor

By Larraine Weellert

THE WASHINGTCN TIMES

Traders at the world’s diggest global
bond house don’t work on Wall Street.
They work on H Street.

Every trading day, the small group
of men and women laboring behind the
glass facade of the World Bank head-
quarters at 18th and H streets NW han-
dles biilions of dollars.

They work on the seventh floor amid
potted plants and bubbling fish tanks in
a small corner room whose soothing
ambience of a 1980s fern bar has been
deliberately and painstakingly created
to reduce stress and encourage com-
munication.

It's no wonder they need the fish
tanks.

About 333 billion in bank reserves
are managed from this room. That’s
abour half as much as Taiwan has on
reserve. Upward of 36 billion passes
through the operation on an average
day in some 300 transacdons. This is
where the bank makes most of the
money it needs to do its lending.

“When people are given 32 billion to
manage, they don't smiie very often,”
said Thanit Thangpijaigul, who de-
signed the room with the help of his
staff. “The fish are like the plants. It's
to calm them down.”

The calming effect of the two big
tanks is augmented by lots of windows,
a curved bulkhead and wavy lines in
the carpet, all designed to mute the
stress level. Mr, Thangpijaigul got the
fish-tank idea from Bleomberg Finan-
cial Markets, just one of the houses he
visited to get a feel for what works.

The World Bank is the globe’s big-
gest development bank, lending 320
billion a year to the world’s poorest
countries. With the exceptdon of indus-
trialized donors such as the United
States, which finance critical bank
loans to the poorest of nations, most of

“If there’s a crisis in the
financial markets, we
want to be able to honor
our obligations, so money

stays liquid.”

— Rachid Ghozali

the bank’s routine lending capital is
raised in this room.

Last year, the bank returned a $1.2
billion profit on its lecans and trades.
But this trading room is different from
most. _ _ .

“The institute's main purpose 1s not
to make money,” said Rachid Ghozali,
senior manager of investrnents. “Prof-
1tability is limited by risk-tolerability”

That means the bank’s conservative
style and strict guidelines won’t let it
take big or long-term risks. There's no

chance of a Barings Bank flasco here.
But there’s also little opportunity for a
huge score.

“It's not, by and large, capital you
can invest in the long haul and take the
long risk, because it's nceded for dis-
bursement,” Mr. Ghozali said. “If
there’s a crisis in the financial markets,
we want to be able to honor our obliga-
tons, so money stavs liquid.” i

Traders here don't make commis-
siens or bonuses, so turnover is high.
The average stay is four or five years.

When the bank needs to raise quick
capital, it floats bonds. S10 billion to
5135 billion worth a vear in dozens of
currencies.

“This is how the bank funds itseif.
We issue at very attracave levels. We're
one of the best credits in the world,”
said Fernando Saldamha, a senior fi-
nance officer in asset-liadility manage-
ment. “Those savings are ultimately
passed on to our clients.”

In other words. a good credit rating
translates into cheap borrowing for the
bank, The savings are passed onto
countries that get low-interest loans.

The process itself offers people in
many countries a placs 1o invest their
money. In Italy, people line up to buy
World Bank bonds. Retail sales also are
brisk in Japan.

Six months ago, the bank turned its
attention to smaller currencies, issuing
bonds in Slovakian koruna. Philippine
pesos and South African rand.

When the bank in March issued its
first 20-year bonds in South Africa, it
was providing the first long-term in-
vestment in a country where govern-
ment bonds mature after three years.
A bond bought for 4 South African rand
— about $18 — will mature in 20 years
at 100 rand, or about 3430. _

“If inflation stays low, that person is
going to do well” Mr, Saldamha said.
“The objective is to get cheaper fund-
ing, and we're very successful.”




Phates oy Kewin T. GioeryThe Wasningren Times

Band traders at the World Bank work the ohones, making ccntacts in time zones around the globe.
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BRUCE
BARTLETT

Foreign
aid’s feeble

rate of
return

o Mayv 7. the House [nrer-
national Relatons Com-
mittee vored to spend
316.4 billion ¢n foreign aid
0 1998, Arthe behestorthe Clinton
administration. the Republican
pane! raised foreign aid next year
oy 3800 mullion. Ironically, this
ccmes at a tdme when aconomists
have reached a virtual consensus
on the Zailure of ‘oreign aid.
Indeed, even the liberal Brook-
ings Insatuton now concedes that
foreign aid simply does not work. In

“A Half Penny on the Federal Dol- -

lar” Brockings scholars Michae!
O’Hanicn and Carol Graham take a
carerul look at the effacaveness of
LS. foreign aid. While they favor

Even the liberal
Brookings Institution
now concedes that
Joreign aid simply does
not work.

conunuaton of foreign aid for polit-
ical and humanitarian reasons, thay
are forced to conclude that it does
nothing whatsocever tor =conomic
growth.

“One of the most paradoxical
fndings of recanr studies of aid
erfecuveness,” Mr. O'Hanlon and
" Liss Graham write, “is thart, at least

. the case of conditioned policy-
~ased iending, financial flows are
negauvely correlated with growth
pertormance. Thatis, countries get-
nng more ald do ‘vorse macrgecg-
nom:cally, nn average, than those

Among the studies cited is one by
Peter Boone of the London School
of Economics. 3ased on data from
96 counwies, 22 found that the rea-
son foreign aic does not sumulare
growtl is because virtually none of
the aid goes inio investment. All it
dees 1s Increase consumption and
expand the size of governmenrt,
withour conferring any benefits on
the poor in the process.

A major factor in why foresign aid
Is consumed rather than invested is
Decause much of it is stolen by elites
in developing zountries. Nowhers
is this more agparent than in Zaire,
where rebels nave just ended the 32-
vear dictatorial regime of its leader,
Mobutu Sese Seio.

[natfascinanng expose on May 12,
Londen’s Finarcial Times newspa-
per esumarted that Mr. Moburu has
stolen sorme 34 sulion from foreign
aid, much aof iz Fom the [nterna-
tonal Maonetary Fund. This amounts
to almost nalf of all the foreign aid
received by Zaire bertween 1970 and
1994, Amazingiy, the Financial
Times report reveals that the [MF
was well aware of the expropriation
of its funds. ver conanued to lend
Zaire more money anywvav.

Mr. Moburu used maost of this
money to buv lavish estates in
France and estrablish huge secret
bank accounts in Switzeriand, Lux-
2mbourg and eisewhers. However,
much was also used to sustain him-
self in power by oribing and other-
wise buying suppert in Zaire.

Meanwnile, Zaire slid ever down-
ward economicail™: Its real per capi-
ta income 15 <0 percent lower today
than 1t was when Mr. Mobutu took
power. Thus an internal Worid Bank
report conciude< that it wouid be
hard to argue much was achieved in
Zaire, either in 2conomic or social
lerms. as a resulr af the aid.”’

The dismal experience of Zaire
may be one reason why the World
Bank now seems to be rethinking
the whole concept of foreign aid. In
a widely circulated paper, World
Bank economists Craig Burnside
and David Dollar iooked at the reia-
tonship between foreign aid, eco-
nomic policies and growth in 36
countries. They found that when
combined with good economic poli-
cies, such as [ow taxes and deregu-
ladon, aid had a pesiave impact on
growth. But there is no correlation
between aid and the adapdon of
good policies, and no reladonship at
ail between aid and growth in the
absence of good policies.

[n the 1950s, crides like Pater
Bauer and Milton Friedman argued
that by itself for=ign aid would
never sumuiate economic growth.
All it would do is strengthen gov-
ernment at the expense of the pri-
vate sectar, which is the true source
of prosperity. Now, after 40 years of
experience, it appears they were
right all along.

Bruce Bartlert is a senior fellow
with the National Center for Policy
Analysts and a contributing writer
Jfor The Washington Times.

gerting less.”
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BRUCE BARTLETT

The World Bank
beyond its time

orld Bank President

James Wolfensohn

recently announced yet

another “reorganiza-
tion” of the troubled international
lender. And, like past such efforts,
this one will cost plenty — some
$150 million will be paid out in
benefits to laid-off staffers, with
another $420 million set aside for
retraining and other reorganiza-
tional expenses. But the effort is
not likely to be any more success-
ful than past reorganizations, such
as that carried out by former
World Bank President Barber
Conable in 1987. The reason is
because the Bank has lost its rea-
son for being.

Established as part of the Unit-
ed Nations after World War II, the
World Bank’s original purpose was
to aid in pestwar reconstruction.
Thus most of its early loans were
made to Europe and Japan. Hence
at the beginning, the Bank tended
to lend primarily to nations that
were already industrialized, with
established insttutions and skills,
lacking only capital for growth.

The Bank’s first president,
Eugene Meyer, viewed it as a sup-
plement to private capital flows,
not a substtute. Under the leader-
ship of Mr. Meyer's successors,
John J. McCloy and Eugene Black,
the World Bank had very conserv-
ative lending policies. Mr. Black, in
particular, emphasized that Bank
loans were in fact loans, not gifts,
and refused to lend to governments
for projects that belonged in the
private sector.

But by the 1960s, Europe and
Japan were largely recovered from
the war and the Bank moved
toward lending to underdeveloped

countries in Asia, Africa and Latin
America. Under President Robert
McNamara, the World Bank
became less of a bank and more of
a foreign aid distributor. Bank
lending balloconed and more and
more of its loans were made on
concessionary terms for projects of
dubious economic value.

Mr. McNamara’s vision for the
World Bank, as the primary engine
for development of the Third
World, was clearly not sustainable.
However, subsequent Bank presi-
dents have failed to define a new
vision. They simply asked for more
money to do the same things
despite minuscule evidence of suc-
cess.

s the figure illustrates, private
Acnrapital flows to developing
ountries now vastly exceed
those of all the international finan-
cial institutions (IFIs), including
the World Bank, International Mon-
etarv Fund and regional develop-
ment banks. This led Professor
Rudi Dornbusch of MIT recently to
ask, “If the capital market is per-
fectly capable of identifying worth
projects and readily finances pri-
vate investment and public budgets
around the world, who needs these
remnants of foreign aid and sta-
dsm?”

Increasingly, the answer to the
question is that organizations like
the World Bank have outlived their
usefulness. They should be priva-
tized or shut down.

Bruce Bartlett is a senior jeiliow
with the National Center for Policy
Analysis and a contributing writer
for The Washington Times.
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By Trent Lott

ast week, President Clinton submitted
I his budget to Congress, including a
proposed $1.22 billion increase for
spending on international affairs — foreign
aid, State Department operations and U.S.
contributions to the United Nations and
other international organizations. The bud-
get submission was preceded by a weeks-
long campaign of speeches and editorials
pleading for more international spending.
In her confirmation hearing, Secretary of
‘State Madeleine Albright echoed what has
‘become a refrain: “We cannot have [superb
diplomatic representation] on the cheap. We
tmust invest the resources needed to main-
rtain American leadership.” Few Americans
-would disagree. In order for a discussion to
-proceed over how much America can and
should spend on our global leadership,
, Americans need all the facts.
" Moving to a balanced budget is difficult.
"International spending, like other areas of
~the federal discretionary budget, has felt the
effects of belt-tightening. Congress and the
executive branch should engage in a dia-
logue about adequate programs and funds
to support America’s leadership role in the
world. But that dialogue should be held
honestly — with accurate numbers, with
accurate discussion of spending cuts, with
accurate assessments of Clinton adminis-
tradon funding priorities, and with an accu-
rate understanding of what resources
America devotes to our international lead-
ership role. .
& Accurate Numbers. It is often claimed
that US. international funding has declined

Trent Lott is Senate majority leader.

Foreign funding follies

by 50 percent since 1985. The allegation of
a 50 percent reduction has been repeated so
often, and media treatment has been so
uncritical, that Americans could be forgiv-
en for believing it. But it is not true. The
assertion relies on one-time, one-year mult-
billion increases for emergency needs in
Africa and the Middle East to artificially
inflate the 1985 baseline.

In fact, America spends as much on inter-
national affairs today as it did in the late-
1970s during the Carter administration —at
the height of the Cold War. A major portion
of mid-1980s foreign aid was support for
states facing communist insurgency (El Sal-
vador) or aid to freedom fighters (Nicaragua)
— programs strongly opposed by many of
those now arguing for more international
spending. Over the past 10 years, two of four
budget categories have been significantly
reduced — security assistance (by 49 per-
cent) and public diplomacy (by 16 percent).
Funding for two other categories has
increased in real terms — economic assis-
tance (by 19 percent) and the State Depart-
ment and United Naticns (by 32 percent).
While it is true that the Clinton administra-
tion has not received every penny it has
asked for in the past four years, it is time to
put aside the myth of a 50 percent reduction.

® [mpact of spending reductions. Horror
stories of ambassadors washing their own
dishes in Moldova or embassies without air
conditioning in Vietnam have become stan-
dard fare from those arguing for more inter-
national spending. So too is the figure of 30
diplomatic posts forced to close because of
budget constraints. But this is only part of
the story. Cver the past six years the Depart-
ment of State has opened 29 posts — despite
budget constraints. In the wake of the Sovi-
et Empire’s collapse and the breakup of

Yugoslavia, the United States has opened 25
new embassies while closing only five —in
places like Somalia, Antigua and Equatori-
al Guinea. Small consulates from Lubum-
bashi to Oporto to Udorn have been closed,
but a net increase of 19 embassies hardly
signifies a dramatic decline in America’s
diplomatic presence.

m Establishing priorities. Much of the
pressure in the international budget results
from how and where the Clinton Adminis-
tration chooses to spend money — not the
total amount of money available. For exam- |
ple: !
The Agency for International Develop-
ment has chosen to reduce funds to support
democratic transitions from Mongolia to
Macedonia. At the same time AID is spend-
ing nearly $100 million on a state-of-the-art.
computer system that still does not work
and plans to spend millions more on mov-
ing into the most expensive office space in
Washington.

The State Department apparently could
not find funds to monitor a Kurdish cease-
fire last year, yet it spends millions sup-
porting international conferences on social
issues that have little relevance for Ameri-
can interests.

State and AID have funded Haitian gov-
ernment lobbyists to set up offices in Port-
au-Prince, financed home repairs for the
communist Sandinistas in Nicaragua and
paid for radio soap operas in Tanzania.
These resources could have been used to
refurbish embassies, pay personnel, mod-
ernize information systems, expand support
for democracy or increase security aid to
our allies. They were not. An honest debate
about the total level of funding must involve
an honest discussion about where the dol-
lars are spent — and misspent.

® Savings Refused. In its push for more
money for international affairs, the Clinton
administration neglects to point out signif-
icant savings it has opposed. Five former




secretaries of state endorsed a plan to
streamline our foreign affairs bureaucracy
and reduce duplication by merging three
agencies into the State Department. The
State Department itself is bloated and top-
heavy, State has 63 percent more assistant
secretaries than the Department of Defense
despite being responsible for hundreds of
thousands fewer employees and billions of
dollars less in programs. Last year, Presi-
dent Clinton vetoed a plan that would have
saved at least $1.7 billion over the next four
years through reor-
ganization — despite
the one-time support
from former Secre-
tary Christopher for
the concept. One way
to make scarce dol-
lars stretch fartheris
to eliminate waste
and' duplication
through long-over-
due reorganization.

® Defense Spend-
ing Cuts. While Inter-
national affairs
spending has
remained relatively
constant, America's
defense and intelligence budgets have been
slashed. Two hundred ships have been
decommissioned. Eight of 18 active Army
divisions have been disbanded. Air wings
have been reduced by 44 percent. While a
handful of overseas consulates have been
closed, more than 700 overseas military
sites have been shut down in the past six
years. In the United States, some 250 mili-
tary installations have been closed — caus-
ing significant economic hardship in each
American community affected. The Amer-
ican ability to deter conflict, influence events
and project power overseas has been affect-
ed dramatically by these reductions.

m What America Really Spends. To mea-

sure American leadership in the world sim-
ply by the size of the check we send to the,
United Nations or the World Bank, or by
how many development aid contracts are
awarded, is to miss the point. The United
States spends almost $2 billion every year
just to operate and maintain our forward
naval presence in Europe, Asia and the
Middle East. The American military pres-
ence in Korea costs $2.5 billion every year.
Under the Clinton administration, an ever-
increasing share of the defense budget is
dedicated to sup-
porting the UN. —
almost $2 billion in
1995 alone. We have
consistently asked
our men and women
in uniform and serv-
ing with our intelli-
gence agencies to do
more with less. Qur
diplomats must not
be exempt from the
budget constraints
facing the rest of fed-
eral employees sup-
porting American
interests overseas.

America can and
must afford to lead in the world. Our future
prosperity, security and freedom demand it.
But the debate over the appropriate level of
American spending on international affairs
should be driven by American interests —
not the self-interest of bureaucrats and fed-
eral grant recipients. Too often, the Clinton
administration has labeled anyone who dis-
agrees with it as an “isolationist.” And too
often, inaccurate numbers and misleading
claims have been put forward to argue the
case for more international spending. It's
time to talk honestly about the dollars
involved, how they are spent and the real
impact of budget cuts. Our taxpayers
deserve nothing less.







IBRD/IDA LENDING BY REGION
FY96 - FY97
(US$ BILLIONS)

Africa.
E. Asia: $4.25 | E. Asia; $1.16 | E. Asia: $4.1 | E. Asia: $0.79
S. Asia: $1.2 |S.Asia. $1.8 |S. Asia $0.63 | S.Asia: 0 814
Fur.&C.A.: $3.75 | Eur.&C.A: $048 | Eur.&C.A: %46 |Eur.&C.A.: 38375

Lat. Am.:  $4.00 | Lat. Am_: $040 | Lat. Am: ~ $44 | Lat. Am_ $0.13

MENA: $1.28 | MENA: $0.32 | MENA: $0.77 | MENA: $0.15
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WORLD BANK ANNOUNCES OPERATIONAL RESULTS
FOR FISCAL 1997

WASHINGTON, July 15, 1997—New lending commitments from the World Bank to developing
countries totaled $19.1 billion in fiscal year 1997, which ended June 30. This figure includes both the
market-rate loans made by the International Bank for Reconstruction and Development (IBRD) and the
concessional loans made to the world’s poorest countries through the International Development
Association (IDA). The total compares with $21.4 billion in FY96 and $22.5 billion in FY95.

IBRD loan commitments in FY97 amounted to $14.5 billion—about three-quarters of the total—
for 141 projects; 4.6 billion in IDA credits supported 100 projects. The respective totals for FY96 were
$14.5 billion for 129 IBRD projects and $6.9 billion for 127 IDA projects.

IBRD/IDA combined gross disbursements at the end of FY97 rose to nearly $20 billion, up from
$19.3 billion in FY96. IBRD gross disbursements totaled $14 billion, compared with $13.4 billion in
FY96; IDA gross disbursements were $6 billion, compared with $5.9 billion in the previous fiscal year.

Commenting on the FY97 IBRD/IDA Combined Gros_s Disbursements
results, Gautam Kaji, World 13’3:";“?022?
Bank Managing Director for $20.0 - $193 200
Operations said, “/ am cheered by p— $17.8 '
the fact that our level of —— :
dl.sbm-‘semenf?s'---the money that is _—
actually making a difference on the SHG -
ground—rose 4 percent from last '
year. This change indicates s
improvements in both our portfolio e
quality and our implementation. A e
second indicator of improved il
client focus is that the Bank $2.0 -
authorized  signigficantly — more $0.0 =8 s )
projects.” FY92  FY$3 FYe4  FY95  FY9®  FY97

“In retooling our processes, we have taken a sharp look at—and a sharp knife to—the lending
pipeline, so lending approvals have fallen as a consequence. This was to be expected. But we have every
confidence that, with a clearer sense of client demand and strengthened quality assurance programs in
place, IDA lending, and therefore overall lending, should rise distinctly in the next year—especially with
improvement in Africa’s capacity and performance, " Kaji said.

FY97 Operational Results 1of2



New lending commitments to Africa in FY97 totaled

$1.74 billion. Of this amount, $1.68 billion were IDA credits, and Top Ten Borrowers in FY97
$5§ million were [BRP_ loans. In FY96, combined lending to the | cOUNTRY IBRD/IDA (Sm)
region totaled $2.7 billion. The four single sectors receiving the | China 2,815.0
most support in FY97 were agriculture, electric power, urban | Russia 1,715.6
development, and public sector management. India L DE8.5
Argentina 1.479.5
The East Asia and Pacifie region received $4.9 billion in LBJiﬁllln . 3:5'2
new IBRD/IDA commitments—3$4.1 billion for IBRD and $792 | ..o 960.0
million for IDA. The region received $5.4 billion from IBRD/IDA | Indonesia 914.6
in FY96. Lending to the region for agriculture totaled $1.3 billion | Romania 625.0
in FY97, with most of this support, $1.1 billion, in IBRD lending. | Peru 569.0
Electric power and other energy totaled $1.13 billion; the | TOTAL L

transportation sector ($1.1 billion) and education sector ($645
million) also received a large share of lending in FY97.

In South Asia, $2 billion in new IBRD/IDA commitments were approved in FY97. Of this,
$627 million was from IBRD and $1.4 billion was from IDA. FY96 combined lending to the region came
to $3 billion. India was again the largest borrower in the region, receiving support totaling over
$1.5 billion. As in FY96, India was also the largest recipient of IDA credits this year, with $903 million in
concessional lending. IBRD and IDA transportation projects totaled $685 million, and projects in
population, health, and nutrition came to $594 million—all in IDA credits.

The countries of Europe and Central Asia saw $5.1 billion in projects approved for FY97—
$4 .6 billion from IBRD and $494 million from IDA. This is a nearly $1 billion increase over FY96, when
$4.2 billion went to the region ($3.75 billion from IBRD; $476 million from IDA). The social sector was
the largest single sector during the year, receiving loans totaling $935 million. The Russian Federation was
the largest borrower in the region, receiving loans of $1.7 billion, including an $800 million loan—the
largest ever in the region—to create an effective and sustainable system of social protection.

Commitments by IBRD and IDA to Latin America and the Caribbean in FY97 totaled
$4 6 billion, with $4 4 billion in IBRD loans and $125 million in IDA credits. The transportation sector
received $1 5 billion, and agriculture sector loans and credits totaled $731 million. Loans to the region in
FY96 were $4 4 billion—$4 billion from IBRD and $400 million from IDA.

New commitments to the countries of the Middle East and North Africa in FY97 amounted to
$915 million, down from $1.6 billion in FY96. The highest sector was agriculture, at $177 mullion;
projects in water supply and sanitation, which are critically important to the region, came to $123 million in
FYO97.

IBRD and IDA

The International Development Association (IDA) is a discrete part of the World Bank Group providing low-cost loans to
the poorest countries. About half of all IDA lending is to Africa. The money for IDA is subscribed by wealthier
governments, to linance vital reforms in countries which cannot afford to borrow on commercial terms. IDA accounts for
about 30 percent of the loans made by the Bank; the remaining 70 percent are market-rate loans through the International
Bank for Reconstruction and Development (IBRD), with the monecy coming from bond offerings on world capital
markets. Typical terms for an IDA loan arc a 40-year repayment period, no interest, and no payment required for the first
10 years. IDA not only finances specific projects, but also assists in providing balance of payments support and other
assistance as countries restructure their cconomics and build competitive markets.

YT
Y
_FP. -
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snarasimhan@worldbank.org on 07/07/97 12:48:13 PM

)

Subject: IBRD, IDA, IBRD & IDA gross disbursements for FY37.

Dats: Mon, 7 Jul 1997 16:50:24 GMT

From: SIMHA <SIMEA%1323%MRGATESEARTHEmMrgw . worldbank . org>
Subject: IBRD disbursements for FL97

To: "SHRI SIMHASALWBWASH"@mrgw.worldbank.org
Message-id: <G20E020FF07JUL1S9712502365*@MHS >
MIME-version: 1.0

Content-type: TEXT/PLAIN; CHARSET=US-ASCII
Delivery-date: Mon, 7 Jul 1997 16:46:00 GMT
Dosting-date: Men, 7 Jul 1897 16:50:24 GMT
Importance: normal

Al-type: MAIL

IBRD Gross Disbursements by Region for FY37
All Amounts in US$

Region Name Disbursement
AFRICA 241,962,175.08
EAST ASIA AND PACIFIC 3,046,249,626.14
EUROPE AND CENTRAL ASIA £ .'005., 318 ;573.85
LATIN AMERICA AND CARIBBEAN 4,692,083,823.60
MIDDLE EAST AND NORTH AFRICA 895,192,137.42
CTHER 11,566,939.32
SCUTH ASIA 1,017,072, 984:23
sum 14,009,443,259.54

7 rows selected.

July %, 1897 page

1
IBRD Gross Disbursements by Sector for FYS37

Sector Name Disbursement
hgriculture 1,209,371, 024.67
Education 959, 069,125.15
Electric Power & Other Energy 2,032,134,471.53
Environment 392,294,631.60
Finance 1,549,007,010.36

Industry 145,961,005.34



Julyf 7, 18997

[

IDA Gross Disbursements by Sectcocr for FY97

Sector Name

Agriculture

Education

Eleccric Power & Other Energy
Environmentc

Finance

Industry

Mining

Multisector

01l & Gas

Population, Health & Nutrition
Public Sector Management
Social Sector
Telecommunications
Transportation

Urban Development

Water Supply & Sanitation

sum

16 rows selected.

Disbursement

1,144,073,185.
754, TLT, B63.
410,130,680.
181, 950,28%4.
330,265,294
63,488,298.
298386 ,169.
&673.,387,038.
45,514,908,
451,332,834,
319,157,474,
278,785,192
37,154, 916.
575, 112,137
287; L78,302.
305,883,708.

5,977,967,5398.

Cate: Mon, 7 Jul 1997 16:50:12 GMT
From: SIMEA <SIMHA%1323%MRGATE%EARTH@mrgw.worldbank.org>

Subject: IBRD and IDA disbursements for FYS7
To: "SHRI SIMHA%ALSWBWASH"@mrgw.worldbank.org
Message-id: <G20C018A407JUL1957125011C09*@MHS>

MIME-varsion: 1.0

Content-type: TEXT/PLAIN; CHEARSET=US-ASCII
Delivery-date: Mon, 7 Jul 1957 16:46:00 GMT
Posting-date: Mon, 7 Jul 1297 16:50:12 GMT

Importance: normal
Al-type: MAIL

IBERD and IDA Gross Disbursements by Region for FY27
All Amounts in USS

Region Name

AFRICA

EAST ASIA AND PACIFIC

EUROPE AND CENTRAL ASIA
LATIN AMERICA AND CARIBEBEAN
MIDDLE EAST AND NORTH AFRICA

Disbursement

2,475,304,3¢98.
4,138,415,332.
4,452,941,567.
5,017,828,872.
1,214,244,513.

page



OTHER
SOUTH ASIA

sum

7 rows salected.

July 7, 1997
i

IBRD and IDA Gross Disbursements by Sector for FY97

Sector Name

Agriculture

Education

Electric Power & Other Energy
Envircnment

Finances

Industry

Mining

Multisector

01l & Gas

Population, Health & Nutrition
Public Sector Management
Sccial Sector
Telecommunications
Transportation

Urkan Develcpment

Water Supply & Sanitation

July 7, 1997

IBRD and IDA Gross Disbursements by Sector for FY97

Sectcr Name

17 rows selected.

1l; 566,239, 32

2,673,109,634.29

19,887 411,258 .18

Disbursement
2,353,444,224 .27
1;713,788,688.83
2,442,265,152.04

575,244,925.94
L BT8,272,307 .68
209,449,304 .05
704, 513 ,235.55
1,786,325,801L.13
564,390,696 .25
1,097,218,442 .49
1,342;07%7,387 .26
755,694,860.45
253,186,110 .35
2,452,462,535.4°5
1,081, 202, 173 .43
985,210,493.69
1L, 568, 338 .32

Disbursement

19,987,411.,258.18

page

page

To: David M. Theis
cc:  Luisita |. Guanlao






JOHN

DONALDSON
07/09/97 09:51 PM

To: Mark Malloch Brown/Person/World Bank@WorldBank, Matthew F. Mchugh/Person/World
Bank@WorldBank, Sven Sandstrom/Person/World Bank@WorldBank, Paula Donovan/Person/World
Bank@WorldBank, Judith A. Maguire/Person/World Bank@WorldBank, Michael R. Lav/Person/World
Bank@WorldBank, Peter L. Stephens/Person/World Bank@WorldBank, Klas S. Bergman/Person/World
Bank@WorldBank, Craig Mauro/Person/World Bank@WorldBank

e Jan Piercy/Person/World Bank@WorldBank, Michael Marek/Person/World Bank@WorldBank

Subject: House Appropriations Markup

The House Appropriations Committee met this afternoon and ordered reported to the full House
their version of the FY98 Foreign Operations Appropriations bill. With the exception of four pieces
of report language and a technical amendment, offered by Chairman Callahan with Democratic
clearance, no amendments to the Subcommittee bill were approved. The only substantive
amendment offered and debated was by Rep. Torres, and sought to prohibit funding for the School
of the Americas (a perennial issue}. The amendment was defeated, 21-23, after heated debate.

Despite the fact that the Subcommittee bill was approved with only very minor and -- for us --
irrelevant changes, there are a number of very significant points to mention from the day's events.

First, the troubling language on the release of the ITF funds as a condition on release of the
appropriations has been resolved, using the language which we prepared and which was cleared
with Treasury. The appropriation is still contingent on the release of all of the setaside ITF funds,
but no figure, in either dollars or SDRs, is mentioned.

Second, Chairman Callahan and Ranking Democrat Pelosi both made specific reference to IDA in
their statements -- both suggesting very strongly that upward adjustments on the funding level
could be realized later in the process. Chairman Callahan, as we have believed to be the case for
some time, is intent on bringing a bill to the House floor which is less, in real terms, than the bill
approved last year. However, he has made it perfectly clear that he expects that the bill will
increase in conference with the Senate.

Here are excerpts from Callahan's opening statement (a full copy of the statement will be faxed to
you on Thursday):

"Mr. Chairman, the Foreign Operations Subcommittee brings you a bill that does four things: It is
less than last year's bill; it gives the President and the Secretary of State maximum flexibility; it
reflects the vast majority of the concerns that Committee members shared with me and Mrs. Pelosi;
and it preserves the Child Survival and Disease Programs Fund and increases it by $50 million.

"The Administration's request is $16.8 billion. The subcommittee's discretionary allocation is $12.5
billion. Our recommendation is $12.267 billion, or $87 thousand less than the fiscal 1997 enacted
total.... The Senate allocation for this subcommittee is $13.2 billion -- $700 million more than the
House. So we have reserved $233 million from our allocation for the inevitable compromises we
will have to make in conference, especially for OPIC and IDA.

"QOur recommendation does not include the Administration's $3.5 billion New Arrangement to
Borrow (or NAB), the US share of a stand-by international loan for the International Monetary Fund.
That $3.5 billion accounts for most of the difference between the Subcommittee recommendation
and the Administration request. Under the Congressional Budget Resolution, inclusion of the NAB
in a bill or conference report filed by this Committee will automatically cause the Committee's 602



allocation to be increased by $3.5 billion. This is similar to other provisions in the VA-HUD and
Commerce-Justice-State bills, and for the multilateral banks in this bill.

"The request for IDA is $1.034 billion. The Subcommittee recommends $606 million for IDA,
which is $94 million less than the current level. | am willing to look at this again when all IDA
procurement is open to American companies.... As with the NAB, the Budget Resolution
automatically adjusts our discretionary allocation for any IDA appropriation above $800 million. As
the Senate has $950 million for IDA, that is $150 million {the amount above $800 million) that will
be added to their allocation. The Budget Resolution also provides for an automatic increase in our
allocation if the conference agreement includes $50 million in past due payments for the Asian
Development Fund and $30 million for the Inter-American Bank's Multilateral Investment Facility."

Mrs. Pelosi made the following peints during her opening statement:

The bill contains compromises on a number of controversial accounts. She commends the
Chairman, but has some remaining concerns which she will seek to address "as the process
continues.”

Primarily, she is concerned that the total level of funding for the bill is less than the President's
request. The Budget agreement with the White House called for full funding for the President's
international affairs request, and this falls short of that -- at least at this point.

She has specific concerns about a number of accounts: |IDA, the GEF, funding for the NIS, and the
African Development Fund. She has praise for the funding for the remaining MDB accounts, which
she noted is a "high priority for the Secretary of the Treasury," and for funding for Latin America
and Africa in the bill.

It is clear from the dynamics of the markup that we have several reasons to be optimistic that the
ultimate level of funding for IDA by the conference committee will be much better than the current
level in the House bill. Indeed, the provisions of the Budget Resolution will maintain the option for
full funding into conference. There remains the danger that some restrictive amendments could be
offered in either the House or Senate when the bills are considered on the floor. In both the case
of the House and Senate, it is possible that the legislation will be on the Floor by the end of next
week. We will be working closely with the Treasury Department to prepare for any possible
amendments on the Floor, although none are known at this time.



Statement by Chairman Callahan
Full Committee Markup
July 9, 1997

Mr. Chairman, the Foreign Operations Subcommittee brings you a bill
that does four things:

it is less than last year’s bill;

* it gives the President and the Secretary of State maximum flexibility; and
* it reflects the vast majority of the concerns that Committee members
shared with me and Mrs. Pelosi.

* Italso preserves the Child Survival and Disease Programs Fund and

increases it by $50 million.

The Administration request is $16.8 billion. The subcommittee’s
discretionary allocation is $12.5 billion. Our recommendation is $12.267
million, or $87 thousand less than the fiscal 1987 enacted total.. Since we
have agreed not to report a bill to the House that increases foreign aid, we are

$4.577 billion below the request.

The Senate allocation for this subcommittee is $13.2 billion, --$700
million more than the House. So we have reserved $233 million from our
allocation for the inevitable compromises we will have to make in conference,
especially for OPIC and IDA. I also want to note how some provisions that
Chairman Kasich put in the Congressional Budget Resolution may affect this

bill as it moves through the appropriations process.



Our recommendation does not include the Administration’s $3.5 billion
New Arrangement to Borrow (or NAB), the U.S. share of a stand-by
international loan for the International Monetary Fund. That $3.5 billion
accounts for most of the difference between the Subcommittee
recommendation and the Administration request. Under the Congressional
Budget Resolution, inclusion of the NAB in a bill or conference report filed
by this Committee will automatically cause the Committee’s 602 allocation to
be increased by $3.5 billion. This is similar to other provisions in the VA-

HUD and Commerce-Justice-State bills, and for the multilateral banks in this
bill.

The Banking Committee is expected to report an authorization for the NAB
later this month. It is in the Senate bill, and if the Administration works at
explaining this to the House and the American people, it is something we will

consider in conference.

The request for IDA (the International Development Association of the
World Bank) is $1.034 billion. The Subcommittee recommends $606 million
for IDA, which is $94 million less than the current level. I am willing to look
at this again when all IDA procurement is open to American companies. At
the moment American companies can not compete for at least $1 billion

worth of contracts.

As with the NAB, the Budget Resolution automatically adjusts our
discretionary allocation for any IDA appropriation above $800 million. As

the Senate has $950 million for IDA, that is $150 million (the amount above



5800 million) that will be added to their allocation. The Budget Resolution
also provides for an automatic increase in our allocation if the conference
agreement includes $50 million in past due payments for the Asian
Development Fund and $30 million for the Inter-American Bank’s

Multilateral Investment Facility.

In most other respects, our bill does not differ a great deal from last
year’s bill.
We provide $752.6 million for export and investment programs, but we defer
action on the $60 million subsidy appropriation for OPIC (the Overseas
Private Investment Corporation) until the authorizing committee takes some

action to extend the sunset provision that shuts OPIC down on September
30" of this year.

There is $2.045 billion for bilateral development assistance, of which
$650 million is for the Child Survival and Diseases Programs Fund. The
increase of $50 million is for efforts to fight infectious diseases. Again, this
year we include at least $100 million for UNICEF in the Child Survival

account, and have included language to preserve UNICEF s independence.

We have not made any changes in last year’s language for Israel and
Egypt. As before, there are no earmarks anywhere in the bill. There is no
specific language for Jordan in the bill, other than the final $27 million for
debt rescheduling. Mrs. Pelosi and I are working with the Administration on

how to help Jordan, but I want to make clear that I am not willing to increase



the overall amount for the Middle East. I believe that the Administration

understands and agrees with that.

I know that several of our members would have liked to fund several of
the multilateral banks at higher levels. We couldn’t do that and stay within

last year’s level. I know we will look at those levels again in conference.

We have no bill language reserving specific amounts for Africa or for
Latin America. Our report directs that an additional $20 million provided for
Development Assistance go to Latin America. It also increases funds for the
Africa Development Foundation and the African Development Fund. We
think that 1s fair and equitable.

Finally, we responded to the many requests for more microenterprise
funding by directing AID, in report language, to use at least another $10

million for microenterprise.

Mr. Chairman, at the appropriate time, I will offer an en bloc

amendment that has been cleared by the ranking minority Member.,



FUNDING LEVELS FOR MDB ACCOUNTS IN HOUSE FOREIGN
OPERATIONS BILL, COMPARED TO SENATE AND REQUEST

(As of June 25, amounts in US$ millions)

Account FY1997 Clinton Request Sen.Bill
IDA $700 $1.,034.5 $950
GEF $335 $ 100 $ 60
IDB $25.6 $ 256 $25.6
FSO $10 $ 20.8 $20.8
MIF 3275 $ 30 $ 30
ADB $13.2 $13.2 5132
ADF $100 $150 5140
AfDF $0 § 50 $0
EBRD §11.9 $358 $35.8
NADBank  §$56 $56.5 $ 56.5
MEDBank $0 $52.5 $0
(transfer from ESF)
IMF ESAF $0 §7 $0

IMFNAB  $0 $3,521 (BAonly)  $3,521

[0&P $ 269.9 $299 $277

* Chairman indicated in opening statement that [DA arrears would be
addressed "at the appropriate time" under the provision of the Budget
Resolution that allows funding of arrears outside allocation ceilings.

*# Report Language that states that funding request is for arrears, and
that the request will be dealt with under the provision which addresses
that issue.

*** Report Language that states that $50 million of funding request is for

arrears, and will be dealt with under the provision which addresses that
issue.

*#%* The NAB is not mentioned in the Chairman's markup notes.
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OECD: ODA HITS RECORD LOW, PRIVATE FLOWS REACH RECORD HIGH

Official development assistance (ODA) flows from OECD member countries fell to a record
low in 1996, according to preliminary OECD statistics published in June. The drop in ODA
coincided with a record rise in private capital flows to developing countries.

The OECD’s preliminary figures brought bad news to ODA advocates. The
figures show that total net ODA fell to $55.1 billion in 1996 from $58.9 billion the vear
before, marking a 4 percent drop in real terms. Meanwhile, the average ODA/GNP ratio
sank to 0.25 percent in 1996 from 0.27 percent in 1995. representing the lowest ratio
recorded in the nearly 30 years since the UN established the 0.7 percent goal.

But while ODA fell in 1996. the OECD numbers confirm the growing importance
of private capital flows to the Third World. The OECD. which based its numbers on
both its own figures and data from the Bank of International Settlements, estimates
private flows leaped by $80 billion in 1996, pushing the total annual flows to some $234
billion. That represents a 40 percent rise from 1995. In real terms, the OECD says,
private flows are now higher than their previous peak in 1981, before the Mexican debt
Crisis.

The fall in ODA and the sharp rise in private flows have dramatically changed the
makeup of net resource flows to developing countries. In 1988, for example, official
flows accounted for 64 percent of overall transfers while private flows made up the
remainder. But last year, official flows accounted for onlv 22.6 percent of overall flows
while private flows made up 76.2 percent.

Much of the global decline in ODA in 1996 was due to Japan's reduction of aid
by 25 percent in real terms, the OECD figures show. This was caused by a sharp drop in
Japanese contributions to multilateral agencies and significantly lower net flows of
bilateral ODA loans due to rising repayments. But Japan was not the only OECD
country to contribute to the ODA decline. Australia, Austria, Canada, France and
Portugal also turned in lower ODA figures for the year.

While ODA fell overall, though, there were some signs of hope. Aid rose in real
terms in 10 of the 21 Development Assistance Committee member countries in 1996.
These included several countries which had seen falling ODA levels in previous vears,
such as Finland, Germany and Sweden. The biggest gains came in Italy and the US, both
of which made up for low contributions to multilateral agencies in 1995. Italian aid
Jumped 33.9 percent and US aid rose by 20.6 percent in 1996.

Overall, Japan remained the number one aid donor in real terms. But the rise in
US contributions pushed the US up from the number four spot in 1995 to the number two
ranking in 1996. France, meanwhile, fell from its number two spot to number four
behind Germany which stayed at number three in real terms. In ODA/GNP rankings,
Denmark remained the top aid donor. followed by Norway, The Netherlands, Sweden and
France. The OECD’s preliminary figures come out every June. The formal report
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showing the final statistics for 1996 will be published in January, with full analyses of
individual country performances. .
Following are some charts based on the
OECD statistics.
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