THE WORLD BANK GROUP ARCHIVES

PUBLIC DISCLOSURE AUTHORIZED

Folder Title: President Wolfensohn - Briefing Materials for President's Speeches -
Lecture - Paul Hoffman - May 29, 1997 - File Contains Photographs

Folder ID: 30487930

Series: Speaking engagement briefing materials
Dates: 10/11/1995 — 05/29/1997

Subfonds: Records of President James D. Wolfensohn
Fonds: Records of the Office of the President

ISAD Reference Code: WB IBRD/IDA EXC-13-09

Digitized: 07/24/2025

To cite materials from this archival folder, please follow the following format:
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level
Label as applicable], World Bank Group Archives, Washington, D.C., United States.

The records in this folder were created or received by The World Bank in the course of its business.
The records that were created by the staff of The World Bank are subject to the Bank’s copyright.

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers.

Er"i a
a=Eg

THE WORLD BANK

Washington, D.C.

© International Bank for Reconstruction and Development / International Development Association or
The World Bank

1818 H Street NW

Washington DC 20433

Telephone: 202-473-1000

Internet: www.worldbank.org

PUBLIC DISCLOSURE AUTHORIZED



[T

R2002-036  Other# 37 Box#: 186487B
President Wolfensohn - Briefings Books for Presidents Meetings - Speeches -
Lecture - Paul Hoffman - May 29, 1997 - File Contains Photographs

O



Lecture: Paul Hoffman
(JDW Remarks)

Thursday, May 29, 1997
6:00 - 6:30 p.m.
UN Trusteeship Council

New “ork




Archive Management for the President's Office

IEdit JPrint

A. CLASSIFICATION

Document Log

Reference # : Archive-01459 | \2 4

(B) (JDW & ERW)
VENUE: UN - TRUSTEESHIP COUNCIL

212-968-1410

"DRAFT" PROGRAM:

6:00-6:10 P.M.: SEATING OF GUESTS
6:10-6:13 P.M.: |. KAUL - WELCOME

7:30 P.M.: J.G. SPETH - CLOSING

EXC: CA // ALl (5/19)

- Agenda

- Outline

- Speech

- Guest List

- Money Matters Institute
- Photos

B. SUBJECT: LECTURE: PAUL HOFFMAN // JDW TO MAKE REMARKS //

CONTACT: ALFREDO SFEIR-YOUNIS @ 212-986-7838 // JULIANA @

6:13-6:18 P.M.: ALICE RIDLEY SIDIBE (SINGER)

6:18-6:25 P.M.: J.G. SPETTH - WELCOME

6:25-6:30 P.M.: K. ANNAN - WELCOME

6:30-6:33 P.M.: J.G. SPETH - INTRODUCTION

6:33-7:05 P.M.: J. WOLFENSOHN - LECTURE

7:05-7:06 P.M.: J.G. SPETH - AWARD PRESENTATION
7:07-7:29 P.M.: DISCUSSION (Q&A) // Assisted by R. Jolly

(B) ALFREDO SFEIR-YOUNIS // DUE: MONDAY, MAY 26
(B) SPEAKING POINTS - CAROLINE ANSTEY

Brief Includes Note to Mr. Wolfensohn from Jane Armitage, May 28, 1997,
"Your Visit to New York - Thursday, May 29, 1997" and tabs:

DATE: 05/29/97

C. VPU

Corporate Regional

D. EXTERNAL PARTNER

Central

Affilliates

g



E. COMMENTS:

File Location

Cleared By

Caroline Anstey

Date:
06/03/97

iView Update History







a

UNITED NATIONS V
DEVELOPMENT PROGRAMME \‘“
s

N
QV PROGRAMME DES NATIONS UNIES

yl\// POUR LE DEVELOPPEMENT
<z

PauvL HorFMAN LECTURE 1997

“ProprLE First” ~ JAMES D. WOLFENSOHN




The Administrator of the United Nations Development Programme

cordially invites you to attend the

1997 Paur HoFFMAN LECTURE

“PreopLE FIRsT”
by
James D. WOLFENSOHN
PRESIDENT OF THE WORLD BANK
Former President & CEO of James D. Wolfensohn, Inc.

Director of the Business Council for Sustainable Development
Chairman of the Institute for Advanced Study at Princeton University

Chairman, Board of Trustees of the John F. Kennedy Center for the Performing Arts

Thursday, 29 May 1997 ~ 18:00-19:30 hours
Trusteeship Council Chamber, United Nations

Security requires this invitation for admittance to UN Secretariat premises



@ Printed on recycled paper






&
53¢
£ A5

Fega¢






G gal M/ 5747



PAUL HOFFMAN LECTURE

KOFI ANNAN - GUS SPETH

'PAUL HOFFMAN - STUDEBAKER
‘50 ANNIVERSARY MARSHALL PLAN
- EUROPEANS HELP THEMSELVES - BASED ON THE PEOPLE NOT

CHARITY
- COMMON PURPOSE - PARTNERSHIP - TRANSATLANTIC ALLIANCE

BUT NOT TWO WORLDS - EUROPE CANNOT EXIST WITHOUT
DEVELOPING WORLD

4-7 BILLION OUT OF 5.6 BILLION
8 BILLION IN 30 YEARS

ECONOMICS - 50% GDP
40% GROWTH WORLD TRADE
BY 2010 - 40% OF CONSUMPTION
18% GDP TODAY - 30% BY 2020
5-6% GROWTH DOUBLE OECD

ENVIRONMENT

HEALTH

MIGRATION - 30 MILLION REFUGEES
CIVIC

WARS

DRUGS

FAMINE

SOME IMPROVEMENT - LIFE EXPECTANCY MORE IN 40 YEARS THAN
PREVIOUS 4000. EVEN IN S.S.AFRICA INFANT
MORTALITY DOWN 30%. LIFE EXPECTANCY UP
8 YEARS.

WITHIN THIS WORLD - PEOPLE - THE SAME

MALI - MOTHER - UNIVERSITY
UZBEKISTAN - POVERTY BUT CULTURE
INDIAN SLUMS - NOBILITY
PALESTINIAN REFUGEE CAMPS

CULTURE, HISTORY
AFRICA - FAMILY VALUES



RELIGIOUS LEADERS - HINDU
RUINING COMMUNITY

ESSENTIAL MACROECONOMIC PLANS
GOOD GOVERNANCE
1% GDP OF AID - 0.4% GROWTH

e DECLINE IN INFANT MORTALITY 0.8%

1980 - 1993 - GREAT VARIETY
OECD 2% GROWTH - LOW INCOME 0.1%
SINGAPORE 1965 - $3,900 TO $28,000
S. KOREA $1,100 $10,100 - OECD

BUT SOME PER CAPITA INCOMES HAVE HALVED AND 72 POOREST
COUNTRIES HAVE BEEN AT WAR.

BUT REGARDLESS OF OVERALL GROWTH - INEQUITABLE
DISTRIBUTION

- 56% OF POPULATION < 5% INCOME

- 1960 TO 1990 RICHEST 20% GREW 3X POOREST 20%

EXAMPLES: GUINEA BISSAU 1992 - POOREST 20% - 2.1% INCOME
RICHEST 59%
GUATEMALA POOREST 10% - 0.6%
RICHEST 46%
CHINA URBAN GUANGDONG 9 TIMES
RURAL GANSU RESIDENT

BUT CAN BE CHANGES IF POLICIES OR POPULATION GROWTH OK

INDIA IN NEXT DECADE - 3% SHARED GROWTH
WILL HALVE THE POOR

WHEREAS AFRICA WILL TAKE 6%
AND YOU NEED 10%

REAL CHALLENGE

1.3BILL<S§1

30BILL<$2

140 MILL KIDS - 80 MILL GIRLS - NO SCHOOL

50% LITERACY IN ADULTS - S.S.A. AND SOUTH ASIA

BANK CHANGING TO GET TO PEOPLE

1) EFFECTIVENESS NOT VOLUME



2)
3)
4)
S)
6)

LISTEN

COUNTRY - REGION - TOWN SPECIFIC
CANNOT DO IT ALONE

PARTNERSHIP - INSTITUTIONAL, PEOPLE
PROJECTS GEARED TO PEOPLE

JUDGED BY RESULTS

PROBLEM OF MEASUREMENT

FRAMEWORK

INSTITUTIONAL - 44 BILL
PRIVATE SECTOR - 244 - HALF TO 5 TIMES

140 OF 166< 5%
75% - 12 COUNTRIES

CIVIL SOCIETY
GOVERNMENTS

PEOPLE - IN DEVELOPED COUNTRIES

AND DEVELOPING COUNTRIES

OWNERSHIP 121 WATER SUPPLY PROJECTS

EXAMPLES

49 COUNTRIES
8% SUCCESSFUL WITHOUT PARTICIPATION
65% SUCCESSFUL WITH PARTICIPATION

EDUCATION - INDIA - NE BRAZIL
HEALTH - COMMUNITY - INDIA
SEWERAGE - EGYPT

MICRO CREDIT

DECENTRALIZATION OF BANK

KEY

- NGO’S - 50 OFFICES

EDUCATION AND HEALTH
COMMUNICATION

WOMEN
ENVIRONMENT - PROTECTION OF OUR PLANET

SAFETY NETS
CULTURE - FAMILY - RELIGION - COMMUNITY

FAVELAS
PEACE
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Foreword

aul Hoffman was—and still is—an
icon for many of us working in development.

First, he was a man of determination. From modest beginnings in Illinois
more than a century ago, Mr. Hoffman rose from the position of porter in
an auto agency to eventually lead one of America’s then-most powerful
automotive manufacturers, Studebaker. He took on the company during
difficult times in American history and breathed new life into it, guiding it
to the very top of the industry.

But he was also a man of foresight. During World War II, while still at
the helm of Studebaker, he knew that the battles would eventually end and
that thousands of soldiers would be returning home from Europe and the
Pacific. Soldiers would need jobs and a chance to rebuild lives set back by
war and the Great Depression. A strong post-War America would depend
on a solid economy and a population that had access to opportunity. So
Hoffman joined forces with other industrialists to set up a nationwide com-
munity-based program to generate jobs for the returning troops through
the conversion of military-based industries to civilian purposes. His work
contributed to America’s amazing post-War economic boom and the
smooth transition from war to peace.

Hoffman was worldly. By that I mean he had an unmatched world view.
He appreciated that America was not an island, that its well-being was
linked to the well-being of all parts of the globe.




In response, he accepted the challenge of administering the Marshall
Plan. He knew that the war-ravaged countries of Europe and Japan would
never see an enduring peace without genuine hope for a better future. Sta-
bility abroad required assistance from home. Stability at home required sta-
bility abroad. Through his leadership, countries were rebuilt and have
become among the world’s most prosperous nations.

Perhaps Hoffman’s views on this could be summed up in something he
said years ago but which is still valid today:

“It is poverty of opportunity rather than just poverty itself which causes
so much suffering and discontent. And it is through alleviating poverty
of opportunity that development truly becomes a peace-building
process.”

Hoffman continues to be an inspiration to all of us who either knew him
or knew of his work.

In many ways, Hoffman’s life is a symbol for—or a reflection of—our
world today.

Motivated by his deep personal commitment to the betterment of peo-
ple at home and abroad and his insights about the world around him, Hoff-
man did everything in his power to help bring peace to a world rocked by
years of war. And by anyone’s standards, he succeeded.

Today, we are hoping to see a similar success. Our world is plagued by
the chaos brought on by Cold War politics and colonial meddling. We now
seek to end that chaos and replace it with peace.

The United Nations is charged with much of the responsibility for
bringing calm to our troubled planet, with the responsibility for guiding all
countries from war to peace.

With the Cold War over, the United Nations now has that opportu-
nity. But it must not pursue its goal solely through peacekeeping forces
and debates in the Security Council. It must pursue it through
development.

As Hoffman knew, lasting peace can only be built on a lasting founda-
tion of development. Falling living standards, lack of opportunities and an
absence of hope are a recipe for conflict and the disintegration of society.
Higher standards of living and a chance for a better tomorrow defuse the
rage brought on by a world without opportunity for change.

vi

It is time that the UN reclaim its original mandate to promote global

peace through economic and social advancement. It is also time that all

i in achieving this great goal.
countries support the UN in ac ! .
If the UN is to succeed in promoting peace n our post Cold War
i t become a unified force for development. '
’ mluinoi\?(zhat Hoffman envisioned a UN not armed with peacekeepe‘rs
inted white but one armed with ideas, resources and the abil-
ty. His legacy are our efforts

World,

and tanks pa .
ity to guide countries from poverty to prospert

to bring his vision to reality.

Fames Gustave Speth
Administrator, UNDP
11 October 1995

vii



aul G. Hoffman

Biography
of Paul G. Hoffman

aul G. Hoffman, appointed Adminis-
trator for the United Nations Development Programme (UNDP) in 1966,
was a man whose unwavering faith in humanity inspired and shaped his
times.

Hoffman grew up in the small town of Western Springs, Illinois.
Spurred on by his ambition to become a car salesman, he quit the Univer-
sity of Chicago in 1909 to take a job in a Chicago auto agency. There he
started out as a porter, but soon moved up to apprentice salesman. He
moved to California in 1911 as a salesman for the Studebaker Corporation.
His talent became apparent very quickly as he began winning every national
sales contest held by Studebaker in those years.

In 1917, Hoffman went into the U.S. Army and attained the rank of
artillery lieutenant. After his discharge, he acquired the Studebaker dealer-
ship in Los Angeles; and by 1925 he had made his first million. In 1935, he
was named President of the Studebaker Corporation, an office he held for
13 years.

Hoffman conceived of the idea of the Committee for Economic Devel-
opment (CED) in 1940 in order to establish a mutually beneficial relation-
ship between businessmen and economists. As Chairman of the Board of
CED, he strove to help American industry plan for a smooth conversion
from a war economy to a peace economy.




His involvement in international development began in 1948 with an
appointment, by President Truman, as Administrator of the Marshall Plan.
Through a co-operative operation, he succeeded in increasing European
agricultural production by 20 per cent and raising industrial productivity
by 40 per cent over pre-war levels.

Paul Hoffman resigned from his post in 1950 to serve for two years as
President of the newly-formed Ford Foundation. During that period the
Foundation undertook major new initiatives on both the domestic and the
international scene. Hoffman was instrumental in creating the Fund for the
Republic, an independent corporation set up by the foundation specifically
for work in the fields of civil liberties and civil rights. In 1953, he accepted
the invitation to become Chairman of the Board of the Fund, resigning
from his post as President of the Ford Foundation.

In 1956 President Eisenhower appointed Hoffman to the United States
Delegation to the United Nations. In this capacity, Paul Hoffman turned
his attention to the economic needs of developing countries. In 1959 he
became Managing Director of the newly formed United Nations Special
Fund.

Hoffman insisted from the outset that the Special Fund would assist a
project only if the country involved, no matter how poor, also made a con-
tribution. The Special Fund, whose basic principles were later used as the
basis for the establishment of the United Nations Development Pro-
gramme, was a semi-autonomous agency that made pre-investment grants
to projects rather than to countries. Hoffman’s goal was to achieve a 25 per
cent increase in per capita income in the developing world in the course of
the 1960%.

On January 1966, Paul Hoffman assumed the post of Administrator of
the United Nations Development Programme, the world’s largest single
source of multilateral pre-investment assistance. He retired from this post
early in 1972, leaving a rich legacy to the Programme.
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The European Recovery Program

From Harvard to Paris to Washington: Making Marshall’s Plan A
Reality

When Secretary of State George Marshall presented his idea for a plan that would "help
the Europeans help themselves" at Harvard on 5 June 1947, there was already a broad
base of support in both the Truman Administration and in Congress. Thus, despite
opposition from some who favored a harsh peace for Germany and others who feared that
a large foreign aid program would harm the U.S. economy by provoking an inflationary
spiral and depleting stocks of essential commodities, the machinery for the Marshall plan
was in place by early April 1948.

European Responses to the Marshall Proposals

The European countries reacted quickly and enthusiastically to the Harvard speech.
Britain and France were the first to begin bilateral discussions, but were careful not to
offend the Soviet Union. The British were less sensitive on this point than were the
French; on 19 June 1947, the British Foreign Minister announced that Europe would go
ahead with work on the American proposal with or without the Soviets, since speedy
action was essential. To smooth possible discord, France subsequently sent a note to the
Soviets expressing interest in discussing the proposal with them.

Soon after they met, Britain and France called a Conference of European Economic
Cooperation, which convened in Paris on 12 July, 1947. Out of this conference was born
the Committee of European Economic Cooperation (CEEC). The Soviet Union was
invited to the conference, but declined. The Soviets pressured Czechoslovakia, Poland,
and Hungary, also invited, to stay away from the meeting. The 16 countries which
attended were Austria, Belgium, Denmark, France, Greece, Iceland, Ireland, Italy,
Luxembourg, the Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey, and the
UK.

The task of the representatives at the Paris meeting was to estimate their national foreign

5/23/97 4:19 PM
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exchange needs and come up with an estimate for the cost of a comprehensive aid
program to submit to the U.S. The draft CEEC report completed in August estimated that
together these countries would have a $29 billion deficit over four years. This estimate
was, however, highly suspect on two counts: statistics on annual production and exports
were very poor, even for a single year; and the figures were the result of compromise
among countries with different ways of measuring their needs, and which may in some
cases have settled higher amounts in order to reach final agreement.

CEEC Country Differences

1. Restriction and controls vs. expansion and freedom: The British excluded nonessential imports from
their calculation in accordance with their austerity program. This policy had the effect of restricting the
development of European trade. Belgium, on the other hand, advocated freedom from internal and
import controls, which encouraged individual enterprise and tended to expand the European economy.
The latter, of course, was more in line with what the U.S. leaders wanted to promote.

2. The future of Germany: France was deeply concerned with the consequences of German recovery,

fearing a resurgent and recidivist power on its border. This put the French at odds with the Dutch, who
were directly dependent on German growth for their own expansion.

Criticism of the CEEC Draft & State Department Conditions

The CEEC report raised concerns in the U.S. that the Europeans were interpreting the
American offer as a traditional "charity" program; previous concessional programs were
broadly judged to be failures. The State Department thus set out six conditions for CEEC
members:

1. specific commitments regarding the fulfillment of major production programs
2. immediate steps to ensure internal monetary and financial stability

3. reduction of trade barriers

4. consideration of other sources of dollar credits, such as the International Bank
5. formal recognition of common objectives

6. establishment of an international organization to coordinate the program

The Europeans responded to many of the American concerns in the final CEEC report of
22 September 1947. The estimated European foreign exchange requirement was reduced
to $22 billion, $3 billion of which would be drawn from the International Bank. The
report also called for the foundation of an Organization for European Economic
Cooperation (OEEC), a permanent agency charged with the coordination of the program
in Europe.

American Preparation for the Marshall Plan

While the Europeans were working on their programs and objectives, the U.S.
government was evaluating the shape, size and feasibility of the plan that it could provide

2 of 9 5/23/97 4:19 PM
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for European recovery. The State Department directed interdepartmental research on
commodity availability in the U.S. and balance of payments problems of foreign
exchange-poor European countries. The result was four reports in late 1947 and early
1948:

1. Department of the Interior (Krug Report): This report evaluated the adequacy of physical resources
that the plan might offer. Special attention was given to commodities in short supply in the U.S. The
report concluded that the U.S. economy could withstand the proposed program.

2. Council of Economic Advisers: This report studied the effect of the unforeseen export burden on
domestic production, consumption, and prices. It concluded that the U.S. had both the industrial and the
financial capacity to support a program that amounted to 2-3% of GNP. "The economy had already
proved its capacity to support an export surplus in excess of that likely to arise under the aid program,
and any general threat to stability in the expanding American system was to be looked for in domestic
financial and economic policy rather than in foreign assistance policy." However, inclusion of
commodities in short supply could bring inflationary pressure. Rather than suggesting the exclusion of
these commodities, the Council called for assiduous coordination of domestic policy and foreign
assistance.

3. Presidentially Appointed Committee (Harriman Committee): This committee, led by Averell
Harriman, included consultants from labor groups and private industry and economists. The report
estimated the cost of European recovery at $5.75 billion the first year and 812-817 billion over four
years, but cautioned that such a long-term forecast was likely to be inaccurate. It recommended that
general policies and limits for assistance be established at the outset of the program, but that actual
allocations of loans and grants should be performed by a new separate government agency, which
would work closely with the State Department.

4. House of Representatives (Herter Committee): This was the broadest of the four studies. Committee
members visited participating countries to study relief needs. Studies were also made of availability of
resources for European needs both in the U.S. and elsewhere. The committee recommended measures 10
protect the American economy as well, and examined the qualifications of different agencies for running
the program. It recommended the creation of an Emergency Foreign Reconstruction Authority.

The findings of the various reports were to be presented in full to Congress in January
1948, but conditions in Europe led President Truman to call an emergency session in
November. Italy and France were about to run out of dollar reserves, and were beset with
strikes and labor unrest. Because both of these countries had relatively strong Communist
parties, the Americans feared that their governments could fall to "totalitarian powers."
President Truman asked Congress for over $500 million for European needs up 31 March
1948. He signed an interim aid authorization on 17 December 1947.

A draft bill for the full plan was sent to Congress one day earlier; Truman’s deadline for
its passage was 1 April 1948. Congress labored to pass the Economic Cooperation Act on
2 April 1948, and Truman signed it the following day. The European Recovery Program
(ERP), as the Marshall Plan was formally named, was legislated as Title I under the
Economic Cooperation Act. The three ERP goals specified by Congress were:

1. "the promoting of industrial, agricultural, and cultural production in participating countries,

2. furthering the restoration and maintenance of the soundness of European currencies, budgets, and
finances, and

3. facilitating and stimulating the growth of international trade of the participating countries with one
another and with other countries by appropriate measures, including the reduction of barriers which
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hamper trade."

A total of $27 billion was authorized for the four-year ERP, which was to be terminated
on 30 June 1952. The aid provided by the program could be grant or loan. The limit on
the loan component was set at $1 billion of the $5.3 billion authorized for the first year of
the Marshall Plan; Congress would annually appropriate the rest of the funds. The
Export-Import Bank was the official lending agency; it administered the approximately
10% of the assistance that was in the form of loans. The ECA, which eventually became
USAID, administered the bulk of the assistance.

The American Administrative Structures

The ECA: Dependent and "Debureaucratized"

The Economic Cooperation Act called for the creation of an Economic Cooperation
Administration (ECA) to administer the ERP. The ECA was established as a separate
agency with equal status to other executive departments . In accordance with the goal of
setting up a debureaucratized agency, its charter was temporary, and it was to be small
and controllable. It was, as Hadley Arkes has described in his book Bureaucracy, the
Marshall Plan, and the National Interest, to "progressively divest itself of its functions."
The ECA was headquartered in Washington and headed by an appointed Administrator
who oversaw evaluations of the needs of participating countries and the progress of their
recoveries. Paul Hoffman of Studebaker Corporation was appointed as Administrator on 9
April 1948—the architects of the Plan wanted a business leader to run the ECA.

In defining the authority of the ECA, Congress closely followed the recommendations of
a report prepared by the Brookings Institution. But rather than making the Administrator
bow to the Secretary of State on all questions of foreign policy, Congress gave both equal
rights to object to a proposed action, and equal access to the President as the arbiter of
disputes. This did provoke some tension between the two agencies, but weekly lunches
meetings for Hoffman and the Undersecretary were useful in smoothing relations. Most
disputes were not important enough to require the President’s attention; Frederick Lawton
of the Budget Bureau was appointed to a position in the White House to arbitrate between
State and the ECA, but left after six months having had nothing to do. To further ensure
coordination, the ECA Administrator sat on the Cabinet-level National Advisory Council
on International Financial and Monetary Problems.

The ECA was first structured to emphasize delivery of essential supplies to Europe.
Deputy Administrator Richard Bissell headed divisions specialized in food, industry,
trade, procurement, and transportation—not dissimilar form how the European Bank for
Reconstruction and Development (EBRD) and World Bank programs for the CIS were
conceived. Later the ECA tried to tie U.S. assistance more closely to country recovery
policies. A division for program coordination was established. A Special Representative
was stationed in Paris to coordinate with the OEEC and with the American country
missions, but the Washington office had final authority. The staff in the office assisted the
Administrator in policy development and operating regulations, including final review
and decision on programs proposed by the participating countries and the OEEC. The
Assistant Deputy Director for Programs was responsible for making recommendations on
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OEEC proposals to the Administrator. The Director of Operations oversaw the work of
the strategic materials, procurement transactions, and transportation divisions.

The ECA financed only dollar trade, when dollars were not available from the
International Bank. During its first year of operations, the ECA expected to finance about
half of the participating countries’ dollar imports, about 5% of total imports. The other
95% would be produced or imported though the nation’s own resources (see the
counterpart fund, below).

A Dependent Agency

The fact that the ECA was rapidly created, and that it was mandated to self-destruct over
four years, almost inevitably made it quite dependent on other established agencies. Even
more so because it was to commit large dollar amounts, which made it subject to close
supervision. It was overseen by the Comptroller General. The Economic Cooperation Act
also provided for the formation of a Joint Committee on Foreign Economic
Cooperation—a watchdog committee reporting to Congress, composed of bipartisan
members for both Houses.

Although its niche of authority in approving ERP allotments went essentially
unchallenged (save for some disputes with Paris or the country missions), ECA operations
remained dependent on other agencies. First, the ECA architects had other agencies—the
Departments of State, Commerce, and the Treasury, as well as the Export-Import Bank
and a group of New York bank officials—establish the procedures for handling letters of
commitment. Their system confirmed the status of the ECA as their creature.
Furthermore, at the end of the first quarter of ECA operations, these other agencies had
distributed about one-third of the program expenditures charged to it. This fell somewhat
after the ECA got on its feet in 1948.

But the ECA continued to rely on other agencies for special services. The Army was
responsible for procurement in occupied areas; the Department of Labor compiled a
handbook of labor statistics and manpower analyses; the Department of the Interior
studied the availability of U.S. mineral resources; and the Department of Commerce
compiled export statistics. Because the Congress had set a ceiling on ECA administrative
expenses, the Budget Bureau played an important monitoring role in seeing that these
other agencies did not overcharge the ECA account.

One area in which the ECA operated fairly independently was procurement. At the close
of the first year of operation, about 84% had gone through private channels, with the other
16% done via the Commodity Credit Corporation, which held surplus agricultural stocks
designated for the ERP.

Many have been critical of the ECA’s operations beyond the simple authorization of
funding, particularly once its Washington staff ballooned to 938 in January 1950. While
less than 10% of these people were under the Assistant Administrator for Operations, 522
were billed as administrative staff. The ECA’s efforts to perform detailed commodity
screening failed, largely because even if an order was not approved under the ERP, the
buying country could use its own foreign exchange to purchase the goods. The
Washington headquarters thus abandoned this goal and began authorizing procurement in
broad commodity categories. According to some, the only "real" operations carried out by
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the ECA were technical assistance (now a major component of multilateral development
bank assistance) and strategic materials monitoring. The latter operation was actually
quite poorly staffed.

Office of the Special Representative

The Office of Special Representative (OSR) was established in Paris to communicate
with the OEEC. The individual U.S. country missions reported to the ECA through the
OSR. Averell Harriman, Secretary of Commerce at the birth of the ERP, was selected to
be the first Special Representative (Pamela Harriman, his wife, is now the U.S.
Ambassador to France).

The OSR saw itself more as a theater command with a good amount of leeway for its
operations rather than a delegation dependent on Washington for its authority. It
successfully insisted on close supervision of the missions, although Washington’s
preference was to allow them to operate more independently. However, State Department
officials made the case that the independence and authority of the OSR attracted
competent and motivated people and that the organization was able to establish good
relations with the OEEC.

Though it was originally conceived as a 30-40 person staff, by 31 March 1953, the OSR
staff had burgeoned to 630 Americans and 825 locals; the Paris office accounted for
almost 50% of the administrative costs of the entire European operation. Many of these
personnel worked closely with OEEC country representatives in evaluating national
statistics, projections of trade and production, and the countries’ recovery programs
(evident precursors of the OECD), but the OEEC eventually dropped its programming
functions because European officials became frustrated with the least common
denominator solutions coming out of the OEEC.

Bilateral Agreements and Country Missions

To set up the country missions, 16 bilateral agreements had to be negotiated by the State
Department. Draft agreements were submitted to all OEEC countries in late May 1948.
They included general political and economic provisions required by the Economic
Cooperation Act and specific undertakings to establish counterpart funds and to receive
special ECA missions.

Two particular European objections were raised in response to the draft agreements. All
European officials objected to the requirement to consult the IMF regarding exchange
rates whenever the U.S. thought it necessary, because this would give the U.S. power to
push devaluations. Britain and France objected to MFN status for Germany, Japan and
other U.S.-occupied areas. Though the underlying reason was probably a prescient fear of
competition from Japan and Germany, the objection against granting MFN to Japan was
raised on the basis that Japan is not European.

In the end, European countries committed to maintaining and stabilizing confidence in
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their currencies and to balancing their national budgets. The MFN clause was also
dropped and replaced with a separate protocol. The British withheld MFN from Japan and
South Korea; the French only granted it to western zones in Germany, and retained the
power to retract it with six month’s notice.

By the end of the allotted three-month period for ratification, agreements were signed
with all but Turkey, the U.K., and Switzerland (an unlikely candidate for assistance,
which eventually dropped its request, but remained an active OEEC participant). The
signed agreements provided for:

1. The Purpose of the ERP;

2. Assistance and Cooperation,

3. General Undertakings;

4. Guarantees;

5. Local Currencies,

6. Access to Materials,

7. Consultation and Transmittal of Information,
8. Publicity,

9. Missions;

10. Definitions,

11. Entry in Force, Amendment, Duration.

For Germany, the Bizonal Economic Council was the operating unit. The OEEC
originally proposed that all funds provided for Germany would be on a loan basis, with no
grant portion; the counterpart fund proposal for Germany was much smaller than for other
countries at first, but once French resistance was overcome, a better compromise was
reached. Representation of Germany was initially a problem because the ECA wanted a
representative from each zone, but General Lucius Clay, the U.S. military governor,
refused that idea. Finally it was decided that a sole representative would be based in
Frankfurt. When the Federal Republic of Germany (FRG) was established in 1949, a
Deputy Chancellor handled Marshall Plan funds.

The Mission Chiefs in each country were second only to the ambassador. The size of the
Mission staffs varied, ranging from under ten to about 100. The average was about 30.

The European Administrative Structures

The OEEC

At the second meeting of the CEEC in March 1948, France called for the establishment of
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a permanent regional organization to coordinate the European recovery. The organization
would also have the longer term working objective of working toward a united Europe.
The French wanted a formal organization with an executive board that would be active
between larger conference meetings, and an International Secretariat with a Secretary
General to coordinate country activities.

The British largely agreed, but wanted a looser consultative organization. They did not
want to give the ECA and the new European entity joint executive authority in the
distribution of aid and the stimulation of the European economy, but rather wanted the
U.S. to work with the European countries on a bilateral basis. As in the long history of
debate over the EU, they did not want to compromise national sovereignty.

The result was an April 1948 compromise: the new OEEC was to draw up and implement
a joint recovery program to end reliance on outside assistance. The organization would
work toward establishing a European Payments Union (EPU) to stabilize the impact of
financial fluctuations on intra-European trade and lower reliance on dollar foreign
exchange. It was also to move toward reducing trade barriers. The OEEC would review
action taken by individual countries and report its findings.

The OEEC had a three-part machinery:

1. A Council representing all participating countries;

2. An Executive Committee of seven members elected by the Council to conduct business when it was not
in session, and

3. An International Secretariat with a Secretary General.

Decisions in the OEEC required unanimity of all countries.

The 16 ERP member nations first met under the OEEC mantle in Paris on 15 April 1948
to come to the final determination of their national needs, just before the U.S. Congress
passed the appropriations bill. The OEEC concluded that Europe needed Germany as
much as Germany needed Europe The American and British Occupation Zones (the
Bizone) were first added to the OEEC; the French zone was included soon thereafter. The
new FRG entered the OEEC in the second quarter of the second year of the Plan, on 30
June 1949. Canada and the U.S. later joined as associate members.

The sectoral priorities set by the OEEC were mining, transport, manufacturing, food,
housing, clothing and human necessities; these were closely mirrored in the division
structure of the ECA. Each country set up a National Office to liaise with the Paris OEEC
headquarters and with the American ECA officer for that country.

Initially, in preparing the first allocations, the members seemed truly dedicated to
working toward the best European solution, rather than meeting their own national
priorities. In the end, however, the OEEC proved to be a rather ineffectual organization,
though it did provide needed coordination at the outset. But in the end Washington
became cynical about the fairness and accuracy of OEEC allotments, and particularly to
the reluctance of the French and others to dedicate a greater share to the German
recovery. Even then, British reservations emerged as the major obstacle to efforts toward
European integration. The EPU, also resisted by the British, but strongly advocated by the
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U.S., was one of the OEEC’s better accomplishments.

Operation of the Recovery Program: the Counterpart Fund

The U.S. contributed $13.3 billion (over $65 billion today) to the 16 Marshall Plan
countries over four years. Most of the program funds were spent on commodities: $3.5
billion on raw materials; $3.2 billion on food, feed, and fertilizer; $1.9 billion on
machinery and vehicles; and $1.6 billion on fuel. A small portion of funds was used for
technical assistance visits to the U.S. for European farmers and industrialists. The ECA
arranged for transfer of goods in accordance with the allotments established by the
OEEC.

To benefit from the program, a European purchaser, with his national unit’s approval,
requested ECA funds under the Grant Aid Plan. To do this, the purchaser’s country
submitted a procurement request to the ECA, which evaluated it to see that it was within
the country’s allotment. Then the ECA issued a letter of commitment to a cooperating
bank within the country. The foreign government or a private firm in the recipient
country, not the ECA, handled procurement, and the details of goods transfer were
handled by those involved in the transaction. This saved the ECA a good deal of
administrative expense.

The American supplier was paid for his goods in dollars credited against the appropriated
ERP funds. The European recipient paid for the goods in local currency which was then
deposited by the government in a counterpart fund. Ninety-five percent of each country’s
total allotment was designated for the country’s use; five percent went toward ECA
administrative expenses. The government could spend its share of the funds only after
assuring the ECA with a written request that they would be properly used for recovery.
Sanctioned uses of ECA funds by governments were debt retirement; promotion of
production; reconstruction and rehabilitation; and development of resources for
wealth-producing materials.

Return to Marshall Plan 50th Anniversary Web Site
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It is a great honor to have been asked to deliver this lecture in memory of Paul Hoffman.
Not only was he an extraordinary statesman and humanitarian, but he was a man whose
defining life work - be it managing the Marshall Plan or leading UNDP - showed his
overriding commitment not to living people’s lives for them, but to giving people the
tools, the opportunities and the encouragement to help themselves.

As I traveled here today, it struck me that Hoffman and I both came to development from
similarly circuitous routes. Hoffman from the Studebaker Corporation; in my own case
from investment banking. I do not know what thoughts crossed Paul Hoffman’s mind as
he first stared at a war torn and ravaged Europe (and thereafter dedicated his life to
reconstruction and economic development.) I do know from my own experience that that
first encounter with overwhelming human need can be life-changing. I saw it in
XXXXXXXXXXXxX (JDW please add)

But many people don’t see it. Even in 1997, it is possible to live one’s life ignorant of the
developing world. We wake up, we go to work, we provide for our families and we don’t
think about it, or if we think about it, it’s as an article from National Geographic:
foreign, sometimes exotic, sometimes horrifying, but not part of us.

Over the last 2 years, I have traveled to over 50 countries. I have talked to people in
villages, slums and parliaments, and I have come to realize that this world is not another
world, it’s our world. We’re linked with this world. We’re linked with it because we
share the same environment. We’re linked with it because we breathe the same air. We’re
linked with it because our health is dependent on the health in those countries. And we’re
linked by crime and we’re linked by migration and we’re linked by war. The developing
world is not something we can opt out of.

23 million people are now inflected with AIDS world wide; carbon emissions have grown
by nearly 200 million tons since 1990; 30 million men women and children are refugees.
These are not developing country issues. These are global issues.

And it’s our world not just for social or moral reasons. It’s our world for economic
reasons. In the years since 1990, 50 % of the growth in GDP has come from developing
countries and 40% of the growth in trade. The Bank estimates that by the year 2010
developing countries will consume 40% of all goods and services the world produces.
And developing countries will continue to grow at an average rate of 5-6% a year into the
next decade, double that of the major industrial countries.



And it’s our world not just because of economics but because we make up one humanity
with all the collective responsibility that that entails.

Mr. Chairman. I must admit it is a strange and moving experience for me to find myself
here in New York - a city I have known and loved so well as an investment banker -
talking tonight about development. Now I live in a different city and a different world.
It’s a world of 4.7 billion people, many of whom live in unimaginable conditions. But
what I’ve learnt most as I’ve traveled around that world is that in country after country
people are the same. They have the same hopes for their children. The same fears about
their old age. None of these people want charity. As Paul Hoffman knew so well when he
put the European Recovery Program into action, they want a chance. They want to be
given the opportunity to help themselves, with dignity and with their own customs and
approaches.

If I have taken away one thing from those travels it is that the overall objective of
development must be people. People are the means and people are the ends. Not numbers
on a bottom line; not calculations of how much in the ledger is red and how much is
black - but people. And not just lowering the number of the world’s poor who are living
on less than $1 a day; but improving infant mortality rates, literacy rates, freedom from ill
health, freedom from violence and crime.

The world has made tremendous progress in recent decades. Life expectancy has risen
more in the last 40 years than in the previous 4,000. Infant mortality has been halved.
Even in Sub-Saharan Africa where progress in reducing poverty has been slowest, infant
mortality rates have decreased by a third and life expectancy has risen by 8 years.

And yet, despite this progress, 1.3 billion people live in the developing world on less than
$1 a day; 3 billion people live on less than $2 a day. Every year 45 million children under
5 die avoidable deaths. In Sub-Saharan Africa and South Asia, close to 50% of the
region’s adults can neither read nor write. In the world’s 50 poorest countries, the rate of
illiteracy among women is almost double that among men. And across the globe violence
and crime are increasing.

There has also been great diversity. Some countries and regions of the world have clearly
done much better than others. In the most developed countries incomes have doubled or
tripled since 1960. In some developing countries, incomes have increased six, seven or
even eight times their 1960 levels. In others incomes are stagnant, and in some
developing countries over the last 30 years, average incomes have been halved.

Between 1980 and 1993, while the high income countries experienced 2 percent growth,
the low income countries - excluding India and China - grew only .1%, with more than
half experiencing negative growth.

Today, low income countries today make up 56% of the world’s population but have less
than 5% of the world’s income. And inequalities between rich and poor countries are



growing. Between 1960 and 1990 the incomes of the richest 20 percent grew 3 times
faster than the incomes of the poorest 20%. As a result the share in global incomes of the
poorest 20% of the world’s population has fallen from 2.3% to 1.4%.

Within countries there has also been great diversity. [DEC - can I have some
examples/figures please]

In society after society around the world, the needs and preferences of the wealthy are
well reflected in policy while the voices of the poor go unheard in the corridors of power.
In many countries, voice is distributed as unevenly as income. The poor are not only
marginalized; they are condemned to live outside society, with neither their needs, nor
often their existence, recognized.

The result is a growing disconnect within societies which erodes social cohesion, and
often leads to social collapse. Over the last 10 years more than half of the world’s low-
income countries have experienced conflict with massive population displacements.
Between 1985 and 1995 the number of refugees doubled, reaching over 30 million. And
the number of uprooted people rises above 40 million if one includes people who are
internally displaced within their own countries.

To be sure, some developing countries have experienced remarkable success. Singapore
which in 1965 had a per capita income of $3,900 and which now has a per capita GDP of
more than $28,000. The Republic of Korea which in 1965 had a per capita income of
$1,100 and which last year was admitted to the OECD with a per capita income of more
than $10,100. Here in our own hemisphere a number of Latin American countries - long
plagued by weak and fitful performance - have recently begun to show great promise.
But these, unhappily, are exceptions

Let me assure you, I do not mean to minimize the successes that have occurred. My
fundamental point is a different one. It’s to emphasize that unless we in the development
community can be sure that development is reaching the very poorest, we have no right
to consider a job well done.

Mr. Chairman, economists have long argued about the relationship between growth and
poverty reduction. The bounds of disagreement have narrowed and there is now a fairly
general appreciation that none of the poorer countries can hope to reduce poverty in the
absence of growth.

But growth itself is not enough. Unless we can ensure that growth is shared across a
broad social strata we risk missing the very people we seek to help.

Some of those people clearly can be helped. Look at xxxxxxx [DEC: I need some
examples of historical growth-sharing where the poorest have been helped.]



The potential of shared growth is enormous . Take India where we estimate that a rate of
broadly shared growth of no more than 3% a year sustained over a decade — something
that seems entirely feasible — would halve the number of poor.

But contrast this with a typical country in Sub-Saharan Africa , where even an aggregate
growth of 5% a year will not discernibly affect Africa’s poverty indicators or its numbers
of poor. These are the countries that are the real test of development.

Mr. Chairman, we face that test at a time of enormous global change.

53 years ago when the architects of the World Bank and the International Monetary Fund
met at Bretton Woods, we stood on the verge of a bipolar world which would divide
countries and regions, but under which development aid would actually fare pretty well.
Keeping clients from “going communist” or “turning capitalist” proved a powerful boon
to giving.

Fifty three years later the incentives are very different. In the wake of the Cold War,
official development assistance --bilateral and multilateral combined — has fallen to its
lowest level in almost 50 years.

And other changes are impinging dramatically on development approaches as well.
Where once the World Bank was virtually the only player in town, we are now part of a
growing universe - Multilateral Development Banks, the UN system, WTO, EU and a
growing number of foundations.

We also face a very different political and economic world. Roughly 5 billion people now
live in market economies compared with 1 billion a decade ago.

And hand in hand with those economic changes we have also seen the spread of
democracy. In 1974 only 39 countries - one in every four - were democratic. Today 117
countries - nearly two in three - use open elections to choose their national leadership.
Two-thirds of the adult population in developing countries is now eligible to participate
in national elections.

And with democracy has come a whole new role for civil society. Since the late 1980s the
number of NGOs operating in parts of Africa and Asia has almost doubled. Poland now
has 30,000 registered NGOs. In some OECD countries, operating expenditures in the
voluntary or NGO sector now account for almost 4% of GDP.

Globalization, democratization and marketization are changing the nature of the
development business.

But perhaps nothing has changed more over the last 7 years than the way in which
development is being financed and the increasing trend from public to private sources.



Last year, private capital flows to emerging economies were nearly six times their level in
1990 - up from just $44 billion then to $244 billion last year. Private flows are now 5
times official flows; 7 years ago official flows were double private flows.

But the fact remains that a very large group of countries have not yet been able to hook
up to the driving dynamics of expanded capital, trade and information flows. Some
others are so laggard that they face potential marginalization.

Today, of the $244 billion in private capital going to developing countries, 75% is going
to just 12 countries. 140 of the 166 developing countries receive less than 5% of total
capital flows. Over the last three years, Sub Saharan Africa (excluding South Africa)
received only about 1% of total private capital flows.

The poorest countries are trapped in a viscous circle where poverty breeds instability and
private investors run for cover.

Mr. Chairman: What does that changing world means for our efforts to reach the poor?

Let me be absolutely clear. Given the remarkable transformation of the global setting, 1
am absolutely convinced that financial and development institutions are not going to be
the primary engines of poverty reduction, and neither will governments. This will be
done by the private sector. But international institutions and governments have a critical
role to play as catalysts. And that means helping to create conditions in developing
countries that will encourage sustained inflows of international private capital and
equally, if not more importantly, will allow the locals to have the confidence to invest in
their own countries.

It’s time we change our old habits of thinking that the private sector is somehow bad for
the poor while the state sector is good. This isn’t a matter of ideology. It’s a simple
recognition that public-enterprise efforts in isolation have all too often yielded meager or
negative results. In many countries public enterprise losses are on the range of 8 -10% of
GDP. Too often state spending continues to go into areas with little or no benefit to the
poor. We estimate that 25% of African budgets are needed to cover losses from state
owned enterprises - which means that 2-3 times more of scarce budgetary resources are
spent on state enterprise losses than on health or education. We need to recognize that it’s
fiscal restraint on funding parastatals which will ultimately free up money to spend on
health and education.

We need to find ways to allow governments to divest themselves of activities that the
private sector can do better and all of us in the development business need to recognize
that macroeconomic reform is an absolute precondition for attracting private capital. It’s
also a precondition for making aid effective. Recent studies at the Bank show that aid
channeled to poor countries with poor performance has no effect. Whereas when
channeled to poor countries with good economic policies, 1% of GDP in aid results in an
increase in the growth rate of 0.4 percentage points and a decline in infant mortality of



0.8%. We estimate that a reallocation of aid from poor policy countries to good policy
countries would raise the growth of poor countries by an estimated one third.

Let’s be frank, putting macroeconomic reforms in place sometimes means making very
tough trade-offs. Significantly, a whole new generation of African leaders are now
beginning to make those pragmatic trade-offs and are putting those economic reforms in
place. They deserve our wholehearted support.

For many countries attracting foreign capital and generating domestic savings also means
venturing into new territory - establishing legal frameworks for property rights, reforming
regulations and the civil service, creating financial systems, building capacity and
improving governance. Areas of activity which now rank high on the Bank Group’s
lending and advisory agenda, but which 20 years ago were almost unknown.

It can also mean offering guarantees - The newest member of the World Bank Group -
MIGA - insures foreign direct investment in developing countries against political risks -
to date it has outstanding coverage of $2.3 billion.

Creating a dynamic private sector and attracting foreign capital also means dealing with
corruption.

We know that corruption discourages investment and impedes economic growth. But we
also know that this is much more than a question of the cost to businessmen of doing
business. The greatest victims of petty corruption are almost always the poor. They are
the ones who time and again are asked to pay a price they can ill-afford.

Corruption is not just an issue for developing countries. There are those that are corrupted
and there are the corruptors. And many corruptors come from developed countries. If we
don’t want the cancer of corruption to spread in the world we must all stand up to it.

Mr. Chairman, in stressing the critical importance of a dynamic private sector, I certainly
do not mean to imply there is little role for government in development. There is indeed a
vital role. Motivated as it is by the search for an attractive economic return, the private
sector simply won’t address basic development needs like health and education. And yet
we know that no country has really experienced sustained economic development without
such investment.

Better health and education are unambiguously associated with higher wages and an
improved ability to innovate. Self-employed women in Guinea with primary education
earn 29% more than those with no education. African farmers with 4 years of education -
the minimum needed to attain literacy - are more productive than those with no
education. In Northeast Brazil, children of mothers who have completed primary school
are 2 2% taller than those of illiterate mothers - an indication of their improved nutrition.



And as we know educating girls has a catalytic effect on almost every aspect of
development - lower child and maternal mortality rates, reduced fertility rates, increased
educational attainment by daughters and sons, higher productivity and environmental
management.

The beauty of education is that it not only empowers the poor, it also reduces income
inequality. At the Bank we’ve undertaken a series of cross-country studies which show
that the income share of the bottom 60% of the population is significantly enhanced by
having been enrolled in school 15 years earlier.

The grim reality, however, is that globally today 130 million children do not go to
primary school - 80 million of them girls, and primary health is as neglected as primary
education. Governments spend roughly $1 per capita on public health, against a minimum
requirement of $4 per capita.

But the state has a further role to play. Investing in the poor and providing jobs helps
those who can help themselves. But what about the sick, or the elderly? What about the
grandfather in a transition economy such as Russia’s, who no longer has a pension
because his state owned enterprise has been privatized, the worker who no longer has
health coverage, or the mother who no longer has childcare. Governments have a role to
play not just in helping people to become productive participants in society, but in
supporting those who cannot help themselves, and that includes those whose lives have
been turned upside down by economic transition. Safety nets for the sick, for job losers,
for the elderly are crucial to the efficient functioning of any society. Public support for
reform in the developing countries and in the transition economies simply won’t be
sustained unless we pay very direct attention to human travail.

Three niorths 4g0 | was it BUSSI. o cursssesrossmm s In Russia today
life expectancy for men has fallen by xx %; coronary disease and xxx have increased by
xxx. That’s an incredible human toll to pay for change.

I can tell you one comes away from such exposure with a certainty that helping people is
much more than a matter of stabilizing macroeconomic policy and balancing budgets. It’s
also making sure that programs take account of purely human concerns. We can draw up
perfect macroeconomic plans, but if we can’t actually deliver benefits to the people, we
must ask ourselves what it is we’re accomplishing.

Significantly 90% of what the Bank is doing in Russia today is for social underpinning.
We have two $500 million loans for Russia and the Ukraine to finance retraining and
social underpinning while the coal sector is being restructured. And what applies in the
transition economies also applies when we recommend privatization to developing
countries. In all cases we need to recognize that we can’t have economic development
without social development.



Significantly, a growing number of private companies are beginning to recognize that fact
too. Not because of any charitable impulse on their part but because they know that the
social agenda is good business; that without it you risk social collapse. And we in the
Bank have a whole new agenda in front of us in capitalizing on this new recognition and
working with the private sector on issues of corporate responsibility: trying to make sure
that the private sector adheres to environmental standards for example.

But be it investing in people, creating jobs, or protecting the vulnerable, success will
depend critically on how we implement policies. In September 1947, six months into his
job as President of the World Bank. John J. McCloy was asked to help sell the Marshall
Plan - which Paul Hoffman then went on to implement - to the US Congress. McCloy put
his finger on a central element - outside assistance, he said, was vital, but ultimately the
answer to Europe’s problems must be determined by Europeans themselves.

We knew it then when we talked about postwar European reconstruction. We somehow
forgot it when we turned our attention to the developing world. Today, we need to relearn
it.

And that means that we can’t be in the business of imposing programs devised in
Washington, Geneva, or New York which bear no affinity to local conditions, or
cultures. And neither can we be in the business of looking at economic bottom lines with
no regard for local communities or local buy-in.

Project after project has shown that in schooling, irrigation, forestry, water supply,
involving communities is a key to success. In a study of 121 water supply projects in 49
countries, we found that only 8% of those that did not involve participation by
beneficiaries were successful, as compared with almost two-thirds that did involve the
participation of local communities. And those findings can be replicated across a whole
number of sectors. We have to listen and learn and to work with local communities and
civil society. And the Bank is doing precisely that. We’re currently decentralizing to the
field, and including stakeholder participation in project design and implementation. Two
years ago we had two Bank staff whose job it was to liaise with NGOs and civil society.
Today we have more than 50.

But let’s be frank, greater community participation also involves a changed attitude on
the part of a number of developing country governments.

Increasingly, we also need to take account of people not just as individuals but as social
groups - the invisible bonds of family, trust, religion and community which bind societies
together. Attempts at development which shear these ties leaving nothing in their place
are bound to fail.

Mr. Chairman: I have talked about the new development agenda of encouraging private
investment. I have talked about ways we need to raise the value of labor through health
and education. I have talked about the overriding need to make sure that while we



privatize and balance budgets we factor in safety nets so that we don’t end up hurting
those we aim to help. And overarching all these, I have talked about the need to put
people at the center of the development process.

But Mr. Chairman, in the world of 1997, none of us can do this alone.

I spoke earlier of the range of new actors - not just the MDBs, and the UN System, but
foundations, the private sector, civil society and of course governments. Only through
partnership among these groups will we be able to tackle the enormous challenges we

face.

Many of those partnerships are already beginning to take root and grow: Public-private
partnerships to combat riverblindness; Bank/UN partnerships to tackle the enormous
problem of AIDS, government-Bank partnerships to build African capacity.

Through partnerships built on each of our comparative advantages we can all begin to
leverage our efforts. And let me stress that at the Bank we are prepared to lead, or follow
or be in the middle. To put our name on it, or to be anonymous. The important thing is to
get the job done.

But in order to get the job done we need to make sure that in everything we do we are
geared to development effectiveness. If we are going to get support and stay in business,
we better make sure that what we are doing is useful, sustainable and effective.

You may say that’s obvious. But the fact is that most of the development institutions in
the world haven’t operated on the basis of development effectiveness - partly because it’s
very hard to judge effectiveness. What does it mean to make an effective program for
children in school? Is a statistic that we get more girls to come to school for 2 or 3 years
an adequate measure of our effectiveness in girls education? Clearly it isn’t.

You can go into rural areas and improve crop yields by planting seeds farther apart and
getting corn that is twice as high. But it’s not success if you can’t store it, if you can’t get
it to market, or if you have a monopolistic system of pricing.

As we enter the 21% century all of us, at the Bank, in the UN system, in governments and
in NGOs have to address the issue of what is effectiveness in the development business.
We all talk about poverty reduction and sustainability, but if we are really to make a
difference for the 4.7 billion people - who will be 8 billion in 30 years time -we need to
make sure that we can actually deliver results on the ground in a meaningful way.

And that means more than raising GDP per capita, Mr. Chairman. It means improving
quality of life in all its dimensions. It means bringing people into society who, to all
intents and purposes, have never been allowed to live there before. And it means doing
these things not simply as a means of maximizing output, but as ends in themselves.



Mr. Chairman, let me conclude where I started - with people.

Two months ago, I was visiting Brazil and I went into one of the favelas for two or three
hours. I went to the top of the favela where we have a community project putting in
water, and sewerage. And the reception I got was enormous. And as I walked around
people kept coming up to me with little pieces of paper in their hand showing that they
could spend and pay the 8 cruzeiros a month that was necessary for their water and for
their sewerage.

And I watched this until one of my Brazilian friends said, what they're showing you is not
that they've got credit, it's that this is the first time in their lives that they've had a piece of
paper which recognizes their existence. This is the first time they've had their name on an
official notice with an address. This is the first time that they're in society.

It took not a long time to sink in but I tell you when I came down the mountain I
recognized that the task that we're engaged in is a truly remarkable task. I'm very proud
to have been in that favela and I'm very proud to be working in favelas and farms and
villages around the world.
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Mr. James D. Wolfensohn
Jim:

Your Visit to New York - Thursday, May 29, 1997

Your visit to the UN for the Hoffman Lecture will include four associated events:

5:15-5:45 p.m. Informal Press Briefing. (Conference Room A).

6:00 - 7:30 p.m. Hoffman Lecture. (Trusteeship Council Chamber)

7:30 - 8:15 p.m. Reception at the United Nations. (West Terrace Dining room)

8:30 p.m. Dinner hosted by the Money Matters Institute. (Sky Club, 200
Park Avenue)

You should arrive at the United Nations Delegates Entrance (Southeast corner
of First Avenue and 45th Street) at 5:00 p.m. You will be met there by UNDP staff
(UNDRP is the organizer of the Hoffman Lecture) and Alfredo Sfeir-Younis, the Bank’s
Special Representative to the UN. Passes have been arranged for you and
Mrs. Wolfensohn. Mark Malloch Brown arrives in New York at 4:00 p.m. and will join
you as soon as he can get in from the airport.

Press Conference:

The press conference is a traditional prelude to the Hoffman Lecture. Its purpose
is to preview the remarks you will make, and not to engage in an open-ended discussion
of Bank and/or UN issues. Barbara Frances, Deputy Director of the UN’s Department of
Public Information, will moderate the Q & A. All journalists accredited to the United
Nations have been invited, and UNDP anticipates a turnout of approximately 15-25
journalists. UNDP will provide a list of confirmed participants tomorrow.

Hoffman Lecture:

A detailed schedule for the Lecture program is attached. You will speak for 30
minutes following introductory remarks by Kofi Annan, Gus Speth, and Inge Kaul,



Director of the Office of Development Studies at UNDP. Mr. Speth and Richard Jolly,
Special Adviser to the Administrator, will moderate the 20-minute discussion period.

Reception:

The reception, for approximately 175 guests, will be held in the West Terrace
Dining Room two flights up from the Trusteeship Council Chamber. The Secretary-

General has indicated that he plans to attend this event as well.

Mark will introduce two people who have specially asked to meet with you:
Ambassador Vladimir Galuska (Czeck Republic), President of the UN Economic and
Social Council (ECOSOC) and; Mr. Pierre Cornillon, Secretary General of the Inter-
Parliamentary Union (IPU).

Dinner:

Ambassador Galuska assumed the presidency of ECOSOC in early-May and
will preside over the Council’s substantive session in Geneva, 30 June-25
July. Jean-Francois Rischard will represent the Bank in your place during the
one-day policy dialogue between ECOSOC ministers and the heads of the
IMF, UNCTAD, WTO and the Bank. This meeting will give you the
opportunity to take note of issues on the ECOSOC agenda, to let him know
that you regret that your schedule does not permit you to attend, and to wish
him a successful and productive term as president.

Pierre Cornillon was elected Secretary General of the IPU in 1987. He met
with Mark, Matt McHugh, and Armeane Choksi in August 1996 to discuss
issues of mutual interest, including the potential for joint Bank-IPU training
programs of parliamentarians in countries with fragile democratic
institutions. Mr. Cornillon is an energetic proponent of the IPU’s status as
the oldest parliamentary union and one that is composed of institutions, not
individual legislators. Mr. Cornillon’s visit to the UN coincides accidentally
with your own and, as he had requested a private meeting with you some
time ago, this permits you a few minutes to get acquainted. You need not
feel obliged to commit to another personal meeting.

Money Matters Institute -- of which the World Bank is a member -- is sponsoring
a dinner for 50 guests at the Sky Club, 200 Park Avenue. A brief description of the
Institute is attached. Cars have been arranged to transport you and other guests from the
United Nations to the dinner. They will be waiting at th<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>