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B. SUBJECT: MICROCREDIT SUMMIT (ALL-DAY) VENUE: SHERATON DATE: 06/12/97
WASHINGTON HOTEL // OFFICE ROOM NUMBER: 8224, PARK TOWER,
SHERATON // TELEPHONE: 328-2000 EXT. 5934 // FAX: 328-2190 // EXC:
HANY/CAROLINE // AlI (2/3)

LUNCH: MICRO-CREDIT // IN HONOR OF: HEADS OF STATES, DIGNITARIES,
HEADS OF UN AGENCIES & INTERNATIONAL FINANCIAL INSTITUTIONS (B)
VENUE: VIRGINIA ROOM (LOBBY LEVEL) , SHERATON WASHINGTON HOTEL
HANDLING ARRANGEMENTS: EVELING BERMUDEZ // EXC: HANY // ALI (2/3)

CLOSING PLENARY: MICRO-CREDIT SUMMIT (B) // VENUE: SHERATON
BALLROOM // SHERATON WASHINGTON HOTEL // HANDLING
ARRANGEMENTS: EVELING BERMUDEZ // (B) TALKING POINTS: CAROLINE
ANSTEY // EXC: HANY // ALI (2/3)

Brief Includes:
--- Lunch cover note from Eveling Bermudez
---Talking Points: Overall Message
--- Mali: Background Information
--- Mali: Basic Facts and Figures
--- Uganda: Background Information
--- Uganda: Basic Facts & Figures
---Senator Rino Serri, Italy
--- Information on IFC projects in Microfinance
--- US Government statement on Microenterprise Development and Microfinance
--- Press Article from "The Indian Express" - Man Messiah - Veena Kapur meets
Malcolm Printer, the man who is out to eradicate hunger by spreading the

word of
love. (handed to JDW at the Microcredit Summit).
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A L L - I N - 1 N O T E

DATE: 22-Jan-1997 10:42am EST

TO: See Distribution Below

FROM: Gerard Caprio, PRDFP ( GERARD CAPRIO@A1@WBHQB

EXT.: 37658

SUBJECT: Micro credit

David,

I was asked by Masood to review a paper on micro credit for this
upcoming summit, and am copying it to you in case it bears on
your other request. There is certainly not enough here for
speech material, but I hope it inspires proper respect for how
potentially dangerous some of the summit ideas are, in particular
those seeking to pump external dollars into these schemes.

Jerry

DISTRIBUTION:
TO: David Dollar ( DAVID DOLLAR@A1@WBHQB
TO: Emmanuel Jimenez ( EMMANUEL JIMENEZ@A1@WBHQB
TO: Martin Ravallion ( MARTIN RAVALLION@A1@WBHQB
CC: Mary Shirley ( MARY SHIRLEY@A1@WBHQB



ALL- IN-1 NOTE

DATE: 21-Jan-1997 07:55pm EST

TO: Masood Ahmed - IECDR ( MASOOD AHMED@A1@WBHQB

FROM: Gerard Caprio, PRDFP ( GERARD CAPRIO@A1@WBHQB

EXT.: 37658

SUBJECT: Micro credit

Masood,

I looked at the micro credit paper and would only make a few
points. First, this is essentially a political/religious
document. Para 8.5 is filled with beliefs; it would be more
inspiring if it were filled with assertions backed by research
demonstrating what we know. True, there has been some research,
such as that done by Joe Stiglitz, suggesting that peer
monitoring, part of many micro credit schemes, induces good
behavior and high repayment rates. It does not follow from this
that it makes sense to try to pump external funds through
micro-credit organizations, as blowing up their balance sheets
many destroy the incentive mechanisms that make them work.

Second, a review of small savings bank and credit cooperatives in
industrial economies in the eighteenth and nineteenth centuries
shows that incentives do matter. When local funds were at stake,
and when owners had extended liability, these organizations
tended to be viewed as successes. Again, this argues for not
pumping in significant external funds for intermediation. Small
groups are very careful about their own funds; there is no reason
to hope that they will be as careful about external funds.

Third, even though it may be a clear mistake to intermediate
through these institutions, providing TA and training may make
sense. However, whether the Bank or other organizations should
devote resources to increasing training for the benefit of these
institutions depends on research that does not exist as far as I
know. Are poor countries better off getting an added dollar of
funds for micro credit or for education? I have never seen this
analyzed. You may wish to check with Martin Ravallion, but I
know of no such efforts.

Jerry



MICROCREDIT SUMMIT
Tuesday 4th February

DRAFT AGENDA
(Prepared by ESDVP)

Lunch: 12:00pm Virginia Room (lobby level)

Lunch in honor of heads of state, other dignitaries, heads of UN
agencies and international financial institutions. A list of the
VIP invited to the lunch was attached to Mr. Wolfensohn's briefing.
In addition, we have extended invitations to about 200 people,
including Ambassadors, practitioners, and representatives from
non-governmental organizations, commercial banks, foundations, and
universities. RSVPs are still coming.

There will not be a headtable. Instead, there will be round tables
of 8-10 people. It is not clear yet who will be seating at Mr.
Wolfensohn's table (as you know letters were just sent a couple of
days ago). As far as I know the Queen of Belgium, Queen of Spain,
Konare, Museveni are coming and are expected to seat at his table.
We should have a tentative list as early as Monday noon.

1:30-3:00 Closing Plenary, The Sheraton Ballroom

Ismail Serageldin will accompany Mr. Wolfensohn to the room.

Below is the latest proposed sequence of speakers.

Introductions by: Sam Daley-Harris

Speakers: John Hatch, Founder, FINCA International
Dr. A. El-Bindari Hammad, Executive

Administrator for Health Policy in Development,
World Health Organization

Dr. Winfried Pinger, Member of Parliament, Germany
Mr. Enrique Iglesias, President, Inter-American

Development Bank
Mr. James Gustave Speth, Administrator, UNDP
Mr. James D. Wolfensohn, President, World Bank
Communique from Heads of State and Government:
H.E. Sheikh Hasina, Prime Minister of Bangladesh



3:00-4:00 Brief One-to-One Press Interviews

At EXT's suggestion, there will not be a Press Conference. They
are scheduling one-to-one interviews with various press/media. So
far I know of only one, CNN scheduled at 3:15. When the schedule
is final they will notify me and your office. Klas Bergman's team
is doing a great job.

4:30-5:15 Meeting with Prime Minister of Bangladesh, Suite #6300,
Wardman Tower.
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February 2, 1997

Dear Friends,

On behalf of the Microcredit Summit Organizing Committee, the
Council Co-Chairs, the Secretariat, RESULTS Educational Fund, and our
Sponsors and other funders, I extend to each of you a warm welcome.

More than 2,000 of us are gathered from over 100 nations to launch a
nine-year campaign to reach 100 million of the world's poorest families,
especially the women of those families, with credit for self-employ-
ment and other financial and business services by the year 2000.

This Summit is a celebration of the courage and strength of very
poor people. It is a celebration of the tenacity and commitment of
practitioners all around the world and of what more is possible if
we work together.

Two years ago several friends of mine interviewed a borrower from
South Asia. They asked her if she would rather have received her
loan in the form of a gift. Here was her answer.

If I am given a gift, it is not for development, it is
just to enjoy. If it is a gift, I think Iget it for free
so I have no tension. I can use it any way I want.
If I get a loan, I have pressure to pay it back and
will work hard. A gift makes a person lazy, and
destroys a community.

It is a recognition of this kind of wisdom that brings us to the
Microcredit Summit. The Summit has been organized to forward
an important learning agenda, to promote the development and
implementation of institutional action plans, and to inspire the
leader in each one of us.

Please let us know how we can serve your commitment to providing
a dignified route out of poverty for people everywhere.

Sincerely,

Sam Daley-Harris
Summit Director



THE DECLARATION AND PLAN OF ACTION

The Microcredit Summit Declaration summarizes the case for micro-
credit as a critical anti-poverty tool and outlines the principles that
contribute to its success. The Plan of Action describes the organiza-
tional and financial infrastructure necessary to reach 100 million of
the world's poorest families with microcredit, and outlines the contribution
each sector of society can make toward the fulfillment of this goal.

The Microcredit Summit Declaration and Plan of Action is the cul-
mination of a 20-month process of development. The document has
been revised five times and incorporates the comments and suggestions
of individuals and institutions from around the world. In addition,
two Microcredit Summit Preparatory Meetings (November 1995 and
September 1996) and several regional forums have been held to facilitate
further comment on the document. The Summit Declaration and Plan
of Action has been distributed in final form to all Summit delegates.

THE DECLARATION OF SUPPORT

The Declaration and Plan of Action is a lengthy document containing
language and issues that will always be open to discussion and debate.
It is unrealistic to expect total consensus from all participants on a
document of this nature.

However, Summit delegates and concerned citizens do agree on the
worth of the document as a whole and support the campaign to
provide credit for self-employment and other financial and business
services to 100 million of the world's poorest families by the year
2005. To indicate support for the overall goals and spirit of the
Microcredit Summit Declaration and Plan of Action, delegates are
asked to sign the Declaration of Support and turn it in at the signing.
ceremony at the close of the Monday morning plenary session.



THE COUNCILS

The Microcredit Summit Councils provide a forum for similar
organizations to support one another in developing and implement-
ing institutional action plans for contributing to the Summit goal.
Members make the following commitments:

Educate their own institutions, and others they reach,
about the Microcredit Summit;

Designate senior representatives to attend the Summit;

Prepare an action plan outlining their institutions's
contribution to the Summit goal - to be announced either
at the Summit or by February 1998; and

Join one of the following Summit Councils:

- Council of United Nations Agencies

" Council of Donor Agencies

" Council of International Financial Institutions

" Council of Parliamentarians and Elected Officials

" Council of Domestic Government Agencies

* Council of Heads of State and Government

- Council of Practitioners

- Council of NGOs

" Council of Advocates

- Council of Banks and Commercial Finance Institutions

- Council of Corporations

- Council of Religious Institutions

" Council of Service Clubs

- Council of Foundations and Philanthropists

- Council of Educational Institutions



Saturday, February 1

8:00 am Registration Opens

1:00 pm Exhibit Set-up

2:00 pm - 5:00 pm Welcome Reception

The Delaware Suite

Sunday, february 2

8:00 am Registration Opens

10:00 am Exhibits Open

1:00 pm - 3:30 pm Opening Ceremony
Sheraton Ballroom

4:00 pm - 6:00 pm Council Meetings

6:15 pm - 7:00 pm Delegation Meetings On Your Own

8:00 pm - 10:00 pm Opening Dinner

Sheraton Ballroom

Monday, February 3

7:30 am - 8:30 am Breakfast On Your Own (Atrium)

9:00 am - 10:30 am Plenary Session
Sheraton Ballroom

11:00 am - 12:30 pm Meet the Challenge Sessions I
12:30 pm - 3:00 pm Lunch Break On Your Own (Exhibit Hall B)

3:00 pm - 4:30 pm Meet the Challenge Sessions H
5:00 pm - 6:30 pm Regional Plenaries/National Meetings

6:30 pm - 8:30 pm Dinner Break On Your Own (Exhibit Hall B)
8:45 pm - 10:15 pm Plenary Cultural Event

Sheraton Ballroom

Tuesday, February 4

7:00 am - 8:00 am Breakfast On Your Own (Atrium)

8:30 am - 9:30 am Plenary Session

Sheraton Ballroom

10:00 am - 11:30 am Council Meetings

11:30 am - 1:30 pm Lunch Break On Your Own (Exhibit Hall B)

1:30 pm - 3:00 pm Closing Plenary

Sheraton Ballroom



* Tsutomu Hata, Former Prime - Foundations and Philanthropists-

Minister of Japan The Marshall Room

Muhammad Yunus, Managing - Advocates and Service Clubs-

Director, Grameen Bank The Washington Ballroom

* Dr. Siti Hasmah, First Lady of * NGOs-The Cotillion Ballroom

Malaysia - Educational Institutions-

- Huguette Labelle, President, The Warren Room

Canadian International * Religious Institutions-

Development Agency The Vermont Room

. Robert Shapiro, Chairman and

CEO, Monsanto Company Delegation Meetings
SEla Bhatt, General Secretary, Self on Your Own

Employed Women's Association 6:15 - 7:00 p.m.

* Federico Mayor, Director-
General, UNESCO Opening Dinner

SATURDAY, FEBRUARY 1 - Dr. William Vendley, Secretary 8:00 - 10:00 p.m.
General, World Conference The Sheraton Ballroom

PRE-SUMMIT AGENDA on Religion and Peace
. Michael Chu, President and Performance by the Bangladesh

Registration Opens CEO, ACCION International Cultural Group

8:00 a.m. Sen. Rino Serri, Under-Secretary Video of Mursheda Begum, micro-

of State, Ministry of Foreign entrepreneur from Bangladesh

Exhibit Set-Up Affairs, Italy Introductions by Sam Daley-Harris,

1:00 P.M. Connie Evans, President, Director, Microcredit Summit

Women's Self-Employment Project

Welcome Reception * Dr. Eduardo Pablo Amadeo, Speakers:

2:00 - 5:00 p.m. National Secretary for Social * Jack Litzenberg, Program Officer,

The Delaware Suite Development, Argentina Charles Stewart Mott Foundation

- Ismail Serageldin, Vice President, * Paul Ostergard, President,

SUNDAY, FEBRUARY 2 The World Bank Citicorp Foundation
- Ambassador Juan Somavia,

SUMMIT AGENDA Announcements by Dr. William Foege, Permanent Representative of Chile to

Executive Director, Task Force for the United Nations and Chairman

Registration Opens Child Survival and Development of the Main Committee of the World

8:00 a.m. Summit for Social Development

Council Meetings Performance by David Pomeranz
Exhibits Open 4:00 - 6:00 p.m.

10:00 a.m. Delegates and observers should MONDAY, FEBRUARY 3
Opening Plenary attend the council meeting appro-

1:00 - 3:30 p.m. priate to their institution. Breakfast

Sheraton Ballroom 7:30 - 8:30 am
- Heads of State and Government-

Performance by Kankouran African The Ethan Allen Room A reasonably priced continental

Dance Company - Domestic Government Agencies- breakfast will be available in the

Video of Makgomo Mangena, micro- The Nathan Hale Room Atrium, outside the Exhibit Hall,

entrepreneur from South Africa - Joint Meeting of UN Agencies, Inter- for Summit participants

Introductions by Sam Daley-Harris, national Financial Institutions and

Director, Microcredit Summit Donor Agencies-7be Delauwe Suite Plenary
- Parliamentarians-The Calvert Room 9:00 - 10:30 a.m.

Speakers: - Practitioners in Developing The Sheraton Ballroom

- H.E. Sheikh Hasina, Prime Countries-The Sheraton North

Minister of Bangladesh ki-' Ballroom Performance by Ollantay, music

- H.E. Yoweri Kakugutu Museveni, * Practitioners in Industrialized from Latin America

President of Uganda Countries-The Sheraton South Video of Mercedes Mamane,

- H.E. Alpha Oumar Konare, Ballroom microentrepreneur from Bolivia

President of Mali - Banks and Commercial Financial Report from Council Meetings and

- H.E. Pascoal M. Mocumbi, Prime Institutions-The Holmes Room introductions by Margaret Catley-

Minister of Mozambique * Corporations-The Colorado Room Cadson, Piesdent, Popultion Coundl
- H5M. Queen Sofia, The Queen of Spain



Speakers: Moderator: Enterprise Foundation; Delores
* Carol Bellamy, Executive Director, John Hatch, FINCA McLaughlin, PLAN International

United Nations Children's Fund Panelists:
" Dr. Nafis Sadik, Executive Director, Jackie Bass, Save the Children; Moving Toward Institutional

United Nations Population Fund Ellen van der Bruegge, Freedom Sustainability in Developing
- Nancy Barry, President, Women's from Hunger; Sharon D'Onofrio, Countries (setting appropriate

World Banking Catholic Relief Services; Alicia interest rates, ensuring repayment,
- Noeleen Heyzer, Executive Poucar, FINCA Nicaragua keeping costs down)

Director, United Nations Fund Delaware Room A
for Women The Basics of Designing a Moderator:

* J. Brian Atwood, Administrator, Sustainable Microcredit Program to Nancy Barry, Women's World
United States Agency for Serve Very Poor People in Banking
International Development Developing Countries Panelists:

- Fawzi Al-Sultan, President, (see above) (in French) Clara Akerman, Fundacion WWB;
International Fund for The South Cotillion Ballroom Humaira Islam, Shakti Foundation;
Agricultural Development Moderator: Jennifer Riria, Kenya Women

- Richard Child, President, Latin Kathleen Stack, Freedom from Hunger Finance Trust
American Region, MasterCard Panelists:
International Reda Mamari, Save the Children Moving Toward Institutional

- Robert E. Rubin, Secretary of the Lebanon; Alou Sidibe, Kafo Sustainability in Industrialized
U.S. Treasury Jiginew; Lawrence Yanovitch, Countries (setting appropriate

- Hillary Rodham Clinton, First FINCA International interest rates, ensuring repayment,
Lady of the United States keeping costs down)

The Basics of Designing a Delaware Room B
Signing of Declarations of Support Sustainable Microcredit Program Moderator:
Performance by the World to Serve Poor People in Bill Burrus, ACCION USA

Children's Choir Industrialized Countries Panelists:
Collection of the Declarations of The Washington Ballroom Mary Coyle, Coady International

Support by fifth-grade students Moderator: Institute; Mary Dupont, YWCA New
from Sandy Spring Friends School Peggy Clark, The Aspen Institute Castle County, Delaware; Delma

Panelists: Soto, ACCION NewYork
Meet the Challenge Sessions I Jeffrey Ashe, Working Capital;
11:00 am- 12:30 pm Sarah Forster, The World Bank; Establishing Management

Peter Nares, Self -Employment Information Systems to Assess
The Basics of Designing a Development Initiatives; Organizational Strength and to
Sustainable Microcredit Program Christopher Sikes, Western Effectively Manage
to Serve Very Poor People in Massachusetts Enterprise Fund The Taft Room
Developing Countries (finding Moderator:
training, setting appropriate inter- Building Effective Microcredit Dipal Chandra Barua, Grameen Bank
est rates, ensuring loan repayment, Programs to Serve Very Poor Panelists:
setting performance and impact People in Eastern Europe Jaime D. Arguello, FINCA
standards, ensuring borrower par- Maryland Room C International; Masud Isa, Grameen
ticipation, establishing savings) Moderator: Shamogree; Joyce Kadandara,
The Sheraton South Ballroom Maria Nowak, ADIE World Health Organization;
Moderator: Panelists: Graham Perrett, Freedom from Hunger
Muhammad Yunus, Grameen Bank Rosalind Copisarow, Fundusz
Panelists: Mikro; Konini Zana, Albanian Desgning Cost Effective Business
Christopher Dunford, Freedom from Development Fund; Development Services for Poor
Hunger; Kimanthi Mutua, KREP; Neyira Nalic, BOSPO; Roger Clients in Industrialized Countries
Srividhya Rajagopalan, Working Voorhies, Micro Initiative, Inc. Virginia Room B
Women's Forum (India); Sonia B. Moderator:
Saltzman, ACCION International Methodology for Reaching the Mary Matthews, Northeast

Poorest and Covering Costs Entrepreneur Fund, Inc.
The Basics of Designing a Meeting Room 1, Exhibit Hall B Panelists:
Sustainable Microcredit Moderator: Frank Ballesteros, PPEP; Marcie
Program to Serve Very Poor David Gibbons, CASHPOR Goldstein-Gelb, Working Capital;
People in Developing Countries Panelists: Leslie Tyler, FINCA USA
(see above) (in Spanish) Edwardo Bazoberry, PRODEM,
The North Cotillion Ballroom [ Bolivia; John DeWit, Small

6



Monitoring Program Impact in Kasim, University Sains Malaysia; Ocampo, Finance Secretary, The

the Lives of the Clients Mila G. Mercado-Bunker, AHON-SA Phillippines; P.A. Kiriwandeniya,

The Sheraton North Ballroom HIRAP, Inc. Federation of Thrift and Credit

Moderator: Cooperative Societies Limited (Sri

Noeleen Heyzer, UNIFEM Where Are the Sources of Grant Lanka); Dr. Atiqur Rahman, IFAD

Panelists: Funds for Microcredit Programs

Pancho Otero, MPI; Helen Todd, in Developing Countries (What is International Financial Insti-

CASHPOR; Aida Toure, FDEA; available? How can it be improved? tution Lending for Microcredit

Jayshree Vyas, SEWA How can it lead to sustainable (What is available? How can it be

institutions that serve the very improved? How can it lead to sus-

Developing New Financial poor?) (in Spanish) tainable institutions that serve the

Products and Services in The Marshall Room very poor?)

Response to Client Need Moderator: The Kansas Room

The Johnson Room Rupert Scofield, FINCA International Moderator:

Moderator: Panelists: Ismail Serageldin, The World Bank

Abdelmajid Slama, IFAD Jose Luis Curbelo, Inter-American Panelists:

Panelists: 1 Development Bank; Santa de Euceda, Nancy Birdsal, Inter-American

Dr. Cecilia D. del Castillo, NWTF; ODEF; Gladys de Enriquez, FINCA Development Bank; Jim Moody,

J. Howard M. Jones, University of Honduras; James Franz, IFAD; Maria Otero, ACCION

Reading, UK; Mohini Malhotra, Opportunity International International; Mieko Nishimizu,

CGAP Secretariat; Miguel Taborga, The World Bank; Peter Sullivan,

Inter-American Development Bank UN Agency Funding of Microcredit Asian Development Bank

Programs (What is available?

Participatory Methodologies: How can it be improved? How can Financing Microcredit Programs:

Maximizing Client Participation it lead to sustainable institutions Mobilizing Savings and

in Design, Management, and that serve the very poor?) Ensuring Their Safe Use

Evaluation of Lending Group The Holmes Room The Idaho Room

Activities Moderator: Moderator:

Lanai Room 152 Ellen Johnson Sirleaf, UNDP Eleanor Howard, Inter-American

Moderator: Panelists: Development Bank

Ela Bhatt, SEWA Carol Bellamy, UNICEF; Poul Panelists:

Panelists: Grosen, UNCDF; K. Tapiola, ILO Carlos Cuevas, The World Bank;

Febbie Kaufulu, FINCA Malawi; Barry Lennon, USAID; David C.

Jonathan Taylor, North Capitol Donor Agency Funding of Richardson, World Council of

Neighborhood Development, Inc.; Microcredit (What is available? Credit Unions; J.D. Von Pischke,

Carmen Velasco, Pro Mujer How can it be improved? How can consultant

it lead to sustainable institutions

Designing Cost-Effective Business that serve the very poor?) Finding Microcredit Programs

Development Services for Very The Warren Room to Support: A Guide for Funders

Poor People in Developing Moderator: The Truman Room

Countries Beth Rhyne, USAID Moderator:

Virginia Room C Panelists: Gert Van Maanen, ECDS

Moderator: Lars Ekengren, Sida; Sally Shelton- Panelists:

Rich Williamson, Mayer, Brown & Colby, USAID; Deborah Stokes, M. Udaia Kumar, SHARE; Lamiya

Platt AusAID; Hisao Tanimoto, OECF; Morshed, Grameen Trust; Anne

Panelists: David Wright, ODA Haines Yatskowitz, ACCION New

Gilberto Amaya, ATI; Lara Mexico

Goldmark, Inter-American Domestic Government Agency

Development Bank; Andy Jeans, Funding of Microcredit Programs When is a Program Ready to

Intermediate Technology in Developing Countries (What Access Commercial Funds? A

is available? How can it be improved? Discussion of Commercial

Ensuring That a Repayment How can it lead to sustainable Standards

Problem Does Not Become a institutions that serve the very poor?) The Wisconsin Room

Repayment Crisis The Calvert Room Moderator:

The Colorado Room Moderator: Michael Chu, ACCION International

Moderator: Dr. Salehuddin Ahmed, PKSF Panelists:

H.I. Latifee, Grameen Trust Panelists: Heather Clark, USAID; Debra

Panelists: Albertine Gnazan Hepie, Minister Drake, ACCION International;

Barbara Calvin, Calmeadow; Chris of Family and Women's Affairs, Jenny Hoffmann, Khula Enterprise

Hock, Rural Finance Facility; Sukor Cote d'Ivoire; Robert S. De Finance Ltd.
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Foundation Funding of Micro- How Can Microcredit Practitioners Michelle Singletary, The
credit: An Overview of Current in Developing Countries Build Washington Post; Gabriela
Trends and How to Expand the National Networks and Romanow, ACCION International
Number of Funders in the U.S. Associations? (in Spanish)
and Canada Lanai Room 156 Linking Microcredit with Health
The Vermont Room Moderator: Lanai Room 144
Moderators: C. Aguilar Cruz, COPEME Moderator:
Sarah K. Gould, Ms. Foundation for Panelists: Dr. Rodriquez-Garcia, George
Women; Jack Litzenberg, Charles Sincrito Cifuentes, FENACOAC; Washington University
Stewart Mott Foundation Jorge Oroza Manrique, Catholic Panelists:
Panelists: Relief Services; Leo Soldaat, Dr. A. El-Bindari Hammad, World
Michele Lord, Norman Foundation; Women Finance Trust of Zambia; Health Organization; Dr. Bettina
Lisa Mensah, The Ford Foundation; Gory Suarez, Corfas Schwethelm, Project HOPE; Maria
Janet Thompson, Citibank Sokenu, Institute for Poverty

How Can Microcredit Practitioners Eradication; Dr.William Waters,
What Is My Company's Deep in Developing Countries Build George Washington Center for
Strategic Interest in the National Networks and International Health
Fulfillment of the Summit's Associations? (in French)
Goal, and How Can I Educate Lanai Room 160 How Can Employees of Multi-
and Enlist Others to Work to Moderator: national Corporations, Service
Support It? Candace Nelson, The SEEP Network Club Members and Others Find
Tbe Natan Hale Room Panelists: and Appropriately Support
Moderator: Kotsoni Akemakou, Fucec, Togo; Local Microcredit Programs?
Charlotte Rush, MasterCard Natoh Mantia, Fidi; Alpha Lanai Room 148
International Ouedrago, RCPB; Didier Thys, Moderator:
Panelists: Catholic Relief Services Marshall Saunders, International
Amo Houghton, US House of Fellowship of Rotary
Representatives; Robert Harness, How Can Parliamentarians, Panelists:
Monsanto Company Advocates, and Other Leaders Susy Cheston, Women's Opportunity

Get High-level Government Fund; S. Devaraj, ASA; Iris Lanao
How Can Microcredit Practitioners Commitment to Microcredit de Salinas, FINCA Peru; Helenmarie
in Developing Countries Build Programs and the Summniis Goal? Zachritz, FEMAP Foundation
National Networks and The Woodley Room
Associations? Moderator: Lunch Break on Your Own
The Eisenhower Room Adelheid Troscher, German Bundestag 12:30 - 3:00 p.m
Moderator: Panelists:
Elaine Edgcomb, The SEEP Dr. Wmfried Pinger, German Bundestag; A reasonably priced lunch will be
Network Clare Short, British House of available in Exhibit Hall B.
Panelists: Commons; Wakako Hironaka,
Vijayalakshmi Das, Friends of House of Councillors, Japan; Toby Meet the Challenge Sessions II
Women's World Banking; Alele Moffett, Monsanto Company 3:00 - 4:30 p.m.
Dondo, Kenya Rural Enterprise
Program; Diego Guzman, ACCION Hearing from the Clients The Basics of Designing a
Columbia; Benjamin Montemayor, Meeting Room 2, Exhibit Hall B Sustainable Microcredit Program
TSPI Development Corporation Moderator: to Serve Very Poor People in

Rosina Wiltshire, UNDP Developing Countries (finding
How Can Microcredit Practitioners Panelists: training, setting appropriate interest
in Industrialized Countries Patrisia Akoth Amolo, Kenya Rural rates, ensuring loan repayment,
Build National Networks and Enterprise Program; Emilio Reyes setting performance and impact
Associations? Ramos, ACCION Peru; Hortensia standards, ensuring borrower partici-
The Roosevelt Room Contreras, FINCA El Salvador; pation, establishing savings)
Moderator: Taslima Akter, South Asia Poverty The Sheraton South Ballroom
Chris Benuzzi, AEO Alleviation Program Moderator:
Panelists: Aminul Alam, BRAC
Alison Feighan, Robert A. Rapoza Microcredit and The Media Panelists:
Associates; Donna Fabiani, FINCA The Kennedy Room Dipal Chandra Barua, Grameen
USA; Bob Friedman, Corporation Moderator: Bank; Martin Burt, Mayor,
for Enterprise Development Mike Kiernan, InterAction Asuncion, Paraguay; M. Udaia

Panelists: Kumar, SHARE; Rupert Scofield,
Michael Serrill, Time Magazine; FINCA International
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The Basics of Designing a Panelists: I Panelists:

Sustainable Microcredit Program Carlos Castello, ACCION Hank Jackelen, UNDP; Alexandra

to Serve Very Poor People in International; Maria Marta Padilla, Overy, Save the Children; Hassan

Developing Countries FINCA Costa Rica; Mauricio Rojas, Zaman, BRAC

(see above) (in Spanish) Banco del Desarrollo; Richard

The North Cotillion Ballroom Rosenberg, CGAP Secretariat Managing the Growth of Micro-

Moderator: credit Programs: Using a Spread-

John Hatch, FINCA Moving Toward Institutional sheet or Modelto Plan for Scaling Up

Panelists: Sustainability in Industrialized The Colorado Room

Jackie Bass, Save the Children; Countries (setting appropriate Moderator:

Ellen Vorder Bruegge, Freedom interest rates, ensuring repayment, Ken Koskela, Opportunity International

from Hunger; Sharon D'Onofrio, keeping costs down) Panelists:

Catholic Relief Services; Alicia Delaware Room B Jamie D. Atguella, FINCA

Paucar, FINCA Nicaragua Moderator: International; David Gibbons,

Jeffrey Ashe, Working Capital CASHPOR; Maria Eugenia Iglesias,

The Basics of Designing a Panelists: Finasol S.A.; Masud Isa, Grameen

Sustainable Microcredit Program Janie Barrera, ACCION Texas; Shamogree

to Serve Very Poor People in Rosalind Copisarow, Fundusz

Developing Countries Mikro; Martin Connell, Calmeadow; What Can Commercial Banks

(see above) (in French) Christopher Sikes, Western and Microcredit Institutions

The South Cotillion Ballroom Massachusetts Enterprise Fund Learn from Each Other?

Moderator: The Warren Room

Didier Thys, Catholic Relief Services Going to Scale: Lessons from Moderator:

Panelists: Global Health Programs and Nancy Bany, Women's World Banking

Alpha Ouedraogo, RCPB; Alain Other Experts in Expansion Panelists:

Plouffe, Socodevi; Kathleen Stack, Maryland Room C Mercedes Canalda, ADOPEM; Chris

Freedom from Hunger Moderator: Hock, Rural Finance Facility; Lisa

Bill Foege, MD, The Carter Center Mensah, The Ford Foundation;

The Basics of Designing a Panelists: Jayshree Vjas, SEWA

Sustainable Microcredit Program Dr. Marcel Galiba, Sasakawa/Global

to Serve Poor People in 2000; CiroA. de Quadros, MD, MPH, Participatory Methodologies:

Industrialized Countries Pan American Health Organization Maximizing Client Participation

The Washington Ballroom in Design, Management, and

Moderator: Managing the Growth of Evaluation of Lending Group

Connie Evans, WSEP Microcredit Programs: Activities

Panelists: Recruiting and Training Staff Lanai Room 152

Frank Ballestero, PPEP; Jeannine Virginia Room B Moderator:

Jacokes, CDFI Fund; Peter Nares, Moderator: Jaya Arunachalam, Working

SEDI, Karen Sherman, Counterpart Muhammad Yunus, Grameen Bank Women's Forum (India)

International Panelists: Panelists:

Steve Gross, ACCION International; Dr. Cecelia D. Del Castillo, NWTF;

Methodology for Reaching the Atiqun Nabi, BRAC; Iris Lanao de Osvaldo N. Feinstein, IFAD;

Poorest and Covering Costs Salinas, FINCA Peru LaDoris Payne, WomanSpirit

The Sheraton North Ballroom
Moderator: Monitoring Program Impact in Targeting Very Poor Youth as

Sukor Kasim, University Sains Malaysia the Lives of the Clients Clients of Microcredit Programs

Panelists: Virginia Room C The Woodley Room

S. Devaraj, ASA; John DeWit, Small Moderator: Moderator:

Enterprise Foundation; Christopher ThomasJoseph, ACrIONAID - Ethiopia David Newing, The Canadian

Dunford, Freedom from Hunger; Panelists: Youth Business Foundation

Delores McLaughlin, PLAN Renee Chao Beroff, CIDR; Susan Panelists:

International Johnson, ACTIONAID; Shahidur Suzan Habachy, The Trickle Up

Khandanker, The World Bank Program; Patrice LeFleur, Common-

Moving Toward Institutional wealth Youth Program; Estella

Sustainability in Developing Designing Cost Effective Business Richardson, Street Kids

Countries (see morning ses- Development Services forVery Poor International; Mantha Sharma,

sion) (in Spanish) People in Developing Countries Bharatiya Trust

Delaware Room A The Johnson Room

Moderator: Moderator:
Maria Otero, ACCION USA Andy McGuire, ATI



Grant Funding of Microcredit Moderator: Panelists:
Programs in Developing Shafiqual Haque Choudhury, ASA Robert Clemetson, New
Countries (What are the sources Panelists: Community Baptist Church;
of grant funds for seeding and scal- Victorine Ktohazounde, ACCOSCA; Maureen Fenlon, EDCS; Kathy
ing-up institutions and for practi- Pancho Otero, MPI; Chris De Pomroy, Bread for the World;
tioner networks? How can these Noose, WSBI; Rauno Zander, IFAD Steven Rickard, Rickard Realty
funds lead to sustainable institu- Advisors, Inc.
tions that serve very poor people? How Can Microcredit Programs
What funds are available for loan in Developing Countries Identifying and Addressing
capital? What funds are available Establish Relationships with Regulatory Obstacles to the
for capacity building?) Local Banks? GrowthofMkrocretPrograms
The Holmes Room The Idaho Room in Developing Countries
Moderator: Moderator: The Taft Room
Mark van der Voet, Ministry of Kathy Waldron, Citibank N.A. Moderator:
Foreign Affairs, The Netherlands Panelists: Kimanthi Mutua, Kenya Rural
Panelists: John Conroy, Foundation Development Enterprise Program
Dr. John L. Mason, Monsanto Corporation; Gil Crawford, Seed; Panelists:
Fund; Marilou van Golstein Ahmed Jazayeri, IFAD; Lisa Shari Berenbach, Calvert Social
Brouwers, Triodos Bank N.V.; Lindsley, ACCION International Investment Fund; Janney
Fernando Lucano, SIDI Carpenter, Shorebank Advisory

How Can Microcredit Programs Services; Rachel Rock, ACCION
Grant Funding of Microcredit in Industrialized Countries International; Jennifer Riria, Kenya
Programs in Europe (see above) Establish Relationships with Women Finance Trust
The Calvert Room Local Banks?
Moderator: The Wisconsin Room Identifying and Addressing
Malcolm Hayday, Charities Aid Moderator: Regulatory Obstacles to the
Foundation Gary Hattem, Bankers Trust Growth of Microcredit
Panelists: Panelists: Programs in Industrialized
Viviane Vandemeulebroucke, INASE; Peter Blom, Triodos Bank; John Countries
B.Van Oven, Doen Foundation Else, Institute for Social and Lanai Room 156

Economic Development; Terry Moderator:
Finding Microcredit Programs Mollner, Calvert Social Investment Lawrence Yanovitch, FINCA
to Support: AGuide for Funders Fund; Delma Soto, ACCION New International
The Truman Room York; KimWilson, Working Capital Panelists:
Moderator: Dr. Paul Armbruster, DGAV;
Elaine Edgcomb, The SEEP Network Finance Minister and Bob Friedman, Corporation for
Panelists: Multilateral Bank Perspectives Enterprise Development; Pieter van
Brandee Galvin-McHale, Citicorp on Microenterprise . Gils, VanCity Savings Credit Union;
Foundation; Gregory A. Ratliff, The Nathan Hale Room Maria Nowak, ADIE
MacArthur Foundation; Anna Moderator:
Wadia, Ms. Foundation for Robert Rubin, Secretary of the U.S. How Can Advocates and Other
Women; Henrie M Treadwell, Treasury Leaders Get High-level
W.K. Kellogg Foundation Invited panelists include repre- Government Commitment to

sentatives from the The World Microcredit Programs and the
Guarantee Funds (Their purpose Bank, Asian Development Bank, Summit's Goal?
and experience; equity funds and African Development Bank, Inter- Meeting Room 1, Exhibit Hall B
pooled investment funds) American Development Bank, Moderator:
The Kansas Room European Bank for Reconstruction Lois Barber, EarthAction
Moderator: and Development, and other Panelists:
Michael Chu, ACCION International finance ministers. Sheila Davie, RESULTS UK; Dr. Hakra
Panelists: Gurung, Asian and Pacific
Stefan Harpe, Calmeadow; Donna How Can I Enlist Others in My Development Center; Julia Taft,
Katzin, Shared Interest; Sonia B. Service Club, School, or Religious InterAction
Saltzman, ACCION International; Institution and Educate Them
Alex Silva, PROFUND Internacio S.A. About Microcredit and the Using the Media to Educate the

Summit's Goal? Public about Microcredit and the
Financing Microcredit The Vermont Room Summit's Goal
Programs: Mobilizing Savings Moderator: The Eisenhower Room
and Ensuring Their Safe Use Louis Knowles, EDCS Moderator:
Lanai Room 144 David Butts, Bloomberg Business News



Panelists: Dinner Break on Your Own Lunch Break on Your Own
Peter Demchuk, Nightline; Steve 6:30 - 8:30 pm. (Exhibit Hall B) 11:30am - 1:30pm (Exhibit Hall B)

Dryden, Bloomberg News; Carol

Douglis, FINCA International Plenary Cultural Event Closing Plenary
8:45 - 10:15 pm 1:30 - 3:00 pm

Hearing from the Clients The Sheraton Ballroom The Sheraton Ballroom
The Marshall Room
Moderator: Performance by Ganga, music Performance by Ganga, music
Rosina Wiltshire, UNDP from India from India
Panelists: Performance by Ollantay, music Video of Ramila and Moti Parmar,
M.A. Hamid, South Asia Poverty from Latin America microentrepreneurs from India
Alleviation Program; Chandra Jagaria, Performance by Kantouran African Introductions by Sam Daley-Harris,

SEWA; Taisei Matsuki, Japanese Dance Company Director, Microcredit Summit
Mission; Fructuosa Quispe, PRO-
DEM; Maseote Alice Semosa, Small Speakers:

Enterprise Foundation TUESDAY, FEBRUARY 4 - John Hatch, Founder, FINCA
. Dr. A. El-Bindari Hammad,

Accessing Microcredit Breakfast on Your Own Executive Administrator for
Information on the Internet 7:00 - 8:00 am (Atrium) Health Policy in Development,
Meeting Room 2, Exhibit Hall B World Health Organization
Presenter: Plenary 0 Prof. Dr. Winfried Pinger, Member
Hari Srinivas, creator of the 8:30 - 9:30 am of Parliament, Development
Informal Credit Homepage in The Sheraton Ballroom Spokesman CDU/CSU, Germany

Japan, will present an Internet - Enrique Iglesias, President, Inter-
demonstration Performance by David Pomeranz American Development Bank

Video of Joanna Sampson-McCabe, -James Gustave Speth, Administrator,
Microcredit Programs and the microentrepreneur from the United Nations Development Program
Environment United States -James D. Wolfensohn, President,
The Roosevelt Room Introductions by Kathy Waldron, The World Bank
Moderator: Vice President, Citibank N.A. * Communique from Heads of
Dean Pallen, CIDA State and Government:
Panelists: Speakers: H.E. Sheikh Hasina, Prime
Dan Biller, The World Bank; Tammy E. - Bella Abzug, President, Women's Minister of Bangladesh
Newmark, TechnoServe; Mike Environment and Development
Saxenian, Conservation International; Organization Video with music by microentre-
Karin Theophile, US Forest Service - Dr. Harka Gurung, Director, Asian preneurs and their communities

and Pacific Development Center Performance by a gospel choir
Regional Plenaries/ * Poul Grosen, Executive Secretary, from the United States
National Meetings United Nations Capital
5:00 - 6:30 p.m. Development Fund

- P.A. Kiriwandeniya, Chairman,
* Africa Federation of Thrift and Credit

The Sheraton North Ballroom Co-operative Societies, Ltd.
- Ellen Johnson Sirleaf, Director,

- Asia and Pacific Regional Bureau for Africa,
The Sheraton South Ballroom United Nations Development

" Canada Program
e Cnaare S Wakako Hironaka, Member,

The Delaware Suite House of Councillors, Japan
- Mazide Ndiaye, President and

* Europe CEO, FAVDO
Virginia Rooms B and C

Council Meetings
- Latin America 10:00 -11:30 am

The Cotillion Ballroom

Delegates and observers should
- USA attend the council meeting appro-

The Washington Ballroom priate to their institution. Please
see room assignments on page 5.



-John Dahlberg -Leticia Sanchez Vega
-Eliot Daley - Frank Sanitate
-Shannon Daley-Harris - Craig R. Smith
-Sheila Davie, RESULTS UK - Gordon Starr
-Dave Ellis -Joan Sugarman
*Jorge Georgalos -Jean-Franeois Tardif,
- Representative Benjamin RESULTS Canada

Gilman, US Congress -Kathy Thompson
" Hank Jackelen -Laurier Trahan
-Joyce Jett-Ali -John Tucker, UNDP
-Dorothea Jewell - Stephen Valk
-Richard Jordan o Bruce Walker,

The Microcredit Summit -Richard Kane, RESULTS Japan
Secretariat extends its deep Kane-Lewis Productions - Nancy Winmer,
appreciation to the many people - Kinko's RESULTS Germany
who made this event possible. -Sallie Lee * Lawrence Yanovitch, FINCA
We wish to thank all of the -Kathy Morrell and Associates
funders, council members, * Lou Knowles
organizing committee members, The following pages are
plenary speakers, panelists, - Etienne LeGrand messages from thefour
co-chairs, volunteers, and - Michael Licht sponsors of the Microcredit
everyone who offered feedback - Cathy Little, RESULTS Canada Summit. Please join us in

on the Declaration and Plan of - Mohini Maholtra thanking them for their
on te Dclartio andPla ofgenerous support.

Action. - Martha Martinez

e Lynn McMullen, RESULTS US
We would also like to thank -TekeGbr-dh,

the following people for their UNIFEM
contribution to the success of
the Summit: -James Michel, Development

Assistance Committee, OECD

-Ambassador Tofiq Ali 
Bangladesh *-ohn Mitchell

- Susan Beer o Toshi Nagase, RESULTS Japan

- Benita Hofstetter Koman, -Robin O'Brien
BHK Arts Consultants, Inc. - Vaughn O'Halloran

" Robert Berg, IDC o Maria Otero, ACCION
- Eveling Bermudez International

-Ambassador Fernando -John Oyler, Institute of

Berrocal, Costa Rica Cultural Affairs

" Pam Boseman, WSEP -Barbara Phillips

" Blair Brown - Kim Posich

" Bill Burrus, ACCION - RESULTS/RESULTS

-Ambassador H.E Campbell, Educational Fund Board

Ireland of Directors

" Ambassador Anwarul -Beth Rhyne, Office of

Chowdhury, Bangladesh Microcredit Development,Chowhur, BaglaeshUSAID
" Peggy Clark, Rob

The Aspen Institute -Rob Rooy, Access to Credit

-Jose Contreras Media Project



CITIBANK IS PROUD TO BE

A LEADING SUPPORTER OF MICROENTERPRISE

PROGRAMS AROUND THE GLOBE

We welcome all MicroCredit Summit delegates and salute your efforts to

ensure that 100 million of the world's poorest families, especially the women

of those families, are receiving credit and other financial services for self

employment by the year 2005.

CITIBAN<



Our interests lay in expanding economic op-
portunity, reinforcing democracy and building
self-worth. This work helps the Foundation
fulfill its historic mission of building local com-
munities that function for the benefit of their
citizens.

CHARLES STEWART Here at home, we remain committed to the idea
that business ownership should be an option

MOTT FOUNDATION open to all Americans, regardless of socio-eco-
nomic status. And abroad, we believe that
microcredit can change lives and communities.

The significance of microcredit globally goes It is for this reason that we put our early sup-
far beyond loans made and repaid. It even ex- It srhis RESUn Eutonal up-
tends beyond very poor families working their port behind RESULTS Educational Fund, Inc.
taydsuteyonpovertypoo famltriewoin teir and its attempt to organize the Microcredit Sum-way out of poverty, malnutrition and illiteracy. mit. This international conference represents a
Microcredit builds community. And it does so i.is intrnato nerene thorsns

by lnkig popl toeac oter' suceses. unique opportunity to network the thousandsby liking people to each other's successes. of people who share a common interest in
Indeed, there is perhaps nothing more gratify- spreading the use of microcredit worldwide.
ing than being a party to the pride that is so We
self-evident when an enterprising individual is in are hopeful that this conference will result
able to create a unique product, produce and na greater visibility for the international com-
market his or her wares, or fill a service niche, munity of microenterprise practitioners and cus-

tomers, an opportunity for learning about "best
The Mott Foundation has had the exhilarating practices" internationally, and an increase in the
opportunity to play a part in that drama since resources devoted worldwide to this important
the mid-1980s, when we began funding pro- work.
grams aimed at putting entrepreneurship within Mi
reach of low-income individuals in the United croenterprise is a strategy that is simple

Stats. arl onwe iscverd aric suply enough to be understood and embraced, yet soStates. Early on we discovered a rich supply resonates with the world's psyche that it en-
of budding entrepreneurs with big dreams, yet endes wave ored pyd at it en
scarce resources. Still, they worked diligently, genders waves of demand and action n even
inthe most demoralized communities. And while

rooms, to fulfill their entrepreneurial passion. microenterprise development clearly echoes the
economic forces facing low-income communi-

The Mott Foundation strongly believes that ties, perhaps its real genius is its simplicity. For
there is much untapped entrepreneurial inter- self-employment suggests a set of small but
est and talent in low-income communities achievable steps forward into the world
throughout America - and the world. In fact, economy. In summoning people to match their
the Foundation has supported grassroots talent and labor with small amounts of credit,
microenterprise efforts in Eastern Europe, microenterprise development meets low-in-
South Africa, Latin America, and the United come communities where they are - introduc-
States. Microenterprise efforts are funded ing new opportunities to create work, income
through both our Civil Society and Poverty pro- and assets, and thereby affirming human worth
gram areas. and dignity.



Monsanto congratulates the
organizers and participants of the

Microcredit Summit

Through your support, people of the
world will achieve a better

quality of life.

At Monsanto, we see quality of life for all people as more
than a humanitarian effort. It is an economic imperative. Our
future on this planet, both as a company and as a race, depends
on economic, ecological and social balance.

We believe microcredit and other programs to help people
become more self-sufficient are important steps toward eliminating
the abject poverty that stands in the way of global sustainability.



MasterCard: Privileged to Be
Among the Leaders Committed

to the Microcredit Summit

MasterCard International is a proud sponsor of the 1997 Microcredit Summit. Our sponsorship

reflects our belief that participating in microcredit is the global responsibility of businesses every-

where to help the world's poorest families pull themselves out of poverty. As we look at the barriers

that affect the quality of life for families and youth throughout the world, nothing seems more fun-

damental than addressing the root causes of poverty-lack of knowledge, health, and resources.

We see the future of the world and its economies in the hands of our children. MasterCard works to

aid youth through programs to enhance their health, education, and access to resources. As we look

at the future of youth, we recognize that the Microcredit Summit and its long-term goal fosters hope

and self-sufficiency-two of the most integral pieces in improving the standards of living of the

world's poor. Microcredit's efforts support our own corporate social responsibility mission to educate

and prepare tomorrow's world citizens for full economic participation in their communities.

As a leader in payments and technology, MasterCard works on behalf of its members worldwide to

shape the future of money. MasterCard is already advancing the Microcredit concept through the

MasterCard-ADEMI affinity program in Latin America. By applying MasterCard's technology and

partnering with Banco Popular, a key member bank in the Dominican Republic, the program now

enables previously "unbankable" entrepreneurs to make their payments through their co-branded

cards, a service that is undoubtedly useful and beneficial to them and enhances their credibility in the

business world.

Our goal at this summit is to share ideas, gain new commitments and learn how we may best

support Microcredit to fulfill its mission. As with any worthwhile cause, there is much work ahead,

but we believe microcredit will accomplish its mission. Congratulations to all involved in this extraor-

dinary movement. We are privileged to be among the leaders committed to this effort.



Business Center hours: OTHER RESOURCES
Saturday, February 1

S8:00am - 10:00pm Each delegate or observer to the

Sunday, February 2 Microcredit Summit has been pro-

8:00am - 10:00pm vided with a set of materials in- Monday, February 3 order to foster learning, network-

8:00am - 10:00pm ing and commitment building. The

Tuesday, February 4 participant packet includes: the

8:00am - 3:00pm Microcredit Summit Declaration
0 @01 and Plan of Action, a directory of

EXHIBITORS institutional profiles of members of
the Microcredit Summit Council of

We are especially pleased to Practitioners, and an action plan

acknowledge the important contri- worksheet. Each Summit delegate

bution of our exhibiting organiza- or observer is also welcome to one

MEALS tions. All Summit participants are copy of the microentrepreneur

encouraged to spend time in the video profiles featured at Summit

The Microcredit Summit is not exhibit area exchanging ideas, Plenary Sessions. These videos are

sponsoring any meal programs learning about new and innovative available at the main information

except for the opening night programs and technologies, and kiosk in the Atrium.

dinner Sunday, February 2. networking with some of the most
Participants who have not already influential organizations in the field RESULTS EDUCATIONAL
purchased a dinner ticket, and of microcredit. FUND - an international grass-
wish to do so, may check with the roots organization dedicated to
cashier desk in the registration Exhibit Hours: generating the will to end hunger
area to purchase a ticket. Sunday, February 2 and poverty - is the convener of

10:00am - 9:00pm the Microcredit Summit and is
Participants are responsible for Monday, February 3 serving as Summit Secretariat.
securing all other meals. The hotel 8:00am - 8:00pm RESULTS Educational Fund has
has several restaurants and food Tuesday, February 4 been promoting microcredit as an
outlets in the main lobby area. In 8:00am - 12:00 noon innovative tool for the eradication
addition, a food court will be set of poverty since 1986. The
up in the exhibit hall for the pur- REGIONAL ROOMS Educational Fund is the sister orga-
chase of reasonably priced a la nization of RESULTS International.
carte items during the breakfast, Regional Rooms are set up in the
lunch and dinner hours. exhibit hall for Latin America, SECRETARIAT STAFF

Africa,Asia/Pacific, and industrial-
AUDIOTAPING ized countries. These rooms are - Sam Daley-Harris, Summit Director

furnished with tables to allow each - Ayala Sherbow, Chief of Staff
Most Summit-sponsored program practitioner and NGO to display - Lara Honrado, Media Director
sessions will be audiotaped and one stack of materials free of - Jennifer Tobin, Senior Program
tapes will be available on-site for charge. Associate
purchase. The cost of each tape is - BarbaraWeber, SpecialAssistant to
US$6. An order form is included in Chairs are available for ad hoc the Director
your participant packet, and audiotape meetings and a large message - Kevin Olbrysh, Scholaiship Coordinator
sales will be set up near the registra- board is provided for participants - Anna-Lisa Deggendorfer, Program
tion area. to post messages and to facilitate Associate

networking. The Regional Rooms - Ruth A. Hoffman, Program Associate
BUSINESS CENTER are open during the same hours as - Thomas McGregorProgramAssociate

the exhibit hall. - Michael MacHarg, Media Associate
KINKOS, in partnership with the - Jennifer Robey, Media Associate
Microcredit Summit, is pleased to Groups wanting to reserve specific - Jill Clarke, Intern
provide a Business Center in time slots for holding ad hoc and - Jacki Lippman Drucker, Intern
Exhibit Hall B. For a small charge, networking meetings in the - June Casalmir, Former Program
Summit participants can submit Regional Rooms are asked to use Associate
requests for photocopying and the large sign-up sheet posted at
faxing. the entrance to each. Time slots

are only available when there are
no other scheduled Summit Program design by
activities. Sharon Pickett & Associates



FULFILLMENT CAMPAIGN COUNCIL CO-CHAIRS

COUNCIL OF HEADS OF STATE AND GOVERNMENT
H.E. Sheikh Hasina
Prime Minister, Bangladesh

COUNCIL OF INTERNATIONAL FINANCIAL INSTITUTIONS

Fawzi H. Al-Sultan
President, International Fund for Agricultural Development

James D. Wolfensohn
President,The World Bank

COUNCIL OF UNITED NATIONS AGENCIES

Noeleen Heyzer
Managing Director, United Nations Fund for Women

James Gustave Speth
Administrator, United Nations Development Program

COUNCIL OF DONOR AGENCIES

Huguette Labelle
President, Canadian International Development Agency

COUNCIL OF DOMESTIC GOVERNMENT AGENCIES

Eduardo Pablo Amadeo
Minister of Social Development,Argentina

COUNCIL OF PARLIAMENTARIANS

Prof. Dr. Winfried Pinger
Member of Parliament, German Bundestag, Development Spokesman-CDU/CSU

COUNCIL OF PRACTITIONERS

Nancy Barry
President, Women's World Banking

Ela Bhatt
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U.S. Government Statement on Microenterprise Development and Microfinance
For the Microcredit Summit, February 2-4, 1997

This statement outlines the rationale behind the Clinton Administration's strong support for
microenterprise development. It lays out a vision for the role of the public sector in supporting
microenterprise development and outlines actions that this Administration plans to take.

The basis for any long term solution to poverty rests in the capacity of people to raise their own
incomes. In the United States and in other countries, microenterprise development has been
recognized as a promising approach for helping poor people to better their lives. The Clinton
Administration sees -microenterprise development, and concomitant efforts to provide financial
services to microentrepreneurs, as important components of its community economic
development strategy here at home and a priority in its foreign assistance strategy abroad.

The basic premise of microenterprise development is that the best and most plentiful resource for
fighting poverty is the energy of low-income people themselves. In the past, social policy has
sometimes disregarded, and thus failed to harness, this energy; all too often, anti-poverty
programs have treated recipients as passive, thus reinforcing dependency. This Administration
believes that giving people the tools and opportunities they need to increase their incomes
themselves is the strongest approach, an approach that affirms the values of hard work and free
enterprise while also helping to develop local communities.

The simple idea of bringing poor people's capacities to bear on overcoming poverty, which
microenterprise demonstrates so clearly, resonates through many of President Clinton's policies:
in education, training, social services, and in foreign assistance. This idea underlies the
President's expansion of Head Start, his education initiatives, and expansion of the earned-
income tax credit - to help families choose work over welfare, and to make work pay. By
enabling poor people in the U.S. to enter the economic mainstream, we reduce the social cost of
poverty, increase national productivity, and improve social conditions for all of us.

In our foreign assistance program, this idea underlies an increasing focus on incorporating the
vast majority of the world's poor into economic growth strategies. By encouraging inclusive
economic growth abroad, we create new markets for American exporters and investors and
increase stability, thereby enhancing our national security. This simple, powerful idea, applied
widely, is not only in the interest of the poor, it is in the interest of all Americans, no matter
where they live or what their economic status may be.

Microenterprises are very small businesses, often owned and operated by low-income
families. The term "microenterprise development" refers to policies and institutions that support
the emergence and growth of such enterprises through a variety of means, ranging from finance,
to training, to creating an enabling policy environment. "Microfuiance" involves the provision
of credit, savings and other financial products and services to low-income families, often in
support of microenterprises, but also to meet other needs, such as housing or emergencies.
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Microfinance is an area in which harnessing the energies of the poor has already borne fruit.

During the past decade - in countries as diverse as Bangladesh, Indonesia, and Bolivia -

financial innovations have emerged that allow financial services to be extended to people,

particularly women, and enterprises previously regarded as "unbankable." With these

techniques, it has become possible to lend to very poor people on a businesslike, even profitable,

basis. In developing countries, the potential demand for microfinance is enormous and virtually

untapped. Just as the creation of the 30-year mortgage transformed home-ownership in our

country earlier in this century, so microfinance techniques have the potential to transform the

financial systems in many developing countries - from systems that serve primarily a small elite,

to systems that serve the vast majority of ordinary people.

It is important to note the key assumptions underlying the Administration's domestic and

international policies towards microenterprise development, In all arenas, they build upon the

same key ingredients: the need to access capital, markets, new or appropriate technologies and

training in basic business and life skills. Throughout the world, there is an overarching need to

promote those policy and regulatory reforms that expand and democratize linkages to the formal

financial system. Such efforts will help microenterprise development become an effective means

of improving the lives of the poor on a significant scale.

Microfinance In the Developing World

The challenge facing microenterprise development globally is to learn from past successes and to

bring microfinance to a sustainable scale. To meet this challenge, microfinance practitioners will

have to use past successes as the basis for further transformation of the field.

To date, most innovation in developing microfinance has occurred outside the traditional

financial system - with non-government organizations (NGOs), credit unions, and specialized

financial institutions. Much of this innovation has been financed by government and

international donors such as USAID, the World Bank and other multilateral development banks

(MDBs), as well as private foundations. The promise of microfinance in the future, however,

depends on its integration with the formal financial system. Fortunately, microfinance has the

potential to make this transformation because microfinance services can be provided on a

profitable basis. Profitable microfinance institutions will attract private investment, qualify to

raise deposits from the public, and operate into the future without subsidies. In short, only

profitable institutions will have the access to funds to enable them collectively to reach many

millions of clients.

If microfinance is to make a difference to the millions of people around the world who currently

lack access to financial services, it will have to move beyond the limited bounds of public

funding, to full integration within the private financial market system. Three major efforts are

needed to meet this challenge:

NGOs and other specialized financial institutions should move increasingly away from

donor dependence and onto commercial sources of funds, whether through linking to the

2
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financial system or, if and where qualified, through mobilizing savings.

Commercial financial institutions such as banks and finance companies should begin
serving micro-level clients directly. These institutions have the funds and the
infrastructure to reach millions of clients, but until now have lacked the techniques and
the interest. There are signs that this is changing, as banks in places as diverse as Chile
and Sri Lanka are developing their own microfinance services.

* NGOs and specialized institutions should continue efforts to reach the poorest clients,
those in remote, rural areas, and those in need of extra social or economic services.
Additional efforts are needed to develop innovative methods for reaching these groups on
a sustainable basis.

Profitability is key to the future of microfinance. The role of the public sector - governments
and international donor agencies - is to initiate and catalyze, through seed capital, technical
assistance and policy changes, those changes that will make profitability possible. Public
investment must be crafted to support the transition to commercial sources of funds. Several
important tasks for donors and government follow from this conception of their role.

Governments, for the most part, should focus on providing the enabling environment for
microfinance, through firm but supportive banking regulation and supervision and other legal
and regulatory reforms, such as those to protect private property rights, which support the private
sector. On the policy level, development of a microfinance industry is part of a continuum of
financial sector reforms intended to facilitate economic growth - of micro- and small businesses,
as well as medium- and larger-scale enterprises. The goal of governments should be to create
financial systems that work and that are accessible. To the extent that governments do make
direct investments, it should be in the development of microfinance institutions rather than
through directly providing funds for microcredit.

Donors should leverage their limited funds by investing in the most promising microfinance
institutions: those with greatest potential to reach large numbers profitably, or those pushing
hardest to reach disadvantaged populations. This support should be based on clear performance
targets that prepare microfinance institutions for increased reliance upon commercial sources of
funds. Donor agencies must particularly avoid using their funds to postpone that time when
institutions become financially independent. Together, donors and governments have an
important function in promoting adherence to sound financial practices emerging in the
international microfinance industry. Increasingly, these practices will become the standards that
will serve as the foundation for the emergence of a larger, more mature financial system that
serves the poor.

Microenterprise Development in the United States

The U.S. financial system is highly developed. It serves the majority of Americans who are
employed in formal jobs. Self employment has grown as Americans seek to replace lost

3
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corporate jobs, supplement incomes generated from minimum and low wage jobs and to create
flexible and rewarding work environments. But even here, we are confronted with the need to
continually extend the boundaries of the financial system to reach those who are more difficult to
serve. Indeed, microfinance is just one example of this Administration's commitment to
increasing the flow of private capital and other financial services to economically distressed
areas.

- The Clinton Administration has reduced regulations and paperwork to make the
Community Reinvestment Act (CRA) more effective for borrowers and less burdensome
for banks.

a It launched the Treasury Department's Community Development Financial Institutions
(CDFI) Fund to provide seed and expansion capital to community-based banks,
community loan funds, community development credit unions, and microlenders.

0 It has launched Empowerment Zones and Enterprise Communities around the country.

0 It pioneered the use of the Unemployment Trust Fund as the source of self-employment
allowances for individuals establishing their own businesses (as an alternative to drawing
unemployment benefits while searching for employment).

Microenterprise development is a critical element of this picture. Microenterprise development
programs in the United States are a grassroots response to the recognition that low-income
people have the potential to build successful enterprises. It is a young, diverse field that operates
with diverse types of clients who lack access to finance or business-related skills, including rural
entrepreneurs, welfare recipients, dislocated or downsized workers, people with damaged credit
histories, struggling entrepreneurs in distressed communities, and recent immigrants. Some need
mainly access to credit, while others need help with basic education, technology, or business and
life skills.

These characteristics of the microenterprise field - its youth, its diverse mix of clients and
services, its placement within a well-developed financial sector and, above all, its grassroots
origins - should be the factors that shape government's response. As in the international realm,
the role of the federal government is that of a catalyst, helping to move the field forward towards
still untested frontiers.

The federal government has an important role to play in defining how microenterprise fits into
the national economy, and in ensuring that the policy environment is conducive to self-
employment. In shaping support for microenterprise development, the Administration
recognizes that initiative in this emerging field has and will continue to come from practitioners.
Thus, support mechanisms should be as flexible as possible to allow continued methodological
innovation, leading ultimately to a better understanding of what models are most effective.
Creative partnerships between government and private entities will be needed.

4
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Over the next five years, as the field of microenterprise development matures, government can
assist in promoting and disseminating information about effective methods - "best practices" -
and in supporting the emergence of performance standards. Fortunately, commercial banks and
thrifts in the U.S., with the encouragement of the federal financial regulatory agencies and the
Community Reinvestment Act, have begun to show a willingness to provide loan capital for
microenterprise lending. However, government and private foundations continue to remain the
chief sources of funding for institutional development and the ongoing operating costs of
training, business and social development services that these programs provide.

Plan of Action in Support of Domestic Microenterprise Development

The U.S. Government is involved in several initiatives to support microenterprise development
in the United States. Implemented by the Treasury's Community Development Finance
Institutions (CDFI) Fund, these initiatives include:

* Direct funding of microenterprise loan funds through the CDFI Fund program. The
CDFI Fund recently made financial awards to two microenterprise programs - ACCION
Texas and FINCA USA - and also made investments in several other CDFIs that include
microlending as part of their financing programs. The Fund is launching a significant
training and technical assistance initiative that will enhance the capacity of CDFIs,
including microloan funds.

* Administration of the Presidential Awards for Excellence in Microenterprise
Development. President Clinton recently announced the first winners of the Presidential
Awards for Excellence in Microenterprise Development. Each award winner
exemplifies, in a distinct manner, the dimensions of excellence in the U.S.
microenterprise development field.

* Coordination of the Federal Microenterprise Initiative, an effort to promote collaboration
among the various federal agencies engaged in supporting microenterprise development.
Currently, federal programs housed in agencies such as the Treasury, the Small Business
Administration, and the Departments of Health and Human Services, Housing and Urban
Development, Labor, and Agriculture support microenterprise development efforts.
Interagency collaboration affords a concerted and focused federal effort to advance the
development of the microenterprise field.

Plan of Action in Support of International Microfinance

The U.S. Government supports international microfinance through three principal mechanisms:
the development assistance programs carried out by USAID; our support for and guidance to the
multilateral development banks (MDBs); and our international policy dialogue with other
governments through bilateral channels and in multilateral fora. The Clinton Administration is
committed to utilizing all three of these channels to support microenterprise development and the
expansion of microfinance services around the world.
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USAID has been one of the recognized leaders among international donor agencies in its level of

support for and expertise in microfinance. In 1994, USAID launched a Microenterprise Initiative

designed to make microfinance a more prominent part of its economic growth strategy. Last

year, Administrator Atwood renewed this initiative, under which USAID will continue to support
microenterprise at annual levels similar to those in recent years, primarily through its overseas

missions. It will deepen tnicroenterprise strategies within each regional bureau and in many
mission programs. USAID will also maintain a strong central program responsible for funding
microenterprise programs of U.S. private voluntary organizations, carrying out research,
development and information exchange, and training USAID and partner organization staff. As
it works towards the goals of the Microcredit Summit, USAID will:

* Select institutions that show a high potential for reaching the poor while achieving
financial viability in its funding decisions about microenterprise;

0 Stress linkages to the formal financial system and explore ways to involve commercial
financial institutions in microfinance;

- Place special emphasis on poverty lending, and ensure that more than half of all clients
served will be women and that more than three-fourths of clients receiving microfinance
services from USAID-supported institutions will be poverty-lending clients; and

. Apply performance targeting in its grants, and support the development of international
financial performance standards for microfinance.

In coordination with USAID and other U.S. Government agencies, the Treasury Department
promotes U.S. development policy through the multilateral development banks (MDBs),
including the World Bank and the various regional development banks. The Treasury does this
through the Secretary of the Treasury's role on the boards of governors as well as through the
U.S. Executive Directors at each of these institutions. Treasury will continue to encourage the
MDBs to improve mechanisms for the support of microfinance by:

* Encouraging the MDBs to-work directly with governments, as part of individual country
lending strategies, to devise the policy and regulatory frameworks supportive of
microenterprise and microfinance, including reforms of property rights and labor and
capital markets;

* Promoting microfinance institution-building, helping to expand financial intermediation
by up-grading the capacities of NGO-sponsored financial institutions and developing new
technologies to promote competition for microfinance business among regulated financial
institutions;

* Developing sustainable, demand-driven training programs to provide the technical
services (such as accounting and bookkeeping, regulatory compliance and marketing
support) that can assist microenterprises to grow into businesses within the "formal"
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economy;

* Developing innovative programs to channel funds, as appropriate, to entities engaged in
microfinance; and

* With USAID, continuing to support the Consultative Group to Assist the Poorest (CGAP)
- a multi-donor organization focused on microfinance housed in the World Bank - in its
efforts to raise the quality of donor involvement in microfinance operations, mainstream
microfinance programs within the Bank, exchange best practices, and develop industry
standards.

The U.S. will also pursue its microenterprise development agenda in a variety of bilateral and
multilateral fora. For example, at the December 1994 Summit of the Americas, President
Clinton along with the Heads of State from 33 other democratic nations in this hemisphere,
agreed that strengthened support for microenterprise and small business is a key component of
sustainable and equitable development. This agreement laid the foundation for the Inter-
American Development Bank's MICRO 2001 program which will build on the past successes
with its global microcredit program and the small projects windows of the Inter-American Bank
and the Multilateral Investment Fund.

At last year's meeting of the hemisphere's Finance Ministers, this commitment to microenterprise
development was reiterated. The Ministers, led by Secretary Rubin, recognized that programs to
improve the infrastructure and operations of financial markets are central to expanding small
scale entrepreneurs' access to capital, and that microfinance institutions can facilitate the
mobilization of savings to fund investment and broaden economic participation. They directed
the Committee on Hemispheric Financial Issues, co-chaired by the Treasury Department, to
address issues of microenterprise development as part of its broader financial market
development agenda.

Through various multilateral efforts - such as the G7/G10 Emerging Markets Initiative on bank
supervisory and regulatory reforms - as well as ongoing bilateral policy dialogues, the U.S. will
continue to promote microenterprise development and the need to create supportive policy
environments for microenterprises and microfinance.
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MICROCREDIT
SUMMIT
February 2-4, 1997

Working to ensure that 100 million of the world's poorest families, especially the women of those families, are receiving credit for
self-employment and other financial and business services by the year 2005

Honorary Co-Chairs COMMUNIQUE ISSUED BY THE COUNCIL OF HEADS OF
Hillary Rodham Clinton
United States First Lady STATE AND GOVERNMENT AT THE MICROCREDIT
Tsutomu Hata SM I RSNE H LNR
Former Prime Minister, Japan SUMMIT AND PRESENTED TO THE CLOSING PLENARY
Her Majesty, Queen Sofia BY THE COUNCIL CO-CHAIR H.E. SHEIKH HASINA, PRIME
Spain MINISTER OF BANGLADESH ON 4 FEBRUARY 1997
Organizing Committee
Nancy Barry

Women's WorldBanking We, the Heads of State and Government, and our
Eta Bhatt representatives participating at the Microcredit Summit held inCeneral Secretary, Self EmployedDC.treonz
Women's Assoc., India Washington, D.C. from 2 to 4 February 1997, recognize that
Margaret Catey-Carlson collective human effort can produce extraordinary achievements. AsPresident
Population Council we enter the twenty-first century with nearly a fifth of the world's
Michael Chu
President and CEO population still living in absolute poverty and with nearly thirteen
ACCION International million children still dying each year from its effects, we renew ourConnie Evans dig ya t
President, Women's Self- efforts to mobilize the dynamic energy of collective human will in
Emplomen roject, USMPH the effort to end absolute poverty.
Exec. Dir., Task Force for
Child Survival and Development
John Hatch, PhD We believe that successful anti-poverty strategies must unleash
Founder the energies of people living in poverty and enable them to gainFINCA, Cuatemalaenris polin nae
Wakako Hironaka access to resources, including capital, to improve their situation - for
Member, House of Councullors
Japar Hthemselves, especially their youth and children, and for the society
IsmailSerageldin they live in - which in turn would promote social justice, harmony
Vice President

oldak and contribute to the consolidation of peace. We note that freedom
Ellen ohnson Sireaf from the bondage of poverty promotes education, health and
Reg. Dir., Bureau for Africa
UN Development Program increases the well-being of people. To this end microcredit has been
Kathy Waldron found a most effective tool.Vice President
Citibank N.A.

Managmadg Duc" We join with other actors of society to launch the Microcredit
Crameen Bank, Bangladesh Summit's global campaign to reach 100 million of the world's
Summit Director poorest families, especially the women of these families, with credit
Sam DaleynHams for self-employment and other financial business services by the yearPresident, RESULTS thetcommtmentat
RESULTS Educational Fund 2005. We recognize the campaign's commitment to the
Drganizations listed fordeeomn sutialwhcwmn ter
informationalPurpoes development of sustainable institutions which assist women and their
A project of the RESULTS families living in poverty, while at the same time creating an
Educational Fund incentive for micro-enterprise activities and generating self-
Sponsoredby employment.
cmcORPa
FO UNDATHION

CHARLES STEWART. We believe that access of people to credit would enable them
MOTT FOUNDATION to work their way out of poverty with dignity, promote their
AfasteCantemationd effective participation in social, economic and political activities and
Monsanto Fund would contribute to sustainable development.
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We recognize that governments will need to play a crucial role in this
movement and therefore, we welcome the Summit's Declaration and Plan of Action
and expect to consult with leading practitioners to identify and implement best
practices.

We bring our energies to this effort because we recognize that microcredit
programmes are a key strategy towards achieving many of the goals, including the
eradication of poverty and empowerment of women, agreed'to at the major global
gatherings of this decade, including the World Summit for Social Development in
Copenhagen and the Fourth World Conference on Women in Beijing.

We call on all people of goodwill to join in the effort to expand the reach of
credit for self-employment and other financial and business services to 100 million of
the world's poorest families, especially the women of those families, by the year
2005. We believe this to be a critical next step in the effort to reduce overall poverty
substantially and eradicate extreme poverty from the face of earth.

We believe that if we all work together, this campaign will become one of the
great new chapters in human history and will allow tens of millions of people to free
themselves and their families from the vicious cycle of poverty. We call on all donor
countries, international institutions and other bodies involved in eradication of
poverty to fully utilize the opportunities that could be provided by institutional
microlending to people living in poverty, especially women.

We pledge to inform and educate our peoples about the effectiveness of
microcredit and to be spokespersons for this remarkable development tool and the
establishment, adaptation and reform of institutions that will be needed to ensure its
expansion to tens of millions more.

We pledge to make our nations an example for this campaign and endeavour
to ensure that half of the families who are among the very poor are participating in
microcredit programmes by 2005.

We will make known to other leaders our commitment to this extraordinary
effort for the eradication of poverty and empowerment of peoples living in poverty
and to the campaign launched at this Microcredit Summit.

We will encourage other Heads of State and Government to join with us in the
effort to arrive at the most important goal of our time.



Microcredit Summit Declaration of Support
Our purpose as an assembly is to launch a global campaign to reach 100 million of the

world's poorest families, especially the women of those families, with credit for self-
employment and other financial and business services by the year 2005. We commit

to the development of sustainable institutions which assist very poor women and their
families to work their way out of poverty with dignity.

To this end we endorse the efforts outlined below and pledge to assist with those that fall
within the purview of our institution:

+ Build institutional capacity to reach very poor people in developing countries by
(1) strengthening existing microcredit, savings, and business development institutions
through networking and exchange of experience, (2) preparing new practitioners
through programs of training for social entrepreneurs and microcredit managers, and
(3) promoting appropriate policy legal and regulatory changes;

+ Build institutional capacity to reach poor people in industrialized nations and in the
economies in transition by (1) strengthening existing microcredit, savings, and
business development institutions through networking and exchange of experience,
(2) preparing new practitioners through a program of training for social entrepreneurs
and microcredit managers, and (3) promoting appropriate policy, legal and regulatory
changes;

+ Develop, announce, implement, and update an Institutional Action Plan outlining
how our institution will contribute to the fulfillment of the Microcredit Summit's goal;

+ Enlist others in the campaign to meet the Summit's goal, promote a learning agenda
and the exchange of best practices, and encourage the development and fulfillment of
institutional action plans; and

+ Work with the media to expand awareness, fuel implementation, and enlist new
participants in the campaign.

The Summit estimates that up to US$ 21.6 billion will be required to meet the estimated
needs; the allocation of these funds being highly conditional on the absorptive and expansion
capacity of the microfinance institutions to use the funds. The resources needed to achieve
this goal will come from multilateral and bilateral donors, government agencies, grant
making organizations, the general public, banks, financial markets and other commercial
sources, and the savings, interest payments, and service charges of the microcredit clients
and others in their communities.

Out of a commitment to these goals and to the spirit of the Microcredit Summit
Declaration and Plan of Action, I sign below on behalf of my institution.

Signature Title

Print Name Institution

Country Summit Council

Date



I. THE GROUP OF 77
New York

Office of the Chairman

MESSAGE OF THE CHAIRMAN OF THE GROUP OF 77,
AMBASSADOR DAUDI NGELAUTWA MWAKAWAGO,

TO THE MICRO-CREDIT SUMMIT
HELD IN WASHINGTON, D.C., ON FEBRUARY 24, 1997.

Mfr. Chairman,
Your Bxltlencicu,
Ladies and Gentleman,

On behalf of the Group of 77 whose 132 member countries waddle three of the
world's six cominents comprising two thirds of the world's population, we bting
greetings to all the participants and our sincere appreciation to the organisra of the
Summit.

As we enter the Twenty-first century, over one billion people of the world are
affficted by poverty. Yet the world is endowed with resources and riches which, if
properly dijected, could wipe out the scourge. Pious words or lofty declarations will not
alleviate the plight of the poor people. What is needed are concrete actions which will
empower them to help themselves. It is against that background that we view the Summit
as an important milestone in addressing seriously this menace of the twentieth century.

In the Group of 77, we view tho Summit as providing an enabling envuonment
that will lead to many govcrnmpiu, UN agencies, NO0s, civil society and the private
sector adapting the initiative to suit their policies and programumes.

As long as there ame millions of poor out there them can never be reasonable
peace. For peace can only thrive where there is justice. The poor have no self-esteem in
a situation of extreme poverty. It is a fact that in extreme poverty we all lose our self-
esteem. The eradication of poverty will ensure that humanity fulfilled itself.

At the 20h Annual Ministerial Meeting of the Group of 77 held in New York on
September 27, 19%, the Ministers recalled that the United Nations had designated 1996
as the International Year for Eradication of Poverty. The Ministers further reaffirmed
their coimituctit to the eradication of poverty and emphasized that commitments agreed
upon at the World Summit for Social Development in Copenhagen should be fully
implemented.

P.O.OX 20- NEW YORK, N.Y. 10017 U.S.A. - TELEPHONE (212) 9L3-4777 * (272) 963-3916 s FAX (212) 963-3515/953-1753
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As we analyse the content of poverty in many countries especially the Last
Developed mad Africa, the majority of the poor are women. And to make matters worse
all global efforts at restructuring of the economy has thrown more women out of the job
market. Hence the term the feminization of poverty.

Mr. Chairman,
Exellendeis,
Ladies and Gantlemen,

This Summit can take the first crucial step& toward the eradication of poverty.
Th success stories of Hangladesh. where the Grameen Bank experience is a clear
testimony of what can be done with modest approach. Already many countries in the
Group of 77 have introduced the Grameen philosophy with varying results. But what is
clear is the poor know what is in their best interest. The international community should
create the environment for helping the poor liberate themlves.

Once apin, on behalf of the Group of 77, we wish the Suranmit not only success
but also the laying of a foundation stone for the eradication of poverty from the face of
the Earth. The world would be a better place if women are empowered and helped to
advance therselves. Such empowerment will help families and humanity at large. It can
be donc if everyone played his part.

Daudi N. Mwakawago
Ambassador and Peruanat Representative

of the United Republi of Tansard
to the United Nations

Chairman of the Group of 77
New York.



IMICROCREDIT
SUMMIT
February 2-4, 1997

Working to ensure that 100 million of the world's poorest families, especially the women of those families, are receiving credit for
self-employment and other financial and business services by the year 2005

Honorary Co-Chairs
Hillary Rodham Clinton LETTERS OF SUPPORT FOR TLE MICROCREDIT SUMmIT
United States First Lady

Tsutomu Hata
Former Prime Minister, Japan "As Co-Chair of the Microcredit Summit Council of Heads of State and

SH Majesty, Queen Sofia Government, I have the honor of inviting you to join me as a member of

the Microcredit Summit Council of Heads of State and Government. As a
Organizing Committee member of the Council, I would look forward to having you participate

President with me in the first global Microcredit Summit, to be held in Washington,
Women's World Banking DC from 2 to 4 February 1997."
Ela Bhatt
General Secretary, Self Employed
Women's Assoc., India Her Excellency, Sheikh Hasina
Margaret Catley-CarisonExeenSeu Hs a
President Prime Minister, Bangladesh, October 27,1996,
Population Council in a letter to 185 heads of state and goverment.
Michael Chu
President and CEO
ACCION International "...In my 24 years in the U.S. Congress, the work I have done to expand
President, Women's Self- the reach of microcredit programs around the world is among the things for
Employment Project, USA which I am most proud... .I urge you to join me in supporting the

W m.,FTk FoMD, MPH Microcredit Summit by encouraging your government's participation in the
Child Survival and Development Microcredit Summit."
John Hatch, PhD
Founder
FINCA, Guatemala Representative Benjamin A. Gilman
Wakako Hironaka Rltos"
Member, House of Councillors Chairman, House International Relations Committee,
Japan August 1, 1996, in a letter to
sil SPrageldin 168 Ambassadors to the United States.

The World Bank

Een"Di ohnsona rica ... microcredit programs have brought the vibrancy of the market economy
UN Development Program to the poorest villages and people of the world. This business approach to
Kathy Waldron
Vice President the alleviation of poverty has allowed millions of individuals to work their
Citibank N.A. way out of poverty with dignity.
Muhammad Yunus, PhD
Managing Director
Grameen Bank, Bangladesh James D. Wolfensohn
Summit Director President, World Bank, July 11, 1996
Sam Daley-Harris in a letter to the Chairs of 90 of the largest
President, RESULTS international

RESUT t onal Fbanks and commercial financial institutions.

Organizations listed for
informational purposes only "Your country's support to and participation at the Microcredit Summit will
Apuctof tESULTS be a vital endorsement for this great initiative and will reinforce our joint

Sponsored by battle against poverty."

FONDATO Ambassador Fernando Berracol Soto
C UN7470WO

CHARLES STEWART Permanent Representative of Costa Rica to the UN
MOTT FOUNDATION and Chairman of the Group of 77, July 23, 1996,
Mastercard International in a letter to 132 UN ambassadors.
Monsanto Fund

236 Massachusetts Avenue, NE, Suite 300, Washington, D.C., 20002 USA@ ph: 202/546-1900 'fax: 202/546-3228' microcredit@igc.apc.org



MICROCREDIT
SUMMIT
February 2-4, 1997

Working to ensure that 100 million of the world's poorest families, especially the women of those families, are receiving credit for
self-employment and other financial and business services by the year 2005

Honorary Co-Chairs
Hillary Rodham Clinton MICROCREDIT SUMMIT SUPPORT
United States First Lady

Form e Minister,Japan I am personally, absolutely committed to this activity [microcredit] .... I can

Her Majesty, Queen Sofia see the importance particularly for women in Africa, and for women generally
Spain ... there is an initiative going on in which we're participating.. .to try and get to

Organizing Committee 100 million families by 2005--which means if we can get credit to 100 million
Nancy Barry families with six a family, that's half the population of the world living on
President
Women's World Banking under a dollar a day.
Ela Bhatt James D. Wolfensohn, President
General Secretary, Self Employed World Bank
Women's Assoc., India WrdBn

Margaret Catley-Carlson
President
Population Council
Michael Chu I fully support this bold initiative to launch a global movement to reach 100
President and CEO tewrds ~ '~ i h eaewt on
AccioN International million of the world's poorest families in the next decade with microcredit loans
Connie Evans for self-employment... We are proud to join you and your partners in
President, Women's Self-
Employment Project, USA this noble endeavour.
William Foege, MD, MPH Huguette Labelle, President
Exec. Dir., Task Force for Aec
Child Survival and Development Canadian International Development Agency
John Hatch, PhD
Founder
FINCA, Guatemala
Wakako Hironaka Thank you for your invitation to serve as Honorary Co-Chair of the Microcredit
Member, House of Councillors Summit together with Hillary Rodham Clinton.. .I feel this is
Ismail Serageldin a worthy endeavor and I accept your invitation.
Vice President
The World Bank

Ellen Johnson Sirleaf Tsutomu Hata, former Prime Minister of Japan
Reg. Dir., Bureau for Africa
UN Development Program Member of the Japanese House of Representatives
Kathy Waldron
Vice President
Citibank N.A.
Muhammad Yunus, PhD Let me assure you that we will be happy to support you in making the
Managing Director de
Grameen Bank, Bangladesh Microcredit Summit a success. I share with you a deep enthusiasm for what

this remarkable tool can be in the future for poverty eradication.. .The most
Saa HitaDireris appropriate role for UNDP will be to finance developing country participants

President, RESULTS Ienational from all regions in the world to ensure the Summit is as global as possible.
RESULTS Educati Fund

Organizations listed for
infrmnational purposes only James Gustave Speth, Administrator

A project of the RESULTS United Nations Development Program
Educational Fund

Sponsored by

cmCORP@ [The] Microcredit Summit.. .is an important initiative and a crucial piece of
N DATI ON the larger fight against poverty that the international community must support.

MOTT FOUNDATION

MasterCard Internationa Carol Bellamy, Executive Director

Monsanto Fund United Nations Children's Fund

236 Massachusetts Avenue, NE, Suite 300, Washington, D.C., 20002 USA* ph: 202/546-1900efax: 202/546-3228 e microcredit@igc.apc.org



OVERALL MESSAGE

The Persistence of Poverty

0 1.3 billion live on less than $1 a day - 70% of them women.

* 40,000 people die every day because of hunger-related diseases

* 50 million children are mentally or physically damaged because of improper

or inadequate nutrition
0 130 million children don't go to primary school (80% of them girls).

And inequalities are growing

" Between 1960 and 1990 the incomes of the richest 20 percent grew 3 times

faster than the incomes of the poorest 20 per cent. As a result the share in

global incomes of the poorest 20 percent has fallen from 2.3% to 1.4%.

" In Latin America today, a quarter of the population lives in absolute poverty.

" In South Asia half the people over the age of 15 cannot read and write.

* And there are countries where the incomes of the wealthiest 10 percent can be

80 times the incomes of the poorest 10 percent.

The Bank is more committed than ever to poverty reduction

We know that broad-based sustainable economic growth coupled with improved access to

education, health care and social services is essential for reducing poverty.

But the poorest of the poor lack access to even these basic services.

Urgent need to create opportunity, to bring people into the economic mainstream,
and to do so in a way that respects human dignity.

Beauty of microcredit is that with a simple $100 loan one begins to unleash human

potential.. .and that in turn has an extraordinary multiplier effect - on the family, the the

village, the community...

My travels around the world have underlined 2 things:

1. that people retain a dignity and a desire to help themselves even among the most abject

conditions. If that desire for self-help can be combined with opportunity, the results can

be dynamic - not just economically but socially and spiritually.

2. that people have to be given the opportunity to do it their own way. We can't impose

models cooked up in Washington, or London, or Paris which pay little or no attention to

local conditions and local needs.

1



The beauty of microcredit is that it is so local, and that it puts people together with the
private sector in a way which enables them to create their opportunities, to have their
dreams and their hopes begin to take flight. The woman who has 3 cows today but
dreams of adding sheep and maybe pigs tomorrow. ...

But for microcredit to maximize its potential capacity building is essential -
ensuring the financial sustainability of institutions to reach the very poor is the major
challenge.

Let me assure you that the Bank wholeheartedly supports the summit's goal of
reaching 100 million of the world's poorest families, especially the women, with
credit by the year 2005.

But none of us in this room can achieve this goal alone.

Vital importance of partnerships and of leveraging learning. Let me give you just one
example. South Asia program of training whereby staff involved in poverty reduction
programs which include microcredit (10 in Pakistan) spend 2 weeks in the field being
trained by NGOs - this will be followed up by similar training programs in Sri Lanka and
Bangladesh).

What is the Bank's contribution?

Bank's 3 pronged strategy

1. creating the enabling env nn ment - comparative advantage of policy dialogue with
governments, legal and tax reform, creating a level playing field for microenterprises;
2. a - $100 million loan to Government of Bangladesh to be
who e d throug P-KSF- quity and quasi-equity investments - IFC investment in
Profund and KREP in enya.
3. Participation in multidonor efforts - CGAP_ - best practice; mainstreaming within
Bank operations.

40,000 people dying each day because of hunger-related causes and 50 million children
being physically or mentally damaged because of inadequate nutrition is quite simply a
human toll which we can no longer afford to pay.

Micro-finance isn't a panacea. All of us in this room know how important
macroeconomic fundamentals and investments in education and health continue to be.
But the beauty of microfinance is that it offers us one way to bring down those numbers
in a way that respects the resourcefulness, the self-respect and the independence of the
human spirit.

2



James D. Wolfensohn A
Micro-Credit Summit

February 4 1997

Talking Points for the Luncheon

Sorry to have missed the first two days. Have heard that the Summit has been a great
success. Want particularly to thank Sam Daley-Harris and his team:

Members of the organizing Committee;

- Nancy Barry, Women's World Banking
- Ela Bhatt, SEWA in India
- Margaret Catley-Carlson, Population Council &.4

- Michael Chu, ACCION Internatioanl
- Connie Evans, Women's Self Employment Project in Chicago
- William Foege, Executive Director, Task Force for Child

Survival and Development
- John Hatch, Foundation for International Community Assistance

(FINCA)
- Wakako Hironaka, Member, House of Councillors
- Ismail Serageldin
- Ellen Johnson Sirleaf, UNDP
- Kathy Waldron, Citibank
- Muhammad Yunus .

Grameen Bank

" A d the staff in the CGAP Secretariat for providing comments on the Summit's
Declaration and Plan of Action.

" Want to assure you that the Bank fully supports the goal of the Summit to expand
microcredit services to 100 million poor families throughout the world.

" We know that broad-based, sustainable economic growth coupled with improved
access to education, health-care and social services reduces poverty.

* But despite all the advances on the development front, over one billion people
continue to live in abject poverty - 70% of them women; some 40,000 people die
every day of hunger-related causes; and the bottom 20 percent receive only 1.4% of
the world's income.

" Many of these people simply don't have access to basic services.

1



" Micro-finance isn't a panacea. It is, however, one effective instrument to reach the
very poor. And the beauty of it is that it recognizes peoples' desire not to be the
recipients of handouts but to help themselves. ( Your observations of the importance
of this - Women of Katwe, Uganda transforming banana peels into charcoal
briquettes).

" But it isn't easy. Bank has learnt a great deal over the last 5 years after a number of
Taii stas

" Most important lesson we have all learnt is that building the capacities of institutions
to reach very poor people and ensuring their fina sustainability is the major
challenge. r A) IA;. P -

What can the Bank bring to the micro-finance table?

1. Assistance in creating the enabling environment on which so much else depends
= comparative advantage stemming from the fact that we work with developing

cQiutmgovernmets;
a long record of creating an enabling environment for financial intermediation -

this can now be adapted for micro-finance policy issues.
=> Leverage to put in place appropriate legal and regulatory frameworks. (Policy-

mandated interestrateceilings canpre-cude T~ sGo-m recovering their full
costs; regulatory frameworks with high and reserve minimum capital
requirements may be inappropriate for MFIs seeking formal status and the
right to legally collect deposits).

* And the Bank plans to step-up its micro-finance policy dialogue agenda within the
context of its financial sector support programs.

2. Support for innovative approaches to wholesaling micro-credit:

* Success in Bank micro-finance initiatives depends on 2 key factors,:
a the wjii s ohe ocal government to tak oan tsupport viable micro-

finance and;
= the existence of an appropriate structure on the ground for channeling Bank

funding. --

" The Bank's primary instrument for funding is through loans to governments - this
requires that governments support the micro-finance infrastructure and channel funds
to those who need it e.g. the $100 million loan to the Government of Bangladesh to
be wholesaled by P-KSF at concessional interest rates to retail micro-finance
institutions.

r -2
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* Local initiative is key. To date it has been indigenous, generally non-governmental,
institutions which have had the most solid achievements. The Bank recognizes the
potential of these groups to administer Bank-funded micro-finance support and ensure
that funds are directed to those MFIs that have the absorptive capacity and potential
for viability.

" The Bank is exploring equity and quasi-equity investments in micro-finance
institutions. IFC through its equity and quasi-equity instruments has recently invested

in PROFUND in Latin and Central America, and in the newly formed K-REP Bank in
Kenya.4Since 1990. K-REP has provided 20,000 loans, and ac'hved a repayment
iat'fover 97%, and recorded operational priority since 1993.)

* We also want to build bridges between the private sector/ commercial banking sector
and micro-financiers and are exploring ways in which we can assist in this process.

3. Participation in multidonor efforts -Consultative Group to Assist the Poorest
(CGAP)

* In June 1995 World Bank served as catalyst in creating the 24-member, multidonor
effort. To date, the Bank has put in $32 million.

Importance of CGAP for:
= establishing best practice, forging partnerships, and strengthening donor co-

ordination.
= Supporting MFIs that are clearly moving towards financial sustainability.
o Supporting the development of key tools that will improve the quality of

microfinance - audit and financial standards, a data base of MFIs and a study
of national and regional funds.

= mainstreaming micro-finance within World Bank operations.
= CGAP also represents an experiment for the Bank in testing a grant instrument

to non-government guaranteed institutions.

* Underlying all this, however, is the need to learn from one another. The most
important contribution of the Summit may well be that it enables us all to leverage
our experience and move forward to tackle the problems of poverty in partnership.

* 40,000 people dying each day because of hunger-related causes and 50 million
children being physically or mentally damaged because of inadequate nutrition is
quite simply a human toll which we can no longer afford to pay. The beauty of
microfinance is that it offers us one way to bring down those numbers in a way that
respects the resourcefulness, the self-respect and the independence of the human
spirit.

3
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A REVIEW OF THE WORLD BANK'S
MICRO-FINANCE PORTFOLIO

EXECUTIVE SUMMARY

I. One of the objectives of the Consultative Group to Assist the Poorest (CGAP) is to
mainstream micro-finance within Bank operations. This report provides the basis for that effort
by reviewing the existing Bank portfolio of micro-finance activities (including both lending and
non-lending operations) and available information on the project pipeline. In the context of this
review, micro-finance institutions include organizations which take financial deposits or make
loans in small amounts (usually less than $1,000) and whose clients are, for the most part, low
income households, self-employed, or engaged in very small productive or commercial
operations.' A microenterprise typically is an informal sector business with 5 workers or less,
and with fixed assets valued at less than $10,000.

II. The Bank's micro-finance portfolio from FY91- FY96 includes 56 projects, with a total
investment of $713.5 million ($428.9 million from IBRD loans and $284.6 financed by IDA
credits). After four years of declining investment in micro-finance activities, there was renewed
interest in FY95 and FY96. The number of loans or credits approved with micro-finance
activities jumped from 6 (FY95) to 12 (FY96), and overall funding grew from $11.5 million in
FY94 to $87.8 million two years later.

III. A review of the Bank's micro-finance activities and pipeline reveal six major trends.
First, interest is growing in borrower countries and Bank country departments which have not
previously programmed micro-finance activities. Second, Bank operations with micro-finance
components are under development in several large Asian countries, thanks in part to regulatory
framework changes. Third, most projects use a two-tiered approach, with the Bank reaching
micro-finance retailers through newly established wholesale institutions. Fourth, there are five
project modalities which are used to deliver micro-finance services, including (i) financial sector
loans, (ii) private sector development loans, (iii) rural finance, (iv) stand-alone micro-finance
development, and (v) social funds. The most common are social funds and micro-finance pilots.
The fifth trend is the high level of interest in micro-finance in Africa and the Europe and Central
Asia (ECA) regions, both during the past six years and in the pipeline.

IV. The sixth trend is the increasingly important role of non-lending modalities, which
directly affect the environment in which micro-finance institutions operate. These instruments
include (i) technical assistance, (ii) regulatory framework and policy dialogues, (iii) grants for
pilot operations, and (iv) economic and sector work [ESW], and (v) increased donor coordination
through CGAP and at the borrower country level.

This definition is based loosely on discussions with William Steel of the Africa Region. These
definitions are used in the absence of official Bank definitions of these terms.



DRAFT -- for discussion purposes only

V. Other patterns have emerged from the portfolio review. Project size has decreased
significantly since FY91 (with $24 million average loan size2). In FY96, the average Bank
funding for micro-finance (for both stand-alone projects and components) was $7 million.
Regionally, there has been an increase in the transition economies' participation in micro-finance
activities. The Africa Region also led the way in micro-finance activities in recent years.
Finally, while project documents (including Supervision Form 590s) rarely provide detailed
information on methodologies and financial performance, all of the available evidence suggests
strongly that with few exceptions Bank micro-finance operations do not employ "best practices"
approaches.

VI. Based on these findings, seven recommendations are provided:

1. Clarify policy guidelines. As Operational Directive 8.30 is restructured, it is important to
clarify policies to provide guidance on when subsidies are appropriate, how to incorporate
micro-finance into financial sector reform, and the role of capacity building.

2. Improve supervision and reporting. The Bank should incorporate a few key performance
indicators developed from best practices to supervise and report on micro-finance
activities.

3. Build Bank staff micro-finance technical capacity. Bank staff need greater exposure to
aspects of micro-finance project design and need to develop more technical skills in
finance.

4. More efforts in technical training for host country government counterparts and
practitioners. Additional efforts are needed from the Bank group to bring best practices to
policy-makers and field-level practitioners.

5. Review the experiences of micro-finance components in social funds. The Portfolio
Improvement Program is currently undertaking a review of social funds. Bank micro-
finance operations can improve if they build upon the lessons learned from this exercise.

6. Improve coordination and product development within the Bank Group. Recent
coordination on the Kenyan program K-REP by CGAP, ASTHR and IFC sets an important
precedent, and the Bank Group should continue this type of coordination as it widens the
scope of activities in micro-finance. It may also be timely for Bank management to
consider-a product management unit exclusively devoted to developing Bank micro-finance
operations.

7. Learn from and work with other donors. The Bank is on a steep learning curve in the field
for micro-finance, and would benefit from increased interaction with other donors who
have more experience.

This figure includes a $125 million credit to Indonesia (BRI) for micro-finance, and when calculated
without this credit the FY91 average figure drops to $18.6 million still significantly larger than in
FY96.

ii
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I. INTRODUCTION

1. This report examines the Bank's portfolio of micro-finance in four sections. The first
section presents the Bank context for micro-finance activities for the past five years, as well as a
description of the database used in this analysis. The second section provides an analysis of the
composition of the lending portfolio from FY91 to FY96, including information on the number
and scale of projects and component, the modalities, target group characteristics, and the range of
financial services provided. The third section provides a qualitative assessment of the changing
modalities of Bank lending and non-lending activities, and a discussion of broader trends in the
portfolio. The final section offers specific recommendations for improving Bank micro-finance
project and component design, implementation and monitoring.

A. The Micro-finance Context

2. Micro-finance has become a growth field for multilateral and bilateral agencies,
development banks, non-governmental organizations (NGOs) and community organizations. In
the context of this review, micro-finance institutions include organizations which take financial
deposits or make loans in small amounts (usually less than $1,000) and whose clients are, for the
most part, low income households, self-employed, or engaged in very small productive or
commercial operations. A microenterprise typically is an informal sector business with 5
workers or less, and with fixed assets valued at less than $10,000.

3. To advocates, micro-finance offers strategies to target households below the poverty line
and deliver financial services in sustainable, participatory ways. There are an increasing number
of micro-finance success stories, led by Grameen Bank in Bangladesh, Bank Rakyat Indonesia's
Unit Desa system, BancoSol in Bolivia, Kenya Rural Enterprise Programme (K-REP), and the
rural savings and loan movement in Benin. In a few countries, commercial banks have begun to
consider microenterprises as a new market niche. However, in most cases, the promise of micro-
finance has proven illusory, due to very high transaction costs, poor repayment, the lack of basic
market infrastructure, and regulatory frameworks which limit on-lending interest rates.

4. In the late 1980s and early 1990s, the Bank lagged behind other multilateral and bilateral
institutions and non-government organizations in micro-finance, continuing to work on a small
scale with government ministries and development banks to support targeted lines of subsidized
credit. 2 The 1992 Levy Report challenged the Bank to find new ways to do business in the field
of finance, leading to Operational Directive 8.30 (on Financial Sector Operations). O.D. 8.30 set
strict guidelines on the use of subsidies, advocated commercial on-lending interest rates, and
emphasized performance benchmarks to track a project partner's long term financial
sustainability. Due to difficulties in putting the guidelines into practice, particularly in terms of
subsidies, institution building and savings mobilization, O.D. 8.30 is presently being recast.

This definition is based loosely on discussions with William Steel of the Africa Region.

- For a summary of disappointing results in working with government development banks, see Yaron, Successful Rural
Finance Institutions. (Chapter 1), World Bank Discussion Paper #150, 1992.

2



DRAFT -- for discussion purposes only

5. Against this backdrop, the Consultative Group to Assist the Poorest (CGAP) has
completed a review of the Bank's micro-finance portfolio from FY91 to FY96 to (i) measure the
scale of investment of over the past five years, (ii) identify trends, difficulties and opportunities
in this field, (iii) develop a plan to meet Bank staff training needs and (iv) suggest new ways to
do business more effectively. This portfolio review complements CGAP's work in developing
relationships with leading NGOs, other practitioners and member donors, as well as ongoing
economic and sector work and training activities conducted by the Sustainable Banking with the
Poor initiative (ASTHR and AGR), Micro-finance Action Research on Sustainable Micro-
finance Institutions in the Africa Region, the Finance Sector Development Department's (FSD)
work on rural micro-finance, the Economic Development Institute (EDI), and recently, the
International Finance Corporation (IFC).

B. Description of the Database

6. The Bank micro-finance database draws on a number of internal data sources, including
3

staff appraisal reports , project information documents, project descriptions, and task manager
interviews. Bank micro-finance activities include those activities- which provide funding or
technical assistance in support of micro-finance development. The database includes projects
and compdnents in which microenterprises make up a significant share of clients, although they
may not be the only target group. While this database continues to collect information on micro-

finance activities this review includes only information available as of June 30, 1996, the end of
Fiscal Year 1996.

7. The database includes projects from FY91 to FY96 which work directly with financial
intermediaries in the provision of financial services to microenterprises (among other clients). In
addition there are currently 34 projects with micro-finance activities in the Bank pipeline (from
FY97 to FY99). However, the information on these projects is much more limited. In the future,
the database will be expanded to track: (i) lending and non-lending activities which enhance the
ability of microenterprise operators to improve management skills and gain access to inputs and
production technology, and (ii) policy dialogue and activities which improve the regulatory
framework for micro-finance institutions.

8. The Supervision Form 590s4 proved to be an inadequate source of information on the
performance of micro-finance activities, especially components. The Form 590s rarely track
trends in key financial performance indicators, making it impossible to identify and address
operational problems in a timely manner.

3 Staff Appraisal Reports (SARs) are World Bank project preparation documents which outline project
objectives, contents and terms.

4 Supervision Form 590s are World Bank project implementation supervision documents.

3
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II. DESCRIPTION OF THE FY91 TO FY96 BANK MICRO-FINANCE ACTIVITIES

A. Scale of Bank Micro-finance Lending

General Trends from FY91 to FY96

9. The total amount committed by the Bank specifically for micro-finance activities during
the FY91-FY96 period was $713.5 million, with $428.9 million from IBRD loans and $284.6
financed by IDA credits. There were 56 Bank projects with micro-finance during this time.

10. After a four-year trend of declining micro-finance investments, there was renewed
interest in micro-finance programming in the Bank in FY95 and FY96. The number of projects
initiated with micro-finance activities jumped from 6 (FY95) to 12 (FY96), and overall funding
grew from $11.5 million in FY94 to $87.8 million two years later. This renewed interest is
reflected in an increase in the number of projects rather than the size of operations. With rare
exceptions, micro-finance activities remain a small component of larger projects, rather than
stand-alone efforts. In regional terms, Africa and ECA have led the way. In sectoral terms,
while agriculture dominated in the early 1990s, the portfolio has become increasingly diversified.
The IFC has also become increasingly active in micro-finance programming, approving a $1
million operation with K-REP Bank in Kenya, and working with the $20 million ProFund which
provides loans and equity for micro-finance in Latin America.

Number of Projects

11. The increased number of micro-finance activities reveals increased interest in this field.
Over the six-year period, 56 projects were initiated (See Graph 1). There are 12 new projects in
micro-finance beginning in FY96. This equals the previous high of 12 in FY91, and is
significantly more than the number undertaken in FY95 (6). While the pipeline data from FY97
to FY99 is more sketchy, it suggests that interest remains high in micro-finance programming.

Graph I
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Funding Trends

12. The total amount committed specifically for Bank micro-finance activities during the
FY91-FY96 period was $713.5 million. However, this amount was not evenly distributed over

4
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the six-year period (see Graph 2). Funding levels increased in FY96 compared to previous
years. In FY91, led by a $125 million loan to Bank Rakyat Indonesia, total Bank micro-finance
lending amounted to $293 million.5 By FY94, total lending for micro-finance activities had
dropped to less than $12 million. The investment began to grow in FY95 (about $42 million)

6and continued to grow in FY96 ($87 million)

Graph 2
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13. The source of funds for micro-finance for the six-year period shows that both IBRD and
IDA funds have been used (Graph 2). While 64% programming was covered by IBRD funds in
FY95, all FY96 activities were funded by IDA. 7 IBRD funds were also the main source of funds
in FY91 and FY92, while IDA was the only source in FY93.

The BRI investment was an exceptional opportunity for a stand-alone investment in 1991. While its
inclusion affects the amount of 1991 investment, the overall trend would remain much the same.

6 This figure excludes the $30 million the Bank allocated to CGAP for a micro-finance facility, largely to
support improvements in the institutional capacity of micro-finance intermediaries.

7 Technically, IDA covered more than 98% of the total in FY96.
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14. The average amount of Bank funding devoted to micro-finance in FY96 and FY95 is
about $7 million per loan, slightly more than the average from 1993 to 1994. However, this level
of investment is significantly less than the averages for FY91 ($24 million8) and FY92 ($19
million), as Graph 3 reveals.

Graph 3
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B. Reasons for Micro-finance Lending Portfolio Changes

15. There appear to be four reasons for the decline in Bank micro-finance lending from
FY91 to FY94. First, many task managers have gained a greater appreciation of the requirements
for sustainable micro-finance operations. For instance, there is greater recognition of the limited
absorptive capacity of micro-finance institutions in many countries, due to market imperfections,
the policy and regulatory framework, and local institutional factors.

16. A second reason is that Bank financial sector policy discussions have evolved cautiously,
as management wrestles with the role of subsidies and interest rate policies. O.D. 8.30 has led to
more stringent internal review of proposed operations, and discouraged "business as usual" with
state banks and other public sector financial institutions.

17. The third factor is that task managers have begun to seek new project partners, since
many traditional partners are not able to meet financial performance levels required for
sustainability. The change from state-run institutions to new partners has resulted in smaller scale
operations. However, there have been problems with these new partners. Non-governmental
organizations (NGOs) lack the absorptive capacity and scale to meet Bank objectives. Most
commercial banks are not attracted to such lending opportunities, due to high start-up and
operational costs.

18. A fourth reason is that many country departments are developing a financial sector
policy dialogue with borrower governments, rather than launching specific micro-finance
operations. While this slows down lending activities, it holds the promise of helping partner

8 This figure includes a $125 million credit to Indonesia (BRI) for micro-finance, and when calculated
without this credit the FY91 average figure drops to $18.6 million.
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institutions serving microenterprises become more sustainable by addressing limitations in the
legal and regulatory framework.

C. Characteristics of Bank Micro-finance Activities

Regional Patterns

19. In FY96, the Africa Region (AFR) and Europe and Central Asia Region (ECA) led the
way, with four and six projects respectively. Asia (ASI) and Latin American & the Caribbean
(LAC) each had one project with micro-finance activities, and the Middle East & North Africa
Region (MNA) made no such investments. The pipeline (as of June 30, 1996) shows that the
Africa Region will remain a leader in the field of micro-finance for the Bank.

20. The ECA Region has been innovative in developing micro-finance activities, turning to
the Policy and Human Resources Development Fund (PHRD) to finance micro-finance pilots
prior to full scale project implementation. All five of the PHRD-funded pilots were in ECA.
Another reason for ECA's increased interest in micro-finance as part of an economic growth
strategy for transition economies. Five of the 12 projects in FY96 are transition economies. An
important example is the micro-finance program in Albania coordinated with other multi-lateral
donors (Box 1).

21. From FY91 to FY96, country departments which were historically active in micro-
finance tended to become marginally involved. Both China and India initiated only one project
during this period, with relatively minor micro-finance activities. Kenya9 developed no micro-
finance projects or components, while Egypt only developed one (a social investment fund). The
India Country Department has decided to take on some of the central institutional issues that
have blocked improved performance in micro-finance initiatives, beginning with a very large
scale effort in rural finance in FY97. The China Country Department began to experiment with a
micro-finance pilot in FY96 (with another planned for FY97), but these are much smaller than
the Rural Credit series of projects with the Agricultural Development Bank of China in the
1980s. Instead, attention has turned to policy dialogue, as the Bank assists the Agricultural Bank
of China in a restructuring effort. The Vietnamese Agricultural Finance Project (FY97) has
provided a major component for financing micro-finance, if the government adopts policy
measures consistent with best practices. UNDP and CGAP are working together to provide
technical assistance to the Government on micro-finance.

Micro-finance Services Provided

22. The services provided by Bank micro-finance activities remain highly concentrated on
the provision of funds for on-lending to microenterprises. Savings remained relatively
unimportant throughout the FY91 -FY96 period, with only two FY96 projects supporting savings
activities. Other interventions such as guarantee funds, non-financial business services, and
technical assistance to microenterprises were relatively unimportant when compared to the
provision of credit.

9 It is noteworthy that the micro-finance activities proposed in the Jua Kali project in Kenya was not approved, due to
concerns from donors that it was too large and not well designed.
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23. Recently, projects have pursued a two-pronged strategy, involving both micro-finance
activities and elements of financial sector reform. In FY96, three of the 12 projects proposed
financial sector policy interventions in addition to the provision of services to financial
institutions to directly promote micro-finance.

Choice of Clients

24. The selection of clients can be examined from three perspectives: (i) urban/rural
distribution, (ii) the type of enterprise, and (iii) enterprise operator characteristics (such as
gender, age, and experience).

25. Urban and Rural Clients. From FY91 to FY95, 27 of the 36 projects which provide
information on geographic composition of clients (75%) served only rural clients. Six projects
(17%) addressed the needs of both rural and urban clients, while the remaining three (8%) served
only urban microenterprises. This general pattern continues in FY96, and early indications show
no change in the project pipeline.

26. Enterprise Experience. "Best practice" indicates that successful micro-finance projects
work exclusively with enterprises that have existed for more than two years. Projects which
serve start-up businesses typically face a much higher drop-out and loan default rate, due to the
higher level of risk involved in new ventures. Bank projects from FY91 to FY96 worked with
both types of enterprise. Of those projects which provide data, 14 work with only existing
enterprises, 3 serve only new firms and 7 provide services to both types of enterprises.

27. The size of the enterprises also is an important factor to analyze in the choice of clients.
Most of the projects offer services to both SMEs and microenterprises. However, it should be
noted that within the Bank there seems to be some confusion over the definition of
microenterprise and where to draw the line with SMEs. (See page 2 for a working definition.)

The Methodology of Financial Services

28. Four aspects of financial services methodologies used in Bank micro-finance activities
can be assessed: (i) the relative importance of savings mobilization, (ii) the term structure of
loans (working capital or long term investment credit), (iii) the deposit interest rates offered to
savers and the .on-lending interest rates charged to subloan borrowers, and (iv) the use of group
methodologies, mobile banking and other cost-effective, innovative service delivery models.

29. Savings. Savings mobilization can play a pivotal role in a micro-finance institution's
evolution to full financial sustainability, providing a reliable, affordable source of loanable
funds.10 It is often cited in ESW and academic research as the single most important financial
service for the poor, as part of their income smoothing strategies. However, while most projects
mention the importance of financial sustainability, details concerning the key role of savings are
lacking. Only 14 of 56 projects (25%) from FY91 to FY96 mention savings as part of the
financial services provided by project partners.

10 This assumes that the micro-finance institution meets legal requirements for savings mobilization and is
prepared to establish the appropriate reserves to safeguard depositors' interests.
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30. Loan conditions. There are three aspects to sub-borrower loan conditions: (i) the on-
lending interest rate charged, (ii) the term of the loan, and (iii) the use of the loan (for working
capital or long term asset acquisition). In recent years, projects have designed programs which
charge a rate of interest that is set at or above market rates. Since micro-finance lending is often
more expensive than traditional banking practices, it is reasonable to expect the interest rate to
the microenterprise to be significantly higher than the market rate.

31. In Bank projects, the interest rate tends to be a positive real rate, aimed at covering the
cost of funds and credit risk. Only 5 projects offered data showing negative real interest rates
from FY91 -FY96, and 4 of these were in FY91 and FY92. However, it is unclear in most cases
whether the on-lending interest rate was pegged to an official rate or was set by the financial
institution to cover the full costs of credit delivery (all operating expenses and the cost of
capital).

32. The terms of the loans varied, with some projects offering three-month working capital
loans and others stretching terms up to 15 years. The majority of projects fell within the within
the 6 to 36-month range. Thirty one of the 56 projects (60%) reported data on loan use, with 19
of these (61%) offered credit for both investment and working capital needs. Eight offered loans
for working capital only (26%) and another 4 projects (13%) only offered credit for investment
capital.

33. Delivery Methodologies. The traditional delivery methodology is to provide credit lines
through the branch system of state-run specialized agricultural or development banks and
existing large scale cooperatives. As social funds and NGO participation become more popular
elements of Bank projects with micro-finance activities, there is greater flexibility in the choice
of methodology. The Bank micro-finance portfolio includes few examples of innovative,
successful micro-finance methodologies with proven track records, such as the Grameen Bank
joint liability group approach, SEWA's mobile banking in urban markets, and ACCION's urban
microenterprise and market vendors system. One exception is the village banks methodology,
included in a project in Albania (Box 1). There are also numerous efforts underway to provide
"best practices" information to Bank staff, including the SBP Seminar Series, the Africa Region
Seminar Series, the SBP/CGAP micro-finance practical and technical guides, and CGAP/PSD
micro-finance training.

Box 1: Village Banks in Albania
Village.Banks Methodology. The Village Banks methodology is a community-based system to

deliver financial services to the poor, facing limited access to formal financial institution loans and savings
facilities. Typically, a village bank serves 25 to 40 members. Developed by FINCA, and adapted to local
conditions by CARE, CRS, Freedom from Hunger and other NGOs, the system is capitalized by loans from
external sources (typically at market rates). Member savings complement these loans in the short term,
eventually becoming the leading source of funds or as a means of leveraging funds from formal financial
institutions. Individual members receive loans for working capital for up to six months, but the group's
overall repayment record determines whether externally provided loans grow or are halted. Members elect
leaders, who establish a minimum savings requirement, the system of incentives and sanctions to ensure
timely repayment, and meeting attendance rules. While repayment and women's participation are often
very high, some programs have not had adequate internal controls and external audits. There have been a
few cases of "ghost banks", "ghost members" and other incidents of fraud.

Albania's Village Credit Funds. When Albania dismantled its agricultural cooperatives in 1992,
the economic shock sent the agriculture sector back to a subsistence economy. The banking sector could

9



DRAFT - for discussion purposes only

not provide credit to small scale farmers. This gap in the financial system presented an opportunity, but
farmers were unwilling to join solidarity groups, which were reminiscent of government-organized
agricultural cooperatives. There was widespread interest in doing something at the village level.

Within this context, village credit funds (VCFs) were created under the IDA-financed Rural
Poverty Alleviation Project (1993). Village credit committees (VCCs) were elected by villages to manage
these VCFs. According to the basic rules of the VCFs, if a borrower fails to repay a loan, the line of credit
to the whole village may be suspended. Moreover, only a part of the village membership receives a loan in
the beginning, those who expect access to credit in the future exert strong social pressure to insure prompt
repayment from borrowers in the VCC.

As of December, 1995, 93 VCFs had been established, 4,300 loans disbursed (with average loan
size of $350), and repayment stood at almost 100%. Two lessons have emerged from this experience: (i)
local traditions play a role in determining the methodology and (ii) access to credit can play an important
role in a transition economy.

Source: Yaron, Benjamin and Piprek, draft document, Rural Finance Best Practices, Chapter 8, 1996.

D. The Pipeline of Bank Micro-finance Activities: FY97 and Beyond

34 According to the Bank's database as of June 30, 1996, there are 34 micro-finance
activities scheduled from FY97 on. Limited information is available on these projects and
components and it is unclear how many will actually reach the Board. This total does not include
planned IFC investments or CGAP's growing micro-finance commitments. While it would be
premature to identify trends, it is worth noting that many are pilot projects'1 and the Africa
Region is likely to lead the way. At least eight include a pilot component. The evidence suggests
a new emphasis on pilot micro-finance activities to test methodologies and gain experience in
new regions. At least four are social funds and another two are micro-finance stand-alone
projects. Another important initiative is a $74 million stand-alone micro-finance project which
is scheduled to begin in Bangladesh in FY97.

III. WHAT THE NUMBERS MEAN: TRENDS IN BANK MICRO-FINANCE ACTIVITIES

35. A review of the Bank's recent micro-finance project experience and pipeline reveals six
important trends:

(i) Non-lending instruments to promote micro-finance are becoming increasingly important.
(ii) There are five primary types of lending projects which are used to deliver micro-finance

services. The most popular are social funds and micro-finance pilots.
(iii) Most projects use a two-tiered approach, with the Bank often reaching micro-finance

service retailers through newly established wholesale operations.
(iv) There is growing interest in borrower countries and Bank country departments which

have not previously programmed micro-finance activities, notably Central Asian
counties.

A pilot micro-finance activity is small scale, tends to use an innovative approach to design and deliver
financial services, and may reach a target group of clients often overlooked by Bank-sponsored
projects.
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(v) The Africa Region has been the most active from FY91 to FY96 and is prominent in the
pipeline.

(vi) Bank operations are under development in several large Asian countries, thanks in part to
regulatory framework changes.

A. Non-Lending Instruments Supporting Micro-finance Activities

36. There are five non-lending instruments increasingly used by the Bank to support micro-
finance activities. These include (i) technical assistance, (ii) regulatory framework and policy
dialogues, (iii) grants for pilot operations, (iv) economic and sector work (ESW), and (v)
increased donor coordination through CGAP and at the borrower country level.

Technical Assistance

37. Technical assistance can be an important input into micro-finance project and component
design. For example, the Bank has been instrumental in developing an enterprise development
strategy for South Africa. This assistance came in the form of technical assistance and was not
funded by a Bank loan. In addition, the Economic Development Institute (Box 2) is developing a
series of regional workshops to disseminate micro-finance and non-financial services "best
practices" in coordination with borrower countries.

Box 2: The Economic Development Institute (EDI) of the World Bank -- Initiatives for Micro-finance
EDI helps government officials share policy lessons, imparts skills to use resources effectively and

helps to build civil society committed to sustainable economic reform. EDI uses two distinct approaches
both of which have been employed to develop the field of micro-finance. The first is the delivery of national
and regional workshops on micro-finance in collaboration with the Bank's external partners. EDI is also
developing a training curriculum for micro-finance practitioners and policy-makers, and has completed the
first draft of a micro-finance training guide.

The second approach is Grassroots Management and Training and Outreach (GMT) which EDI
initiated as pilot programs in Tanzania, Malawi, Burkina Faso, Senegal, Nigeria and India. These six
programs have strengthened the capacity of several hundred trainers working with NGOs, local training
institutes and government to deliver management training for (mostly illiterate) women micro-
entrepreneurs. Results show that GMT has helped participants to select more viable enterprises, plan
business, increase savings and profits, and improve their creditworthiness. It has also empowered them to
assume greater control over their lives. Based on the pilot program experience in Africa and Asia, GMT is
being expanded to new groups in Africa, MNA and Asia. EDI will be conducting a series of regional
training-of-trainers seminars and national policy and planning workshops in Africa, MNA and Asia in 1996
and 1997.

Grassroots Management Training and Outreach in India (WEMTOP)
WEMTOP's goal is to improve the income earning capacity of illiterate, landless women in rural areas and
assetless women in urban areas of India. A WEMTOP steering group of leading practitioners in India was
brought together to design a training strategy. Subsequently a local NGO, Udyogini, was formed to
implement the program which works with local NGOs to extend training and follow-up support services to
female micro-entrepreneurs. A comprehensive evaluation and impact assessment has recently been
completed. The impact assessment evaluated GMT business training recipients as compared to a control
group and concluded that business training: is valued by poor entrepreneurs, increases incomes
significantly, facilitates access to credit, improves record keeping, and positively impacts the poor.

Source: Adapted from communications with Jerri Dell and Joe Pegues of EDI.
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38. Technical assistance for improving the capacity of micro-finance institutions to develop,
market and profit from financial services is considered by many experts to be an important
investment, contributing to long term financial sustainability. However, in many Bank projects,
it is difficult to identify the amount of funds allocated to these activities after a project has been
launched.

Regulatory Framework and Policy Dialogue

39. The important role of the regulatory framework is increasingly appreciated by Bank staff
considering micro-finance operations. Whether it is in a transition economy or West African
setting, the regulatory framework determines (i) deposit interest rates, (ii) on-lending interest
rates, (iii) equity requirements for financial intermediaries, (iv) savings mobilization limitations,
(v) supervision standards, (vi) reporting, and (vii) reserve requirements.

40. To answer the demand for more information on supervision and regulation, CGAP co-
sponsored a seminar with ACCION on Latin American bank supervision strategies and practices.
Discussion focused on how institutions serving microenterprises could be held to certain
standards, and the need for flexibility at different stages of portfolio development. For the West
African Common Franc zone, CGAP sponsored a high level seminar for governments, local
NGOs and donors which considered the repercussions and impact of the newly approved law 2

governing micro-finance institutions drafted by the BCEAO.13 This law was initially designed to
regulate only credit union-type organizations, but its scope was then broadened in an attempt to
include all micro-finance organizations, whatever their size or degree of formality. The law sets
credit unions as a model and puts pressure on all organizations, even informal ones, to seek
registration with the Ministry of Finance at an early stage. Furthermore this law refers directly to
the regulation on usury rates, making it extremely difficult for financial intermediaries with
microenterprise clients to cover their operating and financial costs. An example of the conflict
between interest rate ceilings and full cost recovery faced by a Bank project design team in
Ethiopia is found in Box 3.

Box 3: Regulatory Framework vs. Full Cost Recovery
The Ethiopia Social Rehabilitation and Development Project proposed a micro-finance component

of approximately $10 million to "create and develop self-sustaining micro-finance institutions to provide
financial services to the entrepreneurial poor". Local financial intermediaries, including existing NGO
projects in poor tegions, would qualify for training, administrative grants to cover a share of operating
expenses, and, for those with a proven track record, a line of credit. Performance criteria for repayment and
cost coverage were established, with superior performers rewarded with matching funds of commercially
priced resources in the form of a line of credit (eventually reaching an 8:1 match).

Since many of the poor regions did not have adequate infrastructure, the projected costs of
operations were to be very high. It was apparent that the high costs would require institutions to charge an
interest rate well above the local commercial rate to attain financial efficiency, even in the long-run
projections. However, the government was sensitive to potential criticism that funds for poverty assistance
were to be priced above the local commercial bank interest rate. The government was skeptical that there

12 Loi portant reglementation des structures mutualistes ou coopdratives d'dpargne et de crddit.

BCEAO stands for Banque Centrale des Etats d'Afrique de l'Ouest. BCEAO is a regional Central bank
system headquartered in Dakar. Senegal.
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was a large enough market, at such high interest rates, for a micro-finance program to operate at efficient
scale and the component was dropped.

Source: Discussions with Ethiopia Country Department

Pilot Activities

41. Funding for pilot activities shows a clear increase in the last year and increasingly in the
pipeline as well. Pilot projects are often undertaken as preparation for a larger Bank loan and
can greatly improve the future performance of micro-finance activities. Since they are often
funded by special grants, these represent a non-lending model which can collect critical
information before a full-scale effort is undertaken. The Albania Rural Poverty Alleviation
Project (Box 1, page 9) began as a pilot, testing the acceptance of a village banks model before
taking the effort to a larger scale as part of a Bank lending operation.

Economic and Sector Work

42. A fourth non-lending instrument is Economic and Sector Work (ESW). The Sustainable
Banking with the Poor (SBP) initiative of ASTHR and AGR has produced a series of technical
papers and case studies of leading micro-finance programs throughout the world. More than 200
institutions have provided financial performance and outreach information, which reveals the
need for micro-finance performance standards. The Action Research in Micro-finance in Africa
Program has reviewed leading programs and begun to develop a regional program database. FSD
has done a series of case-studies of different micro-finance intermediaries. Finally, a seminar
series on non-financial services has been developed by AFTHR, with assistance from CGAP.

Donor Coordination

43. The Bank took a major step forward in donor coordination, with the establishment of the
Consultative Group to Assist the Poorest (CGAP) in June, 1995. The CGAP Secretariat is
housed in the Private Sector Development Division. CGAP has become a focal point for micro-
finance "best practices" dissemination within the Bank and with micro-finance institutions and
networks. CGAP includes 23 donor members, thanks largely to a recent expansion in European
donor participation. CGAP has established seven working groups to conduct research on critical
issues, such as-savings mobilization, donor lending instruments for micro-finance, and
mainstreaming and dissemination of "best practices". During its initial funding, more than 50
proposals were submitted by national and international NGOs, commercial banks and networks.
CGAP Secretariat staff discussed many of these proposals with member donors, to avoid
duplication of efforts and heavy concentration of investment in a few institutions. As of
December 31, 1996 CGAP has approved $9.6 million in grants to some 14 micro-finance
institutions, primarily for capacity building purposes. CGAP's objectives are listed in Box 4.

Box 4: CGAP Objectives
The objectives of CGAP are to:
* Strengthen donor coordination in the field of micro-finance.
* Increase learning and dissemination of best practice for delivering financial services to the poor on a

sustainable basis.
* Mainstream micro-finance within World Bank operations.
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* Create an enabling environment for micro-finance institutions.
* Support micro-finance institutions that deliver (or are capable of delivering) credit and/or savings

services to the very poor on a financially sustainable basis.
* Help established providers of micro-finance to assist others start such services in under-served regions.
Source: CGAP Focus Note #1, February, 1996

44. An example of donor coordination in a borrower country is found in recent Bank
participation in micro-finance development discussions in the West Bank and Gaza Strip, Bosnia
and China. In the West Bank and Gaza, a number of bilateral and multilateral donors, including
the Bank, have developed a coordinated micro-finance development approach. A second recent
example is in Bosnia, where the Bank has organized micro-finance activities with Soros
Foundation and other development agencies. In Vietnam, CGAP and UNDP have jointly
provided technical assistance in relation to a rural finance loan. Finally, in China, CGAP is co-
sponsoring a conference on micro-finance with the Ford Foundation, UNDP and a local NGO in
October, 1996.

45. It is difficult to quantify some of the investments and returns from donor coordination
and other non-lending activities. However, it is likely that these activities will become more
important tools for the Bank's micro-finance efforts in the future. Improved information on these
non-lending activities will contribute to a fuller understanding of the Bank's role in micro-
finance.

46. The Bank has also been coordinating with other donor agencies on micro-finance issues
through the Committee of Donor Agencies for Small Enterprise Development and the Donors'
Working Group on Financial Sector Development, both chaired by the Bank. These groups have
issued a document entitled Micro and Small Enterprise Finance: Guiding Principles for Selecting
and Supporting Intermediaries". This document represents a consensus among donors on best
practice guidelines for operating, supporting and monitoring micro-finance institutions.

B. Lending Modalities: The Rise of Social Funds and Micro-finance Pilots

47. The database shows that there have been five basic types of Bank loans used to deliver
micro-finance services in recent years: (i) private sector development projects, (ii) rural finance
projects, (iii) financial sector development projects, (iv) stand-alone micro-finance projects and
(v) social funds.

48. Private Sector Development Projects. Private sector development projects usually
provide a line of credit through existing organizations to private enterprises. This is done by
working with a national bank at the wholesale level which loans funds to formal financial
intermediaries which directly provide financial services. These projects concentrate on the
delivery of credit rather than financial sector development. These projects focus primarily on
SMEs.

49. Rural Finance Projects. Rural finance projects are often coordinated by state banks
(usually as retailers through an agricultural bank system) or ministries, which serve as wholesaler
to local institutions. The goal of these projects is often to lower transaction costs and strengthen
rural financial intermediaries or to provide financing for agricultural production. The micro-
finance portion is usually quite small (about 7% in two planned pipeline projects). While small
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farmers may be served by the state bank or financial intermediaries, microenterprises are usually
served by retail financial intermediaries and NGOs.

50. Financial sector development projects. There is limited information on micro-finance
activities within the context of large financial sector development loans. These loans have not
included micro-finance components in the past, but two are in the pipeline. One advantage is
that these projects include policy initiatives, putting micro-finance in a financial systems
framework. These have the potential to become an important new vehicle for promoting micro-
finance development.

51. Stand-alone micro-finance projects are found in the FY91-96 period as well as in the
pipeline. However, they remain a relatively small proportion of the overall portfolio. Stand-
alone projects target microenterprises exclusively and focus on developing specialized services
through micro-finance institutions.

Social funds

52. Social Funds remain a very popular means of providing financial services to low income
households. These funds are often set in countries undergoing major social adjustments, with
four of the seven social funds in the pipeline set in war-tom or transition economies. Social
funds are attractive because they target households below the poverty line. Characteristics of
social funds include: (i) targeting households and regions by per capita income and the national
poverty line, (ii) a focus on two to three activities (usually including health and nutrition,
community infrastructure, and income generation or micro-finance], (iii) emphasis on
community participation and group delivery mechanisms, and (iv) the use of government
agencies and NGOs as delivery mechanisms. The proportion of project funds allocated for
micro-finance activities is small, around 10%.

53. Many micro-finance experts have expressed doubts about the effectiveness of social
funds as a delivery mechanism for micro-finance activities. Social funds simultaneously provide
heavily subsidized or free services to the household (such as health and infrastructure services)
and contractual services requiring repayment (such as credit). The objectives of social fund
micro-finance activities tend to concentrate on the disbursement of loans to borrowers and are
rarely focused on the development of more sustainable financial systems. Box 5 provides an
analysis of social funds as a modality for delivering financial services to poor households.

Box 5: Social F5nds and Micro-finance Service Delivery
Social funds are an increasingly popular means of providing financial services to low income

households in rural communities. The Bank has promoted their use in countries as diverse as Chad,
Guatemala and Albania. While they may prove effective in providing nutrition activities and local
infrastructure construction, there is reason to doubt the effectiveness of social investment funds as a
mechanism for the sustainable delivery of financial services to low income clients. There are four major
problems: (i) the risk of political pressures, (ii) conflicting messages about cost recovery, (iii) emphasis on
loan disbursement, rather than loan recovery or savings mobilization, and (iv) lack of diversification of
intermediary channels.

14 Social funds are also called social emergency funds, social investment funds, and social rehabilitation and
development funds.
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(i) The Risk of Political Pressure Social fund "best practice" suggests that the implementing agency
should be run in a businesslike manner, completely independent of political pressures. The independence of
a social fund can be measured in terms of staffing, budget, subproject criteria and selection. In practice,
however, social funds are often operated by a ministry or the Office of the President. A reputation for
political selection may discourage participation from well-established NGOs. An example is the Janasaviya
Trust Fund Project in Sri Lanka, where major NGOs with strong outreach networks and sound performance
were not invited to participate during the initial phase, due to political differences.

(ii) Perception of Recipients vs. Clients A second problem arises when micro-finance is offered as an
adjunct to social services. In the context of a social fund, it can be difficult to draw a clear distinction
between recipients (who receive benefits for little or no cost) and clients, who pay for the value of the
service. Health, nutrition and infrastructure are "one way transactions", in which recipients do not make
long-term financial obligations. However, financial services are more effective when (i) services are
offered as a "two-way transaction" [or contract] and (ii) self-selection takes place to insure participation of
only those who have potentially profitable ventures and would be responsible clients.

(iii) Savines: Missing Half of the Equation Many social funds are used as disbursement channels, but the
foundation for sustainable local financial intermediation (e.g. savings mobilization) is overlooked. Social
funds can build in dependence on a constant stream of government or donor grants, rather than building
local autonomous financial institutions. Only 4 of the 13 social funds offered savings services, and only I
of these was able to accept voluntary deposits.

(iv) Lack of Diversification of Intermediary Channels Most social funds use NGOs as the intermediaries
for financial services when more appropriate institutions such as local banking institutions may be more
effective institutions for delivering micro-finance services.

Honduras: A Successful Social Investment Fund
The Honduran Social Investment Fund (FHIS) is one of the few that has achieved most of its objectives,
according to a 1994 Bank evaluation. Five factors have been contributed to FHIS success: (i) deliberate
restraint by the authorities, (ii) executive directors with significant management experience, (iii) good
salaries and lack of tenure for staff, (iv) frequent donor monitoring and audits, and (v) clear procedures and
targets. For micro-finance activities, the FHIS reinforced existing financial institutions' management
systems and increase their outreach, while emphasizing repayment.

Sources: Performance Audit Report, Honduras (Social Investment Projects I and II), January 26, 1995, pp.
18-20, 27; Participation Sourcebook, Chapter IV. 1995.

Micro-finance Pilot Projects

54. Since they can be developed in any of the five project modalities described above, pilots
are an increasingly popular way to implement micro-finance activities. Pilots are an appropriate
means of testing new partnerships, innovative methodologies and the performance of groups of
clients often overlooked by formal sector financial institutions (such as households below the
poverty line). They are most often found in agriculture and integrated rural development
projects. Pilots are underway in Cote d'Ivoire, Albania, Tunisia and Zambia, and in the pipeline
for a project in northwest China.

55. Most of the micro-finance pilots are too new to analyze their performance, but there are
several good reasons to encourage pilot activities. In some cases, borrower governments and
Bank staff are not familiar with micro-finance alternatives, and prefer a more cautious approach.
In other situations, Bank clients prefer traditional approaches (such as channeling lines of credit
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through state-owned banks), which Bank staff may consider ineffective in providing sustainable
financial services to microenterprises.

56. Pilot activities are a useful way to gain firsthand knowledge about local
microenterprises, alternative financial service delivery models, the performance and capacity of
existing institutions, and specific aspects of the local regulatory framework. Pilots and action
research can be used to learn more about rural financial service delivery costs (e.g. action
research under the Ethiopia Social Rehabilitation and Development Fund) and urban market
niches (e.g. a project under development in Algeria). In the Ethiopian case, a pilot phase
revealed that individual lending to urban microenterprises was not viable, due to low recovery
rates.

Choice of Institutional Arrangements

57. Two-tiered Structures. A two-tiered structure is typically used to implement Bank
micro-finance activities. The upper level is often a national organization created by the Bank
project to serve as a wholesaler, channeling funds, and technical assistance to a number of
financial service retailers. Second-tier organizations channel resources to and monitor multiple
first-tier organizations, based on a set of organizational and performance guidelines developed
during the preparation of a project. The system offers the Bank a unified reporting system and
promises to provide a multiplier effect by reaching large numbers of retailers over time. Second-
tier organizations include: (i) apex facilities or quasi-governmental organizations, (ii) units in
government ministries, and (iii) units in state banks.

58. The lower tier (retailers) provide financial services directly to low income households
through innovative techniques (such as mobile banking, village banking or joint-liability
models). First-tier institutions include NGOs, financial intermediaries, state agencies and
branches of the state bank. First-tier institutions exist prior to the Bank activities and are chosen
based on their financial performance and existing links to the target group. These retailers must
meet specific eligibility criteria and project guidelines, although it is often not clear from project
documents (such as Supervision Form 590s) whether appropriate performance indicators
determine continued access to funds and technical assistance. Box 6 provides the eligibility
criteria for retailers developed by the Ethiopian Social Rehabilitation and Development Fund
Project (ESRDF).

Box 6: Eligibility Criteria for Financial Institutions (ESRDF)
Eligible ihstitutidns must demonstrate significant levels of resource mobilization (generally through
savings), good performance in loan administration, and high rates of loan repayment and cost recovery.
These institutions will clearly demonstrate that they have:

* at least six months experience in active lending
* a lending operation providing credit at interest rates sufficient to cover the imputed costs of efficient

micro-lending (administrative and overhead costs, cost of funds and loan losses)
* at least a 90 percent on-time repayment rate
* loan losses below 8 percent
* a realistic business plan for achieving operational self-sufficiency within five years of entering the

micro-finance program, and steady progress toward that goal
* mobilized member savings equal to at least 20 percent of the value of the outstanding loan portfolio, as

loan loss reserve on deposit at a licensed bank
* certified audits of the accounts undertaken by an external, licensed auditor
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* a reputation for honesty, good leadership and sound management, reflected in the general confidence of
the community in which services are offered.

Source: Draft Operational Manual, Ethiopia Social Rehabilitation and Development Project, Jan. 1996.

New Entrants in Micro-finance

59. Building on increased activity in FY96, interest in micro-finance activities appears to be
growing in the project pipeline.'5 Several country departments have added micro-finance
activities to-their project pipeline for the first time, including Bosnia, Tajikistan, Jamaica and
Turkey. Asia leads the way in the 1997 pipeline, with large scale projects under development in
India, and Pakistan. There is also a Grameen replication pilot in an integrated poverty project in
Northwest China.

Increased Interest from Large Borrower Countries

60. In many large countries, recent changes in institutional and regulatory arrangements may
make pilot and large-scale micro-finance operations more attractive. In India, policy discussions
between the Bank and the Indian Government's National Bank for Agriculture and Rural
Development have led to inclusion of innovative approaches to rural financial intermediation in a
Bank project under development (See Box 7). In China, the new Agricultural Development
Bank of China and the rise of rural credit foundations could provide opportunities to move
beyond traditional supply-led credit allocation approaches to more sustainable models.

Box 7: The Power of Policy Dialogue: The Rural Finance Project in India
In a major departure from previous Bank projects in India, the Country Department has invested in

a policy dialogue with the National Agricultural Bank for Rural Development (NABARD). NABARD has
historically used heavily subsidized lines of credit to target low income clients in rural areas throughout the
country. Initial resistance to interest rate reform has gradually decreased, thanks in part to discussions with
the Reserve Bank of India on this critical topic. While the project is still under development, certain
elements have become clear (i) NABARD's use of market-priced sources of funds, (ii) a performance-
based line of credit through commercial banks and regional rural banks, (iii) promotion of alternative
financial services delivery models, including self-help groups, and (iv) a rating system to allow donors to
compare the financial performance of NGOs.

Source: Communications with Colin Bruce of the India Country Department.

IV. RECOMMENDATIONS: WHERE DOES THE BANK GO FROM HERE?

61. There are seven recommendations which arise from this review of the Bank's micro-
finance portfolio from FY91 to FY96 and the project pipeline. These are related to (i) policy
guideline clarity, (ii) supervision and reporting, (iii) Bank staff capacity building and the skills
mix, (iv) technical training for borrower country counterparts, (v) a review of social fund micro-

15 The pipeline often changes rapidly, as Bank and borrower country programming priorities shift. This analysis
reflects the pipeline as of June 30, 1996.
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finance component experiences, (vi) coordination within the Bank Group, and (vii) coordination
with other donors.

62. Policy Guideline Clarity. As O.D. 8.30 is restructured as a series of operational
guidelines, it will be important to clarify definitions and operational strategies. Many task
managers and Bank management remain reluctant to develop significant micro-finance
operations, in the absence of clear policies and operational guidelines. These new policies will
provide detailed technical guidance on when subsidies are appropriate, how to incorporate micro-
finance into national financial sector reform, the central role of capacity building of financial
institutions with micro-finance operations, and other operational topics.

63. Supervision and Reporting. The existing Bank databases make it extremely difficult to
identify micro-finance components, which are often part of much larger projects. Little
information is provided concerning the scale, target groups, interest rate structure and other
critical considerations which directly affect sustainability of the financial institutions. Small
micro-finance components and pilots set the tone for larger operations in the future, and should
be held to the same standards as stand-alone micro-finance operations (in terms of interest rate
policy, subsidies, investment in institutional development, targeting and other issues). Financial
ratios and other key performance indicators should be included in the appraisal of a micro-
finance component partner, and should be measured over the life of the project as part of routine
supervision. While this may require additional supervision resources, the returns on such an
investment can be enormous.

64. The current 590 forms do not provide basic information on interests rates and rarely
track financial performance indicators, thereby failing to identify problems as they develop.
Instead, they track disbursement of Bank funds, which is not necessarily correlated with
operational performance of the financial intermediaries. To remedy this need, the Operations
Policy Department recently completed a handbook on performance monitoring indicators which
provides a useful framework for designing effective project supervision. In addition, CGAP and
the Sustainable Banking with the Poor initiative (of ASTHR and AGR) have collaborated on a
Practical Guide for Microfinance, providing a detailed list of relevant monitoring indicators for
micro-finance. This Guide will be completed in February of 1997 and will be field tested for the
remainder of FY97.

65. Bank staff capacity building and skills mix issues. Bank staff have periodically been
provided with technical training in various aspects of micro-finance project design and
implementation, from identification of financial and other market imperfections to "best
practices" and regulatory framework issues. There are several guest speaker series, covering a
wide range of both financial and non-financial tools and project experiences. CGAP and SBP are
collaborating on a micro-finance guide to provide a single source for micro-finance "best
practices" and problem-solving tools.

66. These capacity building efforts would be more effective if the Bank's skill mix included
more finance and business experience. To develop Bank interventions which are in line with
current best practices staff will need to be better equipped technically, particularly in the area of
finance. Improved documentation of ongoing experiments (including action research, pilots and
innovative project designs) would be an enormous help to many task managers. Informal
networks would also prove useful, especially for task managers working in regions with little
previous micro-finance experience, such as transition economies in Central Asia.
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67. Technical training for host country government counterparts and NGO practitioners.
EDI has begun to address this challenge, investing significantly in training of micro-finance
trainers in different regions. These effort should make host country counterparts more receptive
to innovative micro-finance approaches which offer outreach to the poor and long term financial
sustainability. Technical training should present international experiences and provide keys to
local adaptation, resulting in a higher degree of counterpart ownership in design and
implementation stages of micro-finance activities. It should also bring policy reform priorities to
the attention of government officials.

68. A Review of Social Fund Micro-finance Component Experiences. The Financial Sector
Department (FSD) is undertaking a review the micro-finance components of social funds for the
Portfolio Improvement Program. The review will assess the performance of the micro-finance
components included in social funds, and provide specific technical suggestions on ways to
improve the sustainability of these operations. This review will be completed in late 1996.

69. Coordination and Product Development within the Bank Group. Recent coordination on
the Kenyan program K-REP by CGAP, SBP and IFC sets an important precedent for the division
of labor to support leading micro-finance institutions. In some cases, capitalization grants are an
appropriate tool (by CGAP), while other situations may hold the promise of equity investments
(an IFC specialty). At the same time, MIGA's experience in the field of guarantees may offer
valuable synergisms. While coordination takes time, it is the best way to provide micro-finance
institutions with useful financial and technical assistance.

It may be timely for Bank management to consider a product management structure for
micro-finance now that a private sector network is being developed. The product management
group could be a unit similar in size and scope of activities as CGAP, but exclusively devoted to
developing Bank micro-finance operations which conform with best practice guidelines.

70. Coordination with other donors. The portfolio review reveals that the Bank is on a steep
learning curve in the field of micro-finance, and would benefit enormously from increased
interaction with donors such as USAID and the Inter-American Development Bank. While
micro-finance experts in the Bank are in constant contact with these and NGO practitioners, a
wider Bank audience could learn from their successes and failures.

71. The Bank has the potential to become a leader in micro-finance in the next several years,
if it can develop internal policies that move micro-finance operations from projects providing
cheap credit lines to interventions that help build local financial intermediaries reaching low
income clients. The Bank should play a role in promoting the investment required in building
stronger partners, such as management information systems and financial institution staff
training. At the same time, the Bank should further policy dialogue with governments to improve
the legal and financial framework in which micro-finance institutions operate. Without these
fundamental changes in the Bank's approach, micro-finance results are likely to be
unsustainable.
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Joint Declaration of the Councils of IFIs and Donor Agencies
Washington DC February 4, 1997

The members of the Councils of IFIs and of Donor Agencies, meeting in joint session on February
2 and 4, 1997; and partly joined by the Council on United Nations Agencies on February 2, 1997,
have agreed on the following:

First: The Council members endorsed the general themes of the Micro-Credit summit, as
captured in the following nine points:

1. Microcredit is Part of a Larger Movement
Microcredit is just one part of a larger effort to end poverty. To be successful, the overall
movement to end poverty will require the implementation of a broad range of strategies.

2. The Goal of the Summit
The goal of the Microcredit Summit is to reach 100 million of the world's poorest
families, especially the women of those families, with credit for self-employment and other
financial and business services by the year 2005.

3. Definition of the Poorest
The Summit Declaration and Plan of Action defines the "poorest" families in developing
countries as those among the bottom 50% of those living below the poverty line. Within
industrialized countries the Summit focuses on all those living below the poverty line.

4. Institutional Sustainability
Within developing countries the Summit Declaration and Plan of Action is committed to
building sustainable institutions. In industrialized countries the economic context is
radically different; however, programs in industrialized countries are committed to
exploring ways of becoming self-sustaining so that, to the greatest extent possible, their
operating costs will be covered through direct revenue from program services.

5. Impact in the Lives of Clients and their Families
The Microcredit Summit is committed to programs having a measurable, positive impact
in the lives of the very poor.

6. Current Reach
The document estimates that of the 100 million very poor families, eight million very poor
clients are being reached currently. The remaining 92 million additional clients to reach
the Summit's goal, will come from developing countries, countries in transition and
industrialized countries.

7. The Major Challenge
The major challenge is to reach 100 million of the world's poorest families. However, the
Summit Declaration and Plan of Action can be derailed by an indiscriminate flow of
resources to programs that are not ready for the next level of growth. The pace of growth
should be consistent with the goal of institutional sustainability. If growth occurs too
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quickly, or if the goal of expansion is put ahead of sustainability, programs may have more
clients than they can serve effectively.

8. Estimated Resources Required
The Summit Declaration and Plan of Action estimates that some US$20 billion will be
required over the next nine years, subject to the absorptive capacity of micro-finance
institutions. These resources would come from grants, concessional or low-interest loans,
funds borrowed at commercial rates, savings of the borrowers and equity.

9. Fulfillment of the Summit's Goal
The Plan of Action stresses that the basic building block of the Microcredit Summit

Campaign is the institutional action plan. Most action plans are due February 1998.

Second: These being very much the spirit of the summit plan of action, the council members

supported the objectives of the summit and will work towards achieving these goals.

Third: The councils agreed that the key steps towards implementation would be the individual

institutional action plans, which reflect what the agencies plan to do in the areas under their
purview. These plans would be subject to periodic revisions. The plans would be shared between

the members as they become available, ideally before February 1998.

Fourth: The Councils decided that they would periodically review the progress made towards
achieving the objectives of the summit, and that the first review would be next February by
circulating all the available institutional action plans at the level of the heads of agencies in
February 1998.

Fifth: The councils also agreed that to maintain contact and coordinate what they are each doing
in the area of micro finance to share information and best practices, they would utilize CGAP for
day-to-day coordination, where these questions would be taken up by the specialized staff of the
agencies. They thus do not intend to create any new or additional structures for coordination.

For the Council of IFIs For the Council of Donor Agencies

Fawzi Al-Sultan Huguette Labelle
President of IFAD President of CIDA
Co-Chair Co-Chair
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P R O C E E D I N G S

MR. : Ladies and gentlemen, this

lunch is [inaudible] of President Jim Wolfensohn of

the World Bank and I have an expression of

appreciation to all of you.

I have been with you for the last two days

and I have been energized by what we've been doing

but let me tell you that from me and all my

colleagues at the World Bank it has been a rare

privilege and a rare treat to work under the

visionary leadership of Jim Wolfensohn.

And I asked Jim, would you please come and

share if you would with this group.

Mr. Wolfensohn.

[Applause.]

MR. WOLFENSOHN: Your majesties, your

presidents, first ladies, ministers, members of

parliament, friends, presidents, all of you--

[Laughter.]

MR. WOLFENSOHN: -- may I welcome you most

sincerely to this very small contribution to a

wonderful event. I just flew in this morning from
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London for the sole purpose of coming to this lunch

and then the day after tomorrow, I return to

Africa. And I must tell you I thought twice about

it when I got up at 5 o'clock this morning--

[Laughter.]

MR. WOLFENSOHN: -- to think about the joys

of the food of this great hotel.

[Laughter.]

MR. WOLFENSOHN: But, I'm here and I'm,

indeed, very happy to be here because I think that

this summit is a very important milestone in all

our work to alleviate poverty around the world.

I would like to thank, for myself and for

my colleagues at the Bank, Sam Daly Harris and his

team for all of that they've done. This would not

have happened without them and at least from the

point of view of the Bank we're deeply indebted to

all of you.

And we're also very much indebted to

Citicorp and the Charles Stewart Mott Foundation,

Master Card International and the Monsanto Fund

because without you results could not have done
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what they are doing. And, so, I'm grateful to you

for your support.

Last night I spoke in London at the Guild

Hall which is a 900-year old institution at the

annual meeting of the Bankers Association in the

presence of the Lord Mayor.

And in all the ceremony and in all the

beauty of that great hall I had a speech prepared

about the World Bank and as the evening went on, I

decided that I wouldn't give it.

And I rose from my seat having once been a

banker in London, and said that I thought it was

possible for everyone in the room to continue as

they had before, thinking about bond issues,

thinking about profitable banking, thinking about

the competition as it existed between them.

I talked to them about the role of the

City of London in terms of financing developing

countries throughout many years, many centuries.

And I said that I thought that this was a

remarkable history but it wasn't enough.

I said it's not enough because there isn't
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any more two worlds, the developed world and the

developing world. There's one world.

It's a world in which we're linked by the

environment, it's a world in which we're linked by

crime, it's a world in which we're linked by

migration, it's a world in which we're linked by

health, it's a world in Northern Europe in relation

to the transition economies where we may be linked

by the possibility of nuclear disaster. And, so,

there is no longer a sense of two worlds, there is,

in fact, one world.

And I said, for all of you in this room at

the Guild Hall tonight, you can probably go on for

your lifetimes without worrying about the 4.7

billion who are in the developing world, for the 3

billion people that live under $2 a day, for the

1.3 billion that live under $1 a day.

And you don't have to worry either about

the growing difference between the top 20 percent

and the bottom 20 percent, the bottom 20 percent

that now has 1.4 percent only of the total income

of the world.

MILLER REPORTING CO., INC.
507 C STREET, N.E.

WASHINGTON, D.C. 20002
(202) 546-6666



mwb 6

I said you can go on, and you can have

your holidays in Europe or you can ski, you can

have your cars, you can do everything you want, but

for your children, you can't do it. Because in

their lifetime there won't be 5.6 billion people in

the world, there will be 8 billion people in the

world.

There will be 7 billion of them living in

developing countries. And if we don't do something

about it, the gap between the rich and the poor

will be greater, the environment will be degraded,

the weather systems will be changed, the water will

be inadequate, the food will be under pressure, and

because of communications and because of the fact

that today Ghana and the Cote d'Ivoire and

Northeast Brazil with Internet and shortly with

communications through satellite are as close as

next door, and because those people know about the

rest of the world, if you want to have a stable and

peaceful world you must start thinking about it

now.

And, so, I took my speech that I was
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thinking of making today and I talked to them and I

said, you in the banks have a responsibility. It's

a responsibility because you are global, but you

must get to the people. You cannot just think of

the ceremony and the dignity of London.

You have to think about the people who are

multiplied in this world, who are the majority of

the world, and who exist as individuals in poverty.

Because if you don't, the world will not be a

stable place.

And, indeed, as you all know it's true

that that world, our world of development is

becoming more and more important economically. It

now represents 20 percent in total of the world's

product. And in 30 years it will be 30 percent of

the world's product.

And it will represent in the next 30 years

40 percent of the increase in trade. So, it is an

economic imperative to do it. But beyond that

there is something much more important. There's a

moral, social and human imperative to address the

issues of poverty.
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And what we're trying to do at the Bank is

to open up the Bank to this challenge. Not to be

alone on top of a hill as we were 50 years ago

after World War II but to be part of a partnership,

a partnership between ourselves, other official

institutions, the private sector which has grown

dramatically in terms of the scale of its

investing, and most particularly with civil society

and the NGOs.

And there is a dramatic change in the

Bank. The doors are open. Any sense of feeling

that we know everything is being removed. We've

got to listen because the development business is a

very tough business.

It must be tough because we're losing.

We're losing in the battle against poverty and

we're losing against the battle against a degraded

environment. And there are more refugees and there

is more war, so, we don't have all the answers.

And, at least from the point of view of

the Bank what we're seeking to do is to work in

partnership where there are good ideas and one of
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these good ideas is micro-credit.

And with [inaudible] on our team we

believe that we need to do everything that we can

to join with all of you in following this

remarkable initiative.

We've attempted things in micro-credit

over recent years and broadly we have failed

because it's tough. We didn't take enough care

about building capacity. We didn't take enough

care about distribution systems.

We didn't take enough care in some

countries about getting the legal framework right,

property rights, system of justice. We didn't take

enough care in terms of training the people or

working with the people who receive help or receive

funding from micro-creditors activities.

We made all the mistakes and more. And,

so, what we're doing now is essentially joining

with you, with C-GAP, with conferences such as

this, to try and bring the advantages that we have

which is a close relationship with governments, the

capacity to fund governments in terms of micro-
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credit programs, through IFC to give equity and

quasi-equity to activities in the micro-credit

field. And to seek with you to develop in the

targets that so many have of reaching 100 million.

If I have got the number right, Muhammad

[inaudible] he's been training me, he keeps pumping

me, you know, it's 100 million, it's not one less.

We would settle for 99 million 999, but 100 million

that we're trying to get. But we are committed to

try and help.

We believe that a lot of the other things

that we do, of course, are necessary, that you do

need a strong economic environment. As President

[inaudible] said, you do need roads. You do need

education. You do need a system of government.

You do need a justice system. You do need to fight

against corruption. You do need government

capacity.

All these things are essential elements in

terms of successful programs but so far as micro-

credit is concerned, we are right behind the

commitment that all of you have expressed. And I
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want you to know that we are ready to participate,

to share our triumphs and to share our failures and

to try together to develop what I think is a

remarkable initiative.

So, I gave that speech more or less last

night.

[Laughter.]

MR. WOLFENSOHN: And now I would like to

give you the speech.

[Applause.]

MR. WOLFENSOHN: And, so, perhaps now I

could give you the speech I was going to give at

the Guild Hall.

[Laughter.]

MR. WOLFENSOHN: But it seems to me that

perhaps the speech applies to both. Because in the

end, what has moved me [inaudible] Your Majesty you

asked me what was the biggest surprise. And I

think if not the biggest surprise, it's the biggest

reaffirmation that I've had as I have now been with

my wife to 46 countries is that amazingly the human

genome is the same in all these countries. Modern

MILLER REPORTING CO., INC.
507 C STREET, N.E.

WASHINGTON, D.C. 20002
(202) 546-6666



mwb 12

biology tells us the human genome is the same.

And whether you are in a village in Mali,

where I was as the President knows on my first trip

and was so moved when a woman in that village

talked to me about the new agricultural programs

they had and the father took the son and put him in

front and said, Mr. President, I cannot read, but

my son will go to university. He was just like a

nice Jewish mother that I knew in Australia.

[Laughter.]

MR. WOLFENSOHN: They're all the same.

And these same imperatives, the desire not to have

charity, the desire to have an opportunity, the

desire to give a life to their children, the desire

to do something for their own self-respect, made me

realize that there is hope because what we're

engaged in is not a charitable activity, it's an

activity that is morally and socially right and

it's an activity to give every human being a

chance.

And, we at the Bank are really privileged

to be part of that effort and very happy to join
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with all of you in trying to pursue it.

Thank you so much.

[Applause.]

[Whereupon, the speech was concluded.]
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P R O C E E D I N G S

MR. : It is now my honor to

introduce a leader in the world of finance, a

leader in the world of development, and a leader in

the world of the micro-credit [inaudible], James D.

Wolfensohn, the President of the World Bank.

[Applause.]

MR. WOLFENSOHN: Thank you very much,

Gavin. Being a rather poor choice to be the last

speaker after days of speaking I rather think I

prefer to be in the [inaudible] musical

[inaudible]--

[Laughter.]

MR. WOLFENSOHN: -- than seeking to say

something new at this stage.

And, so, let me not say something new.

Let me simply tell you that so far as the Bank is

concerned we adore what you and we have started.

And that we are part of this effort to bring about

micro-credit to 100 million families.

We do this with an enormous sense of--

[Applause.]
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MR. WOLFENSOHN: -- and we do it with

[inaudible] uncertainty and a little bit of

[inaudible], uncertainty born out of the fact that

we've tried over recent years to make our efforts

[inaudible] micro-credit sometimes we've succeeded

and sometimes we've failed.

But what it has taught is that this is a

tough business. It's not the singular answer to

poverty, but it's a very, very important answer to

poverty and what we're--

[Applause.]

MR. WOLFENSOHN: -- trying to do is to

learn. To learn with you and to recommit to those

in our world who need opportunity, and a chance for

them to [inaudible].

We wake up every morning and think about

it all and why it is that we work in the World

Bank. Certainly I do. And I ask myself, what is

it that has enriched my life in these last 18

months since I've been in this position? The first

thing is that I think I'm in an institution which

has a capacity to do a great deal of good in this
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world.

But I have become convinced after visiting

46 countries and after having met with friends in

civil society and the private sector and people

such as Enrique and Gov and others in the

international community that helping the world's

poor is not a job for a singular [inaudible].

Helping the world's poor has to be a partnership.

It has to be a partnership between people

who are linked by various things. It doesn't

matter too much what the mix is. Some come to

helping the world's poor out of a sense of economic

opportunity. Why? Because we all know that in the

developing world there are 4.7 billion people and

they represent 20 percent of the world's product.

And that it's growing rapidly. And that

in another 30 years it will be nearly 30 percent of

the world's product. So, yes, there's economic

opportunity. Opportunity for us, opportunity for

exports, opportunities for growth.

But what I've learned in these last 18

months is that there is a far more real reason for
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committing ourselves to the work of this

conference. Call it social justice, call it

morality, call it what you like. Call it being a

part of the human race. [inaudible] to your

children.

Because for us, in this room, being part

of this globe at the moment is part of a certain

equilibrium. There is a mix of developed countries

and developing countries and somehow we move

forward together with equity and [inaudible].

But in the next 30 years it won't be

developed and developing worlds, nor indeed is it

today, it is one world. It is one world of the

same sort of people, of the same human race.

And as I travel around this world in the

last 18 months, I've come to recognize that the

great [inaudible] for the Bank is not [inaudible]

is not our money, is not our 50 year's experience,

it is the strength from the people we are working

with.

[Applause.]

MR. WOLFENSOHN: There is an enormous task
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[inaudible] around this world. And the people look

different, the cultures are different, but the

human spirit is the same, a desire for a better

life, a desire for opportunity, not a desire for

charity, a desire to grow, a desire to feel

something in yourself, a desire to create something

in the family.

And, of course, central to this is the

role of women and [inaudible] our responsibility is

the role of education of children to teach

[inaudible].

Because it is for them that all families,

be they from rich countries or poor countries,

emerge. And it is the mother who sets the tone in

the family and I've seen, whether it is in Africa

or Central Asia or in Latin America, that this

centrality is something that we have to support and

which is absolutely essential to the development of

the economic and social justice in our world.

The Bank, obviously is only a small player

in all this, a prominent one but a small one. And

we commit ourselves to this [inaudible] to be your
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partner.

We will help in whatever way we can. If

we don't get it right, tell us how we can get it

right. And let us work together and let us work

together as partners in trying to reach that 100

million goal and in trying to leave the world a

more peaceful and safer place for our children.

[Applause.]

[Whereupon, the speeches were concluded.]
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I N T E R V I E W

MR. : Mr. Wolfensohn, thanks for

your time. We understand that you are a big

supporter of this micro-credit concept. As

President of the World Bank, of course, that is

very helpful. I'm curious how the Bank, itself,

views that concept and the practice of it?

MR. WOLFENSOHN: Well, I think you have to

understand that there is an opportunity to provide

financing for a very large number of people at a

small level of individual loans.

And the advantage of that is that it

enables us to penetrate the core communities and to

get to the women, to give them an opportunity not

for charity but a chance to do something themselves

which is really at the core of what we would like

to do in terms of poverty alleviation at the Bank.

Unfortunately, the Bank can't do it

directly because we're not a retail organization

and we don't have the people in the field and there

are [inaudible] governments who can do it through

non-governmental organizations and through village
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groups. And that's what we're trying to do.

MR. : And you feel a very strong

support in the Bank for the concept itself?

MR. WOLFENSOHN: I believe there is, yes.

It's not the single answer to poverty but it's an

important element in areas where, particularly

women need access to credit in order to create a

better life for themselves.

MR. : Yeah. As I understand

some of the criticism of the concept it suggests

that those who are the neediest, those who are

destitute, are not even in a position to use this

kind of credit. Therefore, this draws from the

existing fund of money [inaudible] hurts them

rather than helps them.

MR. WOLFENSOHN: Well, I've seen groups in

Albania and I've just seen them in India where

there are loans of $5 and $10 in cooperative

activity have made all the difference. And that

sometimes grows from 10 to 20 to 50.

I think it's important that you have a

balance between the very small, neediest cases and
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then allow for what might be micro-enterprise

lending going up the scale.

But I would say to you that, you know, in

our business there isn't any silver bullet. You

have to have a variety of products which can be

offered and I don't personally like to get into

blaming one at the cost of another.

I think what we've got to do is to

experiment to try and see how these can be done

effectively, these programs.

And I believe that there is sufficient

evidence now in Latin America and Bangladesh and

India and [inaudible] to make us believe tat it is

worth pursuing.

MR. Certainly the evidence I

know of from India and Bangladesh would say so but

are you having any trouble with institutional

resistance and this kind of thing? What this does

really is put the money, as you said, in the core

of the community and it takes away large chunks of

money that administrators can dole out and work

with.
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Is there that kind of resistance?

MR. WOLFENSOHN: There hasn't been that

kind of resistance, certainly in the Bank. We have

to, first of all, get cooperation of government.

We've just done a $100 million loan for

Bangladesh which will go to an organization which

will then parcel it out, itself. And so, it's a

$100 million loan which is then given to a

wholesaler which then goes on to other retailers,

if you like, to get the money out.

And I think our inhibition is not the

amount of money, but it is that first we have to

get the government to agree.

And you have to have in a country a system

of property rights and a legal system and some

framework within which you can lend money. People

feel they need to pay it back and if they buy

something then they know they can own it, which is

a system of property rights.

So, the Bank staff is trying to create a

framework in which micro-credit can flourish and

then we try and put some money in to stimulate it,
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either through the Bank or through IFC, a

subsidiary or our affiliated company which, in

fact, makes investments in the equity of these

types of organizations.

So, we have rather a lot to do and money

is not the limitation, it's trying to get everybody

together to experiment and to develop proven

methodologies.

MR. In so many of these

societies in which this is so needed or at least

focused and targeted right now there is a societal

male dominance, whereas a lot of what has gone on

with micro-credit has been aimed at women.

Is there a chauvinism at work here

blocking this or do you find male populations in

different societies that object to this kind of

program?

MR. WOLFENSOHN: Well, I think

historically women have had a pretty raw deal and I

think in the area of development certainly what

I've learned since I've been in this job women are

absolutely central to the formation of families and
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to the family structure and to the economic

development.

And whether you are in Africa or whether

you are in Northeast Brazil or whether you are in

many parts of Asia, the crucial thing that you

have to recognize is that whether you agree with it

or not the women are central to this process.

And no doubt that male chauvinism exists.

It does in this country, it does in many other

places. But there is a strength in women which is

inevitable because of their position in the family.

And what we're discovering is that if you can get

money into the [inaudible] and if you can educate

the young girls and you can help create a societal

environment in which this is accepted, then that is

probably the best investment you can make in

development.

MR. : I would like to ask you a

final question. Looking at Asia, and this has been

working in Bangladesh, and in India is this micro-

credit applicable to other parts of Asia?

Will it work in societies that are in the
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same sort of position in their development that it

has in India and Bangladesh? Will they accept

this?

MR. WOLFENSOHN: I personally think that

there's a very good chance hat that will be the

case. I mean what are we talking about? We're

talking about giving a mother or wife an

opportunity to develop some economic framework

within their family which can help their family

[inaudible].

What I've seen is that many of the

husbands love it because it's a source of income

and I don't see any particular reason why that

shouldn't occur in many parts of Asia.

What I would say to you is there is going

to be a lot of trial and error. And I think we'll

make mistakes. The bankers make mistakes but I

think there is enough [inaudible], in fact, a

significant amount that is demonstrated [inaudible]

that we need to pursue it.

And it's my hope and my belief that in the

coming years it will become not the only element in

MILLER REPORTING CO., INC.
507 C STREET, N.E.

WASHINGTON, D.C. 20002
(202) 546-6666



mwb 27

poverty alleviation but a very important one.

MR. : We thank you very much.

MR. WOLFENSOHN: Thank you.

MR. : There is one question I

forgot to ask you.

I understand that Master Card and Citibank

card are deeply involved in [inaudible] and--

MR. WOLFENSOHN: Put some money

[inaudible].

MR. : -- what's in it for them?

I mean this kind of program the people affected by

the kind of program are a long way from credit

cards.

MR. WOLFENSOHN: Well, I just spoke to

1,000 bankers in the City of London and [inaudible]

and I threw away the speech because what was

obvious to me, and I've been a banker in this

situation, is that what they've got to think about

is not the next nine years [inaudible] what they've

got to think about is the next 25 or 50

[inaudible] and the demographics and the economics

are compelling.
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That if you want a stable world, you have

got to bring along the have-nots. That may not be

obvious today in terms of the profit [inaudible]

but in terms of the future [inaudible] you got to

make some contribution to getting 4.7 billion out

of 5.6 billion people in this world who are

[inaudible] assume that under $2 a day and 1.3

billion are [inaudible] $1 a day [inaudible].

Because otherwise, I mean in 30 year's time you

will have 8 billion people in the world, and then 7

billion will be in [inaudible].

So, you are going to have greater

disparity between the rich and the poor and you

will have then a global communications system and

you cannot [inaudible] have instability. Instead

of 30 [inaudible] a day, you will have 60

[inaudible]. Instead of 30 million refugees, you

will have 130 million refugees. And instead of 18

million people with AIDS, you will have 180 million

people with AIDS.

You will have--there will be 7 million in

India alone with HIV positive by the end of this
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year. Now, they're not rich people. They're poor

people and [inaudible] no direct relationship

between money that Citibank or somebody else puts

in to those communities but [inaudible] get all of

them to recognize that there is a social

responsibility which I believe is inevitable.

Then you've got a chance of bringing

people along and I don't think you can stand back.

I think it's necessary for Citibank and [inaudible]

in Hong Kong and Shanghai Bank and lots of

[inaudible] to start to get interested in 7 billion

people.

MR. : [inaudible].

MR. WOLFENSOHN: I don't know whether they

will do it, I can only say that last night at the

[inaudible] I got an enormous [inaudible].

MR. : Okay.

[Whereupon, the tape concluded.]
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TO: See Distribution Below

FROM: Eveling Bermudez, ESDVP ( EVELING BERMUDEZ@A1@WBHQB

EXT.: 31421

SUBJECT: Lunch Hosted by Mr. Wolfensohn

The list of people who were invited to the lunch is being sent to
you right now. In includes high level officials/dignitaries and
all representatives from various agencies who were invited to
attend the lunch.

Below are the names of those who will be seating at Mr.
Wolfensohn's table:

President Konare
President Museveni
Sheik Hasina
Queen Sofia of Spain
Muhammad Yunus
Ela Bhatt
Sam Daley-Harris
Ismail Serageldin

Your office already has the bios for Konare Museveni. I believe
you should also have the bio for Sheik Hasina. Below are brief
notes on:

Ela Bhatt:
Chairperson
SEWA Bank
India

Ela Bhatt is the founder of the SEWA movement, General Secretary
of SEWA and the Chairperson of the SEWA Cooperative. She is the
recipient of the Magsaysay Award for Community, the CARE
Humanitarian Award and the "Padmabhushan," from the Government of
India, and Alternate for the Nobel Prize for Leadership.

Dr. Muhammad Yunus
Managing Director
Grameen Bank
Bangladesh
Dr. Muhammad Yunus received his Ph.D. from Vanderbilt University
in 1970. He was a Professor of Economics and the Director of the
Rural Economics program at Chittagong University. He is founder
of the Grameen Bank and Continues to serve as its managing
director. The bank has over 2 million borrowers who use their



loans to start and expand tiny self-employment ventures. Grameen
Bank was awarded the King Baudouin Development Prize in 1992.
Professor Yunus was awarded the CARE Humanitarian Award in 1993
and the World Food Prize in 1994.

Sam Daley-Harris
President
RESULTS

Sam Daley-Harris is President of RESULTS Educational Fund, a
non-profit advocacy group committed to generating the will to end
hunger and poverty. RESULTS Educational Fund organized the 1990
World Summit for Children Candlelight Vigils across the globe and
recently convened the first global Microcredit Summit. Mr.
Daley-Harris is the author of Reclaiming Our Democracy: Healing
the Break Between People and Government. He is also the founder
and President of RESULTS, a grassroots citizens lobby founded in
1980 and dedicated to generating the political will to end hunger
and poverty. He lives in Washington, D.C. with his wife Shannon,
Director of Religious Affairs for the Children's Defense Fund.
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His Excellency Mr. Alpha Oumar Konark
President of the Republic of Mali

Education:
Ph.D. in history and archeology, Poland
Devoted much of his time to teaching, research and culture.

Political positions
" March 1991 Member of the transitional Government
" May 1991 Founding member of ADEMA/PASJ, the ruling

party
" May 1978-August 1990 Minister of Culture and Sports.

Former political activities:
* Active member of several grassroots organizations.
* Founder of the first independent newspaper in Mali
" Co-author of documents which contributed to the spread of the democratic movement

in his country.



Meeting with President Museveni of Uganda
February 4 & 5, 1997

PROFILES OF UGANDAN DELEGATES

H.E. Yoweri K. Museveni

President of the Republic of Uganda

Yoweri Kaguta Museveni became President of the Republic of Uganda on January 26, 1986 after
leading a successful five-year guerrilla struggle against the regimes of Milton Obote and Tito
Okello. He formed a broad-based government in which formerly politically hostile factions were
brought together under the unifying influence of the National Resistance Movement. In the
recent peaceful and fair Presidential and Parliamentary elections held in June '96, which
broadly endorsed his regime, he won almost 75% of the votes, carrying a majority in all areas
except the North.

Museveni (born in 1944), has been politically active since his student days at Ntare School,
Mbarara, and studied political science and economics at the University of Dar-es-Salaam,
graduating in 1970 with a Bachelor of Arts degree. After Idi Amin's coup in 1971, he was
instrumental in the formation of FRONASA (the Front for National Salvation). FRONASA
made up one of the Ugandan exile groups which together with the Tanzanian People's Defense
Forces, ousted Amin in 1979.

In the government that succeeded Amin, Museveni served as Minister of Defense, Minister of
Regional Co-operation, and Vice-Chairman of the Military Commission. In December 1980,
Milton Obote and his Uganda People's Congress Party rigged the country's first elections in
nearly 20 years. On February 6, 1981, Museveni went to the bush and, together with 26 other
young men, organized the National Resistance Army (NRA) to fight the tyranny that Obote
regime had unleashed upon the population, especially the peasants in the three central Ugandan
districts of the Luwero Triangle.

The NRA is unique in Africa for being the only guerrilla force to take over power without
external support. Its main camps were based only 20 miles from the capital, Kampala. This
demonstrates that the NRA leadership was, in extremely difficult circumstances, capable of
achieving sophisticated levels of organizational discipline and techniques for managing both
soldiers and civilians in the war zones.



Sheikh Hasina. Prime Minister of Ban gladesh - a Profie

Sheikh Hasina was sworn in as the 10th Prime Minister of Bangladesh on June 23, 1996,
following a free and fair election. She is the eldest daughter of the Father of the Nation,
Bangabandhu [Friend of Bangladesh] Sheikh Mujibur Rahman and Begum Fazilatunnesa. She
was actively involved in politics from her early life. During the War of Liberation in 1971 she
was imprisoned along with her family. She graduated from Dhaka University in 1973.

In August 15, 1975 Bangabandhu Sheikh Mujibur Rahman and many of his family
members were assassinated. Sheikh Hasina and her only sister Sheikh Rehana, who were
overseas, escaped the assassination. In 1981 she returned to Bangladesh from exile and launched
an uncompromising movement against military rule. In 1983 she formed a Fifteen Party
Alliance against military rule. In retaliation she was arrested and taken blindfolded to the
Cantonment and held incommunicado for 15 days. She was put under house arrest twice in 1984
and again in 1985. In the face of persistent pressure the military rulers decided to hold general
election in 1986. Her party won 104 seats in the election and Sheikh Hasina became Leader of
the Opposition in the Parliament. Sheikh Hasina took her fight to establish the rights of the
people inside the Parliament as well. This Parliament was dissolved by General Ershad in
December 1987. In November 1990 she offered the formula to transfer power from General
Ershad through constitutional means. The General tried to fight the tide of opposition led by
Sheikh Hasina by interning her and proclaiming a state of emergency. In the face of mass
upsurge and an ultimatum from Sheikh Hasina he was forced to release her and stepped down
from power.

In the subsequent general election Sheikh Hasina's party won 38 percent of the popular
vote compared to 31 percent won by the Bangladesh Nationalist Party (BNP). Yet, the Awami
League did not get absolute majority in the Parliament. She became the Leader of Opposition.
She successfully led all political parties to accept a Parliamentary form of government and a
nationwide movement for a neutral caretaker government for conducting national elections.

In the face of the government's refusal to this demand, the opposition members of the
Parliament resigned on December 28, 1994. Sheikh Hasina launched a renewed movement
demanding that elections be held under a neutral caretaker government. People from all walks of
life joined the movement which forced the ruling government to resign. In the Parliamentary
elections held under a neutral caretaker government on June 21, 1996 Sheikh Hasina's party won
a majority of seats.

Sheikh Hasina has traveled widely to promote international peace, disarmament, racial
harmony, goodwill and fraternity among nations. She is an avid reader of books and journals on
international politics, literature and social welfare. She is the author of several books and
numerous articles. Sheikh Hasina and her husband Dr. M.A. Wazed Miah are parents of a
daughter and a son.

(Source: Embassy of Bangladesh
Washington, DC)
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OVERALL MESSAGE

The Persistence of Poverty

* 1.3 billion live on less than $1 a day - 70% of them women.
* 40,000 people die every day because of hunger-related diseases
* 50 million children are mentally or physically damaged because of improper

or inadequate nutrition
* 130 million children don't go to primary school (80% of them girls).

And inequalities are growing

* Between 1960 and 1990 the incomes of the richest 20 percent grew 3 times
faster than the incomes of the poorest 20 per cent. As a result the share in
global incomes of the poorest 20 percent has fallen from 2.3% to 1.4%.

* In Latin America today, a quarter of the population lives in absolute poverty.
* In South Asia half the people over the age of 15 cannot read and write.

" And there are countries where the incomes of the wealthiest 10 percent can be
80 times the incomes of the poorest 10 percent.

The Bank is more committed than ever to poverty reduction

We know that broad-based sustainable economic growth coupled with improved access to

education, health care and social services is essential for reducing poverty.

But the poorest of the poor lack access to even these basic services.

Urgent need to create opportunity, to bring people into the economic mainstream,
and to do so in a way that respects human dignity.

Beauty of microcredit is that with a simple $100 loan one begins to unleash human
potential.. .and that in turn has an extraordinary multiplier effect - on the family, the the

village, the community...

My travels around the world have underlined 2 things:

1. that people retain a dignity and a desire to help themselves even among the most abject
conditions. If that desire for self-help can be combined with opportunity, the results can

be dynamic - not just economically but socially and spiritually.

2. that people have to be given the opportunity to do it their own way. We can't impose

models cooked up in Washington, or London, or Paris which pay little or no attention to
local conditions and local needs.
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The beauty of microcredit is that it is so local, and that it puts people together with the
private sector in a way which enables them to create their opportunities, to have their
dreams and their hopes begin to take flight. The woman who has 3 cows today but
dreams of adding sheep and maybe pigs tomorrow. ...

But for microcredit to maximize its potential capacity building is essential -
ensuring the financial sustainability of institutions to reach the very poor is the major
challenge.

Let me assure you that the Bank wholeheartedly supports the summit's goal of
reaching 100 million of the world's poorest families, especially the women, with
credit by the year 2005.

But none of us in this room can achieve this goal alone.

Vital importance of partnerships and of leveraging learning. Let me give you just one
example. South Asia program of training whereby staff involved in poverty reduction
programs which include microcredit (10 in Pakistan) spend 2 weeks in the field being
trained by NGOs - this will be followed up by similar training programs in Sri Lanka and
Bangladesh).

What is the Bank's contribution?

Bank's 3 pronged strategy

1. creating the enabling environment - comparative advantage of policy dialogue with
governments, legal and tax reform, creating a level playing field for microenterprises;
2. lending where appropriate - $100 million loan to Government of Bangladesh to be
wholesaled through P-KSF; equity and quasi-equity investments - IFC investment in
Profund and KREP in Kenya.
3. Participation in multidonor efforts - CGAP_ - best practice; mainstreaming within
Bank operations.

40,000 people dying each day because of hunger-related causes and 50 million children
being physically or mentally damaged because of inadequate nutrition is quite simply a
human toll which we can no longer afford to pay.

Micro-finance isn't a panacea. All of us in this room know how important
macroeconomic fundamentals and investments in education and health continue to be.
But the beauty of microfinance is that it offers us one way to bring down those numbers
in a way that respects the resourcefulness, the self-respect and the independence of the
human spirit.
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James D. Wolfensohn
Micro-Credit Summit

February 41h 1997

Talking Points for the Luncheon

Sorry to have missed the first two days. Have heard that the Summit has been a great
success. Want particularly to thank Sam Daley-Harris and his team:

Members of the organizing Committee;

- Nancy Barry, Women's World Banking
- Ela Bhatt, SEWA in India
- Margaret Catley-Carlson, Population Council
- Michael Chu, ACCION Internatioanl
- Connie Evans, Women's Self Employment Project in Chicago
- William Foege, Executive Director, Task Force for Child

Survival and Development
- John Hatch, Foundation for International Community Assistance

(FINCA)
- Wakako Hironaka, Member, House of Councillors
- Ismail Serageldin
- Ellen Johnson Sirleaf, UNDP
- Kathy Waldron, Citibank
- Muhammad Yunus

Grameen Bank

" And the staff in the CGAP Secretariat for providing comments on the Summit's
Declaration and Plan of Action.

* Want to assure you that the Bank fully supports the goal of the Summit to expand
microcredit services to 100 million poor families throughout the world.

" We know that broad-based, sustainable economic growth coupled with improved
access to education, health-care and social services reduces poverty.

* But despite all the advances on the development front, over one billion people
continue to live in abject poverty - 70% of them women; some 40,000 people die
every day of hunger-related causes; and the bottom 20 percent receive only 1.4% of
the world's income.

" Many of these people simply don't have access to basic services.

1



* Micro-finance isn't a panacea. It is, however, one effective instrument to reach the
very poor. And the beauty of it is that it recognizes peoples' desire not to be the
recipients of handouts but to help themselves. ( Your observations of the importance
of this - Women of Katwe, Uganda transforming banana peels into charcoal
briquettes).

" But it isn't easy. Bank has learnt a great deal over the last 5 years after a number of
false starts.

" Most important lesson we have all learnt is that building the capacities of institutions
to reach very poor people and ensuring their financial sustainability is the major
challenge.

What can the Bank bring to the micro-finance table?

1. Assistance in creating the enabling environment on which so much else depends
a comparative advantage stemming from the fact that we work with developing

country governments;
r long record of creating an enabling environment for financial intermediation -

this can now be adapted for micro-finance policy issues.
= Leverage to put in place appropriate legal and regulatory frameworks. (Policy-

mandated interest rate ceilings can preclude MFIs from recovering their full
costs; regulatory frameworks with high and reserve minimum capital
requirements may be inappropriate for MFIs seeking formal status and the
right to legally collect deposits).

* And the Bank plans to step-up its micro-finance policy dialogue agenda within the
context of its financial sector support programs.

2. Support for innovative approaches to wholesaling micro-credit:

* Success in Bank micro-finance initiatives depends on 2 key factors,:
=> the willingness of the local government to take a loan to support viable micro-

finance and;
=> the existence of an appropriate structure on the ground for channeling Bank

funding.

* The Bank's primary instrument for funding is through loans to governments - this
requires that governments support the micro-finance infrastructure and channel funds
to those who need it e.g. the $100 million loan to the Government of Bangladesh to
be wholesaled by P-KSF at concessional interest rates to retail micro-finance
institutions.
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* Local initiative is key. To date it has been indigenous, generally non-governmental,
institutions which have had the most solid achievements. The Bank recognizes the
potential of these groups to administer Bank-funded micro-finance support and ensure
that funds are directed to those MFIs that have the absorptive capacity and potential
for viability.

* The Bank is exploring equity and quasi-equity investments in micro-finance
institutions. IFC through its equity and quasi-equity instruments has recently invested
in PROFUND in Latin and Central America, and in the newly formed K-REP Bank in
Kenya. (Since 1990. K-REP has provided 20,000 loans, and achieved a repayment
rate of over 97%, and recorded operational priority since 1993.)

* We also want to build bridges between the private sector/ commercial banking sector
and micro-financiers and are exploring ways in which we can assist in this process.

3. Participation in multidonor efforts -Consultative Group to Assist the Poorest
(CGAP)

* In June 1995 World Bank served as catalyst in creating the 24-member, multidonor
effort. To date, the Bank has put in $32 million.

Importance of CGAP for:
-> establishing best practice, forging partnerships, and strengthening donor co-

ordination.
-> Supporting MFIs that are clearly moving towards financial sustainability.
-> Supporting the development of key tools that will improve the quality of

microfinance - audit and financial standards, a data base of MFIs and a study
of national and regional funds.

-> mainstreaming micro-finance within World Bank operations.
-> CGAP also represents an experiment for the Bank in testing a grant instrument

to non-government guaranteed institutions.

* Underlying all this, however, is the need to learn from one another. The most
important contribution of the Summit may well be that it enables us all to leverage
our experience and move forward to tackle the problems of poverty in partnership.

* 40,000 people dying each day because of hunger-related causes and 50 million
children being physically or mentally damaged because of inadequate nutrition is
quite simply a human toll which we can no longer afford to pay. The beauty of
microfinance is that it offers us one way to bring down those numbers in a way that
respects the resourcefulness, the self-respect and the independence of the human
spirit.
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Meeting with the President of the Republic of Mali
His Excellency Alpha Oumar Konar6

February 4, 1997

Participants

Mali: H.E. Mr. Alpha Oumar Konard, President of Mali
H.E. Mr. Soumaila Cissd, Minister of Finance and Commerce, Governor of the World Bank
H.E. Mr. Modibo Tiemoko Traor6, Minister of Rural Development and Environment
H.E. Mrs. Fatou Ciss6 Haidara, Minister of Industry, Handicraft and Tourism
H.E. Mr. Cheikh Oumar Diarrah, Ambassador to the US
Mr. Mand6 Sidib6, Advisor to the President
Mr. Moussa Coulibaly, Diplomatic Advisor to the President

Bank: Mr. Ali Bourhane, Executive Director
Mr. Jean-Louis Sarbib, Vice President, Africa Region
Mr. Hasan Tuluy, Country Director for Mali
Ms. Grace Yabrudy, Resident Representative, Mali
Ms. Diari6tou Man6, Country Economist

Purpose of the Meeting:
H.E. Mr. Konar6 will participate in the Microcredit Summit taking place February 2-4. Your
luncheon with President Konar6 has been scheduled on February 4.

SYNOPSIS
Issues Likely to be Raised by President Konare and Suggested Answers

Microcredit: IDA assistance to microfinance and a training center.
* Suggested Answer: Financial Sector Project (FY98) will support microcredit, including support

to training center if necessary.

Education Sector: Continued IDA support to ten-year education reform program, including funding
of Government PRODEC preparation team.
* Suggested Answer: Support to PRODEC (initially Japanese Grant, later through PPF) extended

until fall 1997. Strategic plan for ten-year education program ready by March 1997 for
implementation in 1997/98 school year.

National Library: Funding of a national library by IDA.
* Suggested Answer: Urgent needs are in primary education; a university library could be part of a

secondary/higher education sector reform.

Post-stabilization policy: Whether IDA can help define an accelerated growth strategy.
* Suggested Answer: Growth and Equity Study started in January with IDF Grant support.

Decentralization: Provide assistance to the decentralization process.
* Suggested Answer: Urban Development and Decentralization Project (US$80 million, FY97) and

Institutional Development Project (FY98) provide assistance.

Institutional Development/Capacity Building: Need to rejuvenate civil service and improve pay
incentives, best staff workfor externally-funded projects.
Suggested Answer:
" Revenue situation precludes salary increase with current number of staff.
* Reform to be preceded by national consensus on new role of the state.
* Institutional Development Project and several trust funds available for help.



Mr. James D. Wolfensohn, EXC -2- January 29, 1997

Issues Likely to be Raised by President Konare and Suggested Answers

Microcredit
Suggested Answer:
" Financial Sector Project (FY98) will have a microfinance component;
" Project preparation supports technical group comprising representatives of Government,

microfinance institutions, user groups, and bilateral donors;
* Action plan by technical group will be discussed at national seminar in March-April 1997 and

serve as basis for microfinance component of project;
* We are aware of importance of microfinance and will provide technical, financial, and

institutional support, including support to a training center for microfinance if necessary, using
the existing training facilities (Centre de Formation Bancaire).

Education Sector
Suggested Answer:
* One of lowest primary enrollment rates in the world with 35% (vs. SSA average of 71%);
* 57% of the education budget spent on higher and secondary education; primary education receives

only 43%. Scholarships alone consume over 16% of total education budget (about 50% of the
higher education budget);

* Significant work in past year by PRODEC team with IDA support to define education strategy;
* PRODEC team will reintegrate into Ministry of Education in fall 1997 to implement the strategy;
* Funding for classroom equipment and didactic materiel will be discussed during the preparation

of the Education Sector Investment Project (FY98).

Biblioth~que Nationale
Suggested Answer:
* Need to deploy resources with priority to primary education, given dismal performance;
* Plan two sequential five-year sector investment projects to support improvement in coverage and

quality of primary, secondary, and higher education. Could revisit library as part of university
reform.

Post stabilization policy
Suggested Answer:
* Discussed during Annual Meetings with the Minister of Finance;
* Mission went to Mali in November, technical group set up to coordinate the study in Mali;
" Main objective is to define policy measures to increase Mali's competitiveness, double per capita

GDP within ten years (annual GDP growth rate of 7% necessary to attain this goal);
* Study will also look into the distributional impact of growth;
* IDF Grant approved by IDA on January 23, 1997; Grant Agreement to be signed by Minister of

Finance during this trip;
* Study results will be basis of next CAS (FY98).



Mr. James D. Wolfensohn, EXC -3- January 29, 1997

Decentralization
Suggested Answer:
* Bank very much involved in decentralization under Urban Development and Decentralization

Project (FY97, US$80 million equivalent);
* Project will: (i) provide assistance for local revenue mobilization and management of community

resources; (ii) strengthen municipal contract management capacity; (iii) develop labor intensive
employment with the assistance of AGETIPE; and (iv) increase provision of drinking water at the
community level.

Institutional Development and Capacit Building

Suggested Answer:
* Salaries lowest in the region; no career progression and low turnover rate in civil service;
* Salary expenditures represent 30% of fiscal revenues (vs. SSA average of 50%);
* Number of civil servants (35,000 equivalent to 1:250 inhabitant) remain below region average

(1:160 inhabitant);
* Fiscal deficit (excluding grants) of 8% of GDP in 1996 does not allow Mali to raise salaries or

recruit new civil servants in the short term;
* Resources are available under PPF for Institutional Development Project and from trust funds.

More can be mobilized, once national consensus is reached to rebuild a more focused professional

public administration.

Issues and Main Message from the Bank

Consolidate stabilization policy for higher growth:
* Government should be congratulated for important achievements on the financial front and

structural measures undertaken following the 1994 devaluation.
* GDP growth rate of 6.4 % in 1995, compared to average of 2.4% between 1990 and 1994, and is

expected to exceed 4% in 1996.
* Annual inflation fell sharply from 24.8% in 1994 to approximately 12.4% in 1995 and 7% in

1996.
* Important problems remain: (i) large current account deficit of 14.6% of GDP (vs. UEMOA

average of 12%); (ii) large public sector deficit (excluding grants) of 8% of GDP in 1996 (vs.

UEMOA average of 6%).
* Consolidating stabilization crucial for higher growth, increasing investment and employment, and

raising domestic savings and in signaling the Government's commitment to reform.

Political and Economic Background

* 1997 will see the second presidential elections since Colonel Amadou Toumani Tourd

handed over power in 1992 to a democratically-elected government led by President

Konar6. New Code glectoral was adopted. Presidential election will take place in May

1997 after legislative elections scheduled in early March;

* The Malian economy continues to respond favorably to various policy and structural

measures implemented by the Government within the framework of the adjustment

program described in the PFP. Mali had a record level of cotton production in 1995/96
(405,000 thousand metric tons compared to 293,000 in 1993/94).
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Bank Group's Relationship with Mali

* Bank and Mali have collaborative and open dialogue, although there are areas where the
Bank feels that the Government could take more vigorous actions (e.g., education and
institutional reform).

* Although there had been an intentional slowdown in portfolio growth in FY95 and FY96
in order to focus on project completion and portfolio restructuring, this is no longer the
case in FY97, with three new projects scheduled for Board presentation. Furthermore,
sector investment programs in health, agriculture and education are under preparation.

* A CAS Progress Report will be issued in FY97 and the next full CAS will be prepared in
FY98, drawing on results of the Growth and Equity Study prepared by a Malian team.
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Mali at a glance
Sub- s 7....

POVERTY and SOCIAL Saharan Low.
Mal Africa Income Development diamond*

Population mid-1995 (millIons) 9.8 589 3,188
GNP per capita 1995 (US$) 250 490 40 Life expectancy
GNP 1995 (bIllions US$) 2.5 289 1,466

Average annual growth, 199048

Population (%) 3.0 2.8 1.8
Labor force (%) ., 2,8 1.8 GNP Gross

per p-rkary
Most recent estimate (latest year available skice 1989) capita romt
Poverty: headcount index (% ofpopulation)
Urban population (% ottota poppaonl 26 31 29
Life expectancy at birth (ysars) 49 52 63.
Infant mortality (per 1,000 live births) 125 92 58
Child malnutrition (% of chidren under 5) .. .. 38 AcCess to safe water
Access to safe water (% ofpopulatlon) 49 47 75
illiteracy (% of population age 15+) 68 43- 34
Gross primary enrollment (% oaschool-age population) 35 71 105-r

Male~ 12 - al Lorw-ncom groupMale 45 77 112::::
Female 25 64

KEY ECONOMIC RATIOS and LONG-TERM TRENDS .........

1976 1985 1994 19"6
Economic ratios*

GDP (billions US$) 0.8 1.1 1.9 2.5
Gross domestic investment/GDP 16.5 19.6 26.5 26.0
Exports of goods and non-factor services/GDP 10.2 20.8 21.7 22.3 Openness of economy
Gross domestic savings/GOP -4.4 .14.3 6,7 10.1
Gross national savings/GOP -4.1 -11.6 8.7 .11.4

Curr. account bal., excL. all official grantsiGDP -7.2 -31.2 -17.8 -14.6
Interest payments/GDP 2Z 1.2 2.0 0.9 savings Investment
Total debt/GOP 45.4 138.9 150.8 124.3.
Total debt service/exports 4.0 19.8 25.8 12.5
Present value of debt/GDP .. .. 86.2
Present value of debt/exports .. ,. 321.8

Indebtedness
1976-84 1985-%9 1984 1998 19944

(average annual growth)
GDP 1.9 3.5 2.3 6.4 4. - -Mal Low-incomegroup
GNP per capita 0.1 0.5 -2.4 3.0 2.0
Exports of goods and nfs 8.8 5.9 -4.5 19.8 4.9

STRUCTURE of the ECONOMY
1975 1985 1994 1995 Growth rates of output and Investment (%)

(% of GOP)
Agriculture 61.0 49.5 42.1 46.1 20
Industry 10.7 15.4 17.1 16.8

Manufacturing 6.8 8.9 6.7 6.5 15
Services 28.3 35.0 40.9 37.2 1

Private consumption 94.1 100.7 81.2 78.8 . ------
General government consumption 10.2 13.6 12.1 11.0 GDI GOPimports of goods and non-factor services 31.1 54.6 41.5 38.1

1975-84 1985-96 1994 1995 Growth rates of exports and Imports (%)
(average annual growth)
Agriculture 1.1 5.2 7.5 9.1 20
Industry 2.8 4.1 1.1 7.8

Manufacturing 4.5 2.4 6.4
Services 0.6 1.4 -2.5 1.7

Private consumption 2.1 1.5 4.9 7.4
General govemment consumption 4.6 1.8 -4.1 -3.0 -5 go 91 02 9 y 95

Gross domestic investment 3.5 5.8 23.7 4.4 -10
Imports of goods and non-factor services 8.1 0.9 -7.1 11.4
Gross national product 1.7 3.4 0.6 6.3

Note: 1995 data are preliminary estimates.
'The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

be incomplete.



Mali

PRICES and GOVERNMENT FINANCE

Domesdc prices 1975 1986 1994 1996

(% change) 40
Consumer prices .. .. 24.8 12.4 30

Implicit GDP deflator 23.0 3.3 33.2 12.5 20

Government finance 10
(% of GDP)
Current revenue, incl. current grants .. 15.3 17.7 16.8 -10
Current budget balance (Incl. current grants) .. -0.4 2.9 4.3 - o d
Overall surplus/deficit (incl. current grants) .. -14.8 -9.6 -8.1 1

TRADE

(millions US$) 1976 1986 1994 1 Export and Import levels (mill US$)
Total exports (fob) .. 176 333 470 I'm

Cotton .. 78 150 261
Gold 0 50 69 "m
Manufactures .. 0 0 0

Total imports (cif) .. 469 629 774 4 '
Food .. 141 86 104
Fuel and energy .. 80 58 66 2

Capital goods .. 105 193 256 M0

Export price index (1987-100) .. 79 90 104 a 90 91 92 93 94 95

Import price index (1987-100) .. 73 108 119 C Exports a Imports
Terms of trade (1987-100) .. 107 83 88

BALANCE of PAYMENTS

(millions US$) 1975 1986 1994 1998 Current account balance to GOP ratio (%)

Exports of goods and non-factor services 95 220 402 549 0 - - - - - -

Imports of goods and non-factor services 239 578 769 941 .2 g o 91 92 93 94 95

Resource balance -144 -357 -36 -391 .4

Net factor income -22 -19 -48 -65 'a

Net private current transfers 109 47 86 96 Li
Current account balance,

before all official transfers -57 -329 -329 -361 .14

Financing items (net) 49 298 416 427 -16
Changes in net reserves 8 31 -87 -66

Memo:
Reserves including gold (mill. US$) 4 29 228 330
Conversion rate (locai/US$) 214.3 449.3 555.2 499.1

EXTERNAL DEBT and RESOURCE FLOWS

(millions US$) 1975 1986 1954 lass Composition of total debt, 1995 (mill. USS)
Total debt outstanding and disbursed 356 1,468 2,794 3,065

IBRD 0 0 0 0
IDA 41 224 770 863 F:Gj 79

Total debt service 5 53 128 82 B: 863
IBRD 0 0 0 0
IDA 0 3 12 12

Composition of net resource flows (OECD data)
Official grants .. 157 220 .. E: 1451
Official creditors 24 87 43 126 C: 147
Private creditors 2 -2 -1 0
Foreign direct investment .. 3 45
Portfolio equity 0 0 0 0 D: 523

World Bank program
Commitments 24 72 120 56 A - IBRD E -Bilateral
Disbursements 13 29 93 85 B-IDA D - Other muttilateral F - Prvat
Principal repayments 0 1 6 6 C - IMF G - Short-twem

Net flows 13 28 87 80
Interest payments 0 2 6 6
Net transfers 13 27 82 73

MLICAAG1.XLS 1/14/97
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Mali - Selected Indicators of
Bank Portfolio Performance and Management

Indicator 1994 1995 1996 1997
Portfolio Performance
Number of Projects under implementation 17 17 18 17
Average implementation period (years)a 3.66 4.07 3.91 4.23
Percent of problem projects rated U or HUb

(for past years, rated 3 or 4)
Development Objectives' 11.76 5.88 16.67 17.65
Implementation Progress (or overall 11.76 5.88 16.67 17.65

status for past years)d
Cancelled during FY in US$m 2.74 .16 0.00 .29
Disbursement ratio (%)e 19.39 20.79 16.08 10.19
Disbursement lag (%)f 10.17 9.55 5.00 5.09
Memorandum item: % completed projects 0.00 0.00 0.00 0.00

rated unsatisfactory by OED

Portfolio Management
Supervision resources (total US$ thousands) 798.55 1,032.01 935.56 296.13
Average Supervision (US$ thousands/project) 46.97 60.71 51.98 17.42
Supervision resources by location (in %)

Percent headquarters 0.00 0.00 59.81 53.21
Percent resident mission 0.00 0.00 40.19 46.79

Supervison resources by rating category
(US$ thousands/project)

Projects rated HS or S 45.86 61.88 45.21 15.86
Projects rated U or HU 55.36 41.88 85.81 29.97

Memorandum item: date of last/next CPPR

a. Average age of projects in the Bank's contry portfolio.
b. Rating scale: "HS" denotes "Highly Satisfactory", "S" denotes "Satisfactory", "U" denotes "Unsatisfactory", and

"HU" denotes "Highly Unsatisfactory".
C. Extent to which the project will meet its development objective (see OD 13.05, Annex D2, Preparation of

Implementation Summary [Form 590]).
d Assessment of overall performance of the project based on the ratings given to individual aspects of project

implementation (e.g., management, availability of funds, compliance with legal covenants) and to development
objectives (see OD 13.05, Annex D2, Preparation ofImplementation Summary [Form 590]). The overall status is
not given a better rating than that given to project development ogjectives.
Ratio of disbursements during the year to the undisbursed balance o the Bank's portfolio at the beginning of the
year: investment projects only.

For all projects comprising the Bank's country portfolio, the percentage difference between actual cumulative
disbursements and the cumulative disbursement estimates as given in the "Original SAR/PR Forecast" or, if the
loan amounts have been modified, in the "Revised Forecast." The country portfolio disbursement lag is effectively
the weighted average of disbursement lags for projects comprising the Bank's country portfolio, where the
weights used are the respective project shares in the total cumulative disbursement estimates.

Note:
Disbursement data is updated at the end of the first week of the month.
Supervision resources include Salaries, Benefits, and Travel but excludes FAO staff and PCR task costs.

Generated by the Operations Information System (OIS)
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Mali - Bank Group Fact Sheet
IBRD/IDA Lending Program

Past Current Planned'
Category 1994 1995 1996 1997 1998 1999 2000

Commitments (US$m) 110.0 66.0 100.7 99.3 144.4 81.0 25.0

Sector (%)b
Agriculture 18.2 9.1 0.0 4.3 51.9 55.6 0.0
Education 0.0 75.8 13.3 0.0 31.2 0.0 0.0
Health 0.0 0.0 0.0 0.0 0.0 44.4 0.0
Natural Res Mgmt 0.0 0.0 0.0 0.0 0.0 0.0 100.0
Non-Sector 22.7 0.0 59.6 0.0 0.0 0.0 0.0
Nutrition 0.0 0.0 0.0 15.1 0.0 0.0 0.0
Power 0.0 0.0 27.1 0.0 11.4 0.0 0.0
Public Sector Manage 0.0 0.0 0.0 0.0 5.5 0.0 0.0
Transportation 59.1 0.0 0.0 0.0 0.0 0.0 0.0
Urban 0.0 15.2 0.0 80.6 0.0 0.0 0.0

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Lending instrument (%)
Adjustment loans' 22.7 75.8 59.6 0.0 0.0 0.0 0.0
Specific investment loans and others 77.3 24.2 40.4 100.0 100.0 100.0 100.0

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Disbursements (US$m)
Adjustment loans' . 51.1 39.8 31.2 20.5 20.0 20.0 0.0
Specific investment loans and others 34.5 49.1 37.8 21.2 46.5 33.0 20.2
Repayments (US$m) 5.3 5.2 6.6 3.7 0.0 0.0 0.0
Interest (US$m) 5.4 5.8 6.3 3.4 0.0 0.0 0.0

a Ranges that reflect the base-case (i.e., most likely) Scenario. for IDA countries, planned commitments are not presented by FY but as a
three-year-total range; the figures are shown in brackets. A footnote indicates if the pattern of IDA lending has unusual characteristics
(e.g., a high degree of frontloading, backloading, or lumpiness). For blend countries, planned IBRD and IDA commitments are presented
for each year as a combined total.

b for future lending, rounded to the nearest 0 or 5%. To convey tht thrust of country strategy more clearly, staff may aggregate sectors.
c Structural adjustment loans, sector adjustment loans, and debt service reduction loans.

Note:
Disbursement data is updated at the end of the first week of the month.

Generated by the Operations Infomration System (OIS)
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Mali - IFC and MIGA Program, FY94-97

Past

Category 1994 1995 1996 1997
IFC approvals (US$m) 0.00 39.80 0.00 0.00

Sector (%)

0.00 0.00 0.00 0.00
Mining & Metals 0.00 100.00 0.00 0.00

TOTAL 100.00 100.00 100.00 100.00

Investment instrument (%)
Loans 0.00 88.00 0.00 0.00
Equity 0.00 12.00 0.00 0.00
Quasi-Equitya 0.00 0.00 0.00 0.00
Other 0.00 0.00 0.00 0.00

TOTAL 100.00 100.00 100.00 100.00

MIGA guarantees (US$m) 0.00 0.00 50.00 50.00
MIGA commitments (US$m) 0.00 0.00 0.00 0.00

aIncludes quasi-equity types of both loan and equity instruments.

Generated by the Operations Information System (01S)
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Status of Bank Group Operations in Mali
IBRD Loans and IDA Credits in the Operations Portfolio

Difference Between Last ARPP

Original Amount in US$ Millions expected Supervision Rating b/

Loan or Fiscal Year and actual Development Implementation

Project ID Credit Borrower Purpose IBRD IDA Cancellations Undisbursed disbursements a/ Objectives Progress
No.

Number of Closed Loans/credits: 46

Active Loans
ML-PE-1718 C19060 1988 GOVERNMENT OF MALI OFFICE DU NIGER I 0.00 39.80 0.00 5.80 1.14 HS S
ML-PE-1723 C19980 1989 GOVERNMENT OF MALI POWER II 0.00 33.00 0.00 14.08 12.40 S S
ML-PE-1744 C21630 1990 GOVT OF MALI AG SECAL 0.00 53.00 0.00 10.25 5.54 HS S
ML-PE-1725 C22350 1991 GOVERNMENT OF MALI AG SERVICES 0.00 24.40 0.00 7.06 5.09 HS S
ML-PE-1727 C22170 1991 GOVERNMENT OF MALI HEALTH/POPULATION/R 0.00 26.60 0.00 8.65 5.01 HS S
ML-PE-1756 C23900 1992 GOVERNMENT MINING CAPACITY 0.00 6.00 0.00 3.78 3.13 U U
ML-PE-1752 C23710 1992 GOVERNMENT PUBLIC WORKS & CAPAC 0.00 20.00 0.00 .53 -7.56 HS HS
ML-PE-1745 C23700 1992 GOVERNMENT OF MALI NATURAL RES. MGMT 0.00 20.40 0.00 15.09 11.01 S S
ML-PE-1747 C24320 1993 GOVT OF MALI PRIVATE SECTOR ASSIS 0.00 12.00 0.00 7.80 2.61 U U
ML-PE-1730 C26170 1994 GOVERNMENT OF MALI TRANSPORT SECTOR 0.00 65.00 0.00 60.26 10.93 HS HS
ML-PE-1751 C25570 1994 GOVERNMENT AG. RESEARCH 0.00 20.00 0.00 13.89 3.32 S S
ML-PE-1755 C27370 1995 GOVERNMENT . AGRO-PROCESSING TRD 0.00 6.00 0.00 5.07 1.37 S S
ML-PE-1752 C23711 1995 GOVERNMENT PUBLIC WORKS & CAPAC 0.00 10.00 0.00 2.43 -1.06 HS HS
ML-PE-1735 C28940 1996 GOVERNMENT OF MALI ECONOMIC MGMT 0.00 60.00 0.00 41.19 1.44 HS HS
ML-PE-34617 C28500 1996 GOVT OF MALI SELINGUE REHAB. 0.00 27.30 0.00 25.82 3.45 HS HS
ML-PE-1746 C28280 1996 GOVERNMENT OF MALI VOCATIONAL EDUC 0.00 13.40 0.00 12.92 0.00 HS HS

TRNG

Total 0.00 436.90 0.00 234.62 57.83

Active Loans Closed Loans Total
Total Disbursed (IBRD and IDA): 218.68 686.45 905.13

of which has been repaid: 0.00 38.15 38.15
Total now held by IBRD and IDA: 436.90 685.03 1,121.93
Amount sold : 0.00 0.00 0.00

Of which repaid : 0.00 0.00 0.00
Total Undisbursed : 234.62 0.00 234.62

a. Intended disbursements to date minus actual disbursements to date as projected at appraisal.
b. Rating of 1-4: see OD 13.05. Annex D2. Preparation of Implementation Summary (Form 590). Following the FY94 Annual Review of Portfolio performance (ARPP), a letter

based system will be used (HS = highly Satisfactory, S = satisfactory, U = unsatisfactory, HU = highly unsatisfactory): see proposed Improvements in Project and

Portfolio Performance Rating Methodology (SecM94-90 1), August 23, 1994.

Note:
Disbursement data is updated at the end of the first week of the month.

Generated by the Operations Information System (OIS) Page 1



CAS Annex A7
Generated: January 30, 1997

Mali
STATEMENTOF IFC's

Committed and Disbursed Portfolio
As of 12/31/96

In Millions US Dollars

Committed Disbursed
- IFC----- IFC

FY Company Loan Equity Quasi Partic Loan Equity Quasi Partic
Approval

1992 SOMISY 0.00 1.41 25.87 0.00 0.00 1.41 25.87 0.00

1994 AEF Hotel Bamako .95 0.00 0.00 0.00 .95 0.00 0.00 0.00

1995 SEMOS 35.00 4.80 0.00 25.00 35.00 4.80 0.00 25.00

Pending Commitments
1996 * AEF GGG .39 0.00 .39 0.00

1991 * AEF-BOAM 0.00 .23 0.00 0.00

995 * AEF-SOMAM 1.54 0.00 0.00 0.00

Generated by the Operations Information System (OIS) Page 1
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Meeting with President Museveni of Uganda
February 4 & 5, 1997
Meetine Participants

UGANDAN DELEGATION:

H.E. Yoweri K. Museveni, President of the Republic of Uganda
Dr. Thomas Kiryapawo, Minister of State in-charge of Entandikwa (GOU's Micro-finance Scheme)
Dr. Martin Aliker, Minister of State of Foreign and Regional Affairs
Mr. Emmanuel Tumusiime Mutebile, PS/Secretary to the Treasury
Hon. Edith G. Ssempala, Ambassador to the United States

BANK STAFF: EXECUTIVE DIRECTOR:

Callisto Madavo, RVP Joaquim R. Carvalho, Executive Director
Jim Adams, Director, AFCO4 Godfrey Gaoseb, Alternate
Randolph Harris, Resident Representative (starting March '97)

* President Museveni has been participating in the Micro-credit Issues Likely to be Raised:
Summit (2/2 -2/4), and will participate in the Congressional Prayer 0 Status of HIPC Initiative
Breakfast; we requested this meeting to allow you to be brought up to 0 Emphasis on
date on developments in Uganda, and to reinforce your strong personal Roads/Infrastructure
relationship with President Museveni. 0 Capacity Building; Governance

0 Support for Micro-Credit

" You may wish to commend President Museveni on the peaceful and Key Messages to be delivered:
fair Presidential and Parliamentary elections held in June '96, which 0 Stable Macro Performance
broadly endorsed his regime (he won almost 75% of the votes, carrying 0 Poverty Eradication Action Plan
a majority in all areas except the North). 0 Universal Primary Education

* School to School Initiative

* The Consultative Group (CG) for Uganda (Nov. '96), reconfirmed its
support to Government's development program. Donors indicated that Portfolio Compact:
new commitments for external financing for Uganda would amount to 0 Increasingly Collaborative Relations
some $750 million in FY97 (including ~ $50 m for debt financing). 0 Solid FY97 Disbursement

Performance.
* Joint Portfolio Restructuring Plan

" Preparation of a new CAS (to be presented to the Board in May '97) is
now underway. The central focus of this CAS (in line with GOU's Special Issues:
overall development strategy) is poverty reduction through growth, Domestic Security Issues
strengthening of economic and social infrastructure, improved
delivery of social services, and targeted interventions in the North.



ISSUES LIKELY TO BE RAISED/DISCUSSED

" HIPC Initiative. Total public external debt stock is estimated at - $3.2 billion (60% of the GDP) multilateral
debt comprises over $ 2.4 billion or 76% of this. Museveni is expected to seek information on the progress under
the HIPC Initiative, and stress the necessity for earliest possible debt relief Uganda is expected to be among
the very first countries to benefit from HIPC. It is envisioned that the Bank and IMF Boards will meet
later this month (2/97) to review Uganda's eligibility.

* Emphasis on Infrastructure/Roads. In past meetings President Museveni has emphasized the importance he
places on improved roads to address poverty. You may wish to commend GOU for development of a
comprehensive 10-year Roads Sector Development Program (totaling $1.5 billion) which provides a
framework for implementing a sound nation-wide road network. It was discussed and endorsed by the donor
community at a conference held together with the Consultative Group in November. Bank expects to support
with a $30 m IDA credit for institutional/engineering capacity strengthening later this year, and a follow-
up $270 m First Roads Sector Project next year.

" Capacity Building & Good Governance. President Museveni has consistently emphasized capacity building
and has played a leadership role in the Capacity Building Initiative launched with your support by the African
EDs. A Uganda National Capacity Assessment was undertaken by GOU in 6/96. This will serve as the
framework for IDA's support to capacity building efforts in Uganda. Good governance has been specified by
Museveni as one of GOU's key priorities and the Government has demonstrated its commitment to fighting
corruption at all levels. The Bank (with substantial EDI inputs) has embarked on a major effort on
governance and corruption which will be expanded over the next 3 years.

" Micro-credit Sector. Sector is being given increased attention by donors/NGOs/GOU, and numerous attempts
to efficaciously deliver micro/rural finance services in Uganda have been made; GOU has made some forays in the
sector via its Entandikwa scheme with poor results: reinforcing the lesson that Govt. sponsored credit
schemes/institutions are rarely effective. Uganda's Vice-President recently sought IDA's assistance in replicating
the successful Bangladesh experience via a "sister Grameen". Given the present lack of clarity with regard to
the roles of various GOU entities involved in the sector, you may wish to ask Museveni to identify a locus
within GOU for initiating a coherent dialogue on the sector, and for building policy formulation capacity.
Bank is presently undertaking a Non-Bank Finance Study to review in-depth the sectoral issues/constraints.

MAJOR MESSAGES TO BE DELIVERED

" Macro Performance. Uganda's impressive economic performance has continued well above regional
average; GDP growth in 95/96 was 8.5%. Annual average rate of inflation declined from 35% in 91/92 to 5.4%
by year-end '96. Uganda's consistent 10-year track record of implementing macroeconomic and structural
reforms is unparalleled in Africa; the leadership role Museveni is playing within the region on economic
reform/ integration is key. In this context, GOU & IDA appraised the Third Structural Adjustment Credit
(SAC III -- US$ 100 in.) in Oct. '96; it is to be presented to the Board in May (with the CAS). We await GOU's
approval of the SAC III draft Letter of Development Policy and Policy Matrix. In particular, you may
emphasize the need to: i) approve trade policy reform measures to lower the anti-export bias and
eliminate discrimination against the rural economy; and ii) resolve issues relating to Uganda
Development Bank's drain on fiscal resources.
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* Poverty Eradication. Museveni's personal commitment to finalizing a Poverty Eradication Action Plan
has been a major plus with donors and NGOs; the Bank has been fully involved in this effort but has been
careful to ensure GOU leadership and ownership. IDA lending will directly support this: over the next five years
IDA's program (averaging some $250 m/year), includes interventions in critical social services (health,
education), economic infrastructure (roads, power) and agriculture. Of particular importance to our Program is
recent GOU commitment to Universal Primary Education (UPE) by 2003. This was part of Museveni's
election platform; we are supporting GOU's efforts through Primary Education Project ($52.6 m) and analytic
work, and are considering a policy-based Education Sector intervention in future.

" School to School Initiative. Three Ugandan schools are connected to Internet; on 11/1/96 they began
communicating with Jackson Hole School on-line, opening up possibilities for joint research, access to
information, etc. Critical to the continued success of the pilot is the sustained enthusiasm of teachers/students.
In Uganda, efforts are underway to utilize education technology to enhance the teaching/learning context;
increasing partnership with education networks on Internet; and use sister cities networks to strengthen
community involvement in the education sector. At Jackson Hole, we are looking at ways to keep interest high.
The encouraging results have IDA/GOU looking forward to expanding the program in Uganda over the
next 12 months.

BANK GROUP'S RELATIONSHIP WITH THE BORROWER

" Portfolio Compact. You may wish to express your support of the increasingly collaborative working
relationship on all key implementation issues between the Bank & GOU. The portfolio (at '96-end)
comprised 22 projects representing total commitments of $910.7 m; undisbursed balances amount totaled
$558.2 m or 61.3% of commitments. Disbursement performance to date is solid: disbursements in Jun-Dec.
'96 were $59.1 m (an annualized disbursement ratio of 20.8%). Anticipated disbursements this year total $170 m.
We are on track to increase disbursements (ratio) by 30% over last year -- in line with the regional target.

* As of end-'96, 5 projects have recorded unsatisfactory performance. As agreed with the Ugandan Delegation
during Annual Meetings, preparatory work for a Country Portfolio Performance Review (CPPR) was initiated in
late '96. A formal CPPR meeting is scheduled for March in Kampala, following which GOU and IDA staff
will jointly produce a formal portfolio restructuring plan to be reviewed/approved by Museveni and
yourself.

SPECIAL ISSUES

Security Issues. Security problem in the North (Sudan backed rebels/internal dissident groups' activities) and
recent turbulence on Zaire front have strained budget/fiscal management. However, total defense expenditure as a
% of GDP has not gone up dramatically (1.93% in 87/88 at inception of Museveni Govt.; 2.2% in FY96, and
projected to decline to 1.65% by 98/99). In addition to a military response to the factions in the North, Museveni
has sought to initiate a dialogue with the Government of Sudan to address this issue. It is critical to continue to
address the development imbalance between the North and rest of the country. GOU has taken some steps via the
IDA supported Northern Uganda Reconstruction Project ($71.2 m), for reconstruction of critical socio-economic
infrastructure; a follow-up NURP II is also included in IDA's lending pipeline. Encouragement needs to be
given to efforts at reducing socio-political/ethnic tensions in Great Lakes Region. While recognizing that
security problems are real and must be addressed, the parallel challenge is to pursue economic integration
of the areas which have not benefited from Uganda's growth.

4



0"-D

0ca



Atiachmen I

SI.otaus of lank Group Openations in Iganda Page I of2

I1RI) ILoans and IDA Credits in (lie Operations Port folio

Difference Last ARPP

Original Amount in US$ Between Supervision Rating

Millions expected

Loan or Fi-cal 
and actual Development Implementat

ojnt ID Crdit Year Borrower purpose IBRD IDA Cancellations Undiabursed disbursements Objectives Progress

H)..

lo.of Closed Loana/credits 59

Active Loans: 20

I i1111 ('21240 191190 GOVERr114ic11I M IE U 1 1 0. 0 0 0(00 24 .84 19. St, S

10I [E2929 C1226b0 1991 GOVERNMEI T POWER Ill 125.00 0.00 75.47 15.49 U U

I(J PE-2930 C21760 1991 GOVERNMENT LIVESTOCK 21.00 0.00 11.03 2.79 S S

II I21 C22060 1991 GOVERNMIEINT URBAN 1 28.70 0.00 8.41 6.25 S S

Iik; I1 ."Ili I ('I ltl 1(42 ")V(ERNMENI NOITIII IIN IECONSTRUCT 711.20 0.00 25.67 - 04 S S

UG l'S- 290. C21190 1992 GOVERNMENT ENTERPRISE DEVEIOPME 65.60 23.75 25.38 28.1! S

UG-PE-2953 C24930 1993 GOVERNMENT PRIMARY EDUC. & TEAC 52.60 0.00 34.55 9.49 S S

l(-[1E-2991 C24240 1993 GOVERNMENT AGRIC. EXTENSTON PRO 15.79 0.00 4.92 2.40 S S

W1J PE-2938 C24460 1993 GOVERNMENT AGRIC. RES & TRG. 25.04 0.00 11.91 -1.98 S S

if,- IT2975 C-41 i10 1993 GOVERNMENT ECON & FINANCIAL MAN 29.00 0.00 5.69 -10.41 US S

1h; Pl ('l W 7(9 191H ;OVIIRNMENT COTTON SECTOR DEVEIAI 14.00 0.00 10.63 7.87 S S

Ik: 1.121 2-0l 'l 4 (1VEWINMI T lAWi. WIWI. 75.00 0,00 70.62 12.14 S S

LIG-11 I29S) 12-180 1994 GOVERNMENT SMALL TOWNS WATER 42.10 0.00 34.97 10.79 S S
UG- PE-2963 C26030 1994 GOVERNMENT SEXUAL.TRANS.IN 50.00 0.00 46.76 10.47 S S

UG-II 2976 C27360 1995 GOVERNMENT INST. CAPACITY B01,G 36.40 0.00 31.58 3.07 US S

UG-11 - 971 C26790 1995 GOVERNMENT DISTRICT HEALTH 45.00 0.00 41.32 1.41 S S

UG 1:7582 C21450 1996 GOVERNMENT AG SEC MGT PROJECT 17.90 0.00 17.37 .80 S S

LIG-IE35634 C27980 1996 GOVERNMENT PRIV. SECTOR COMPETI 12.30 0.00 10.85 1.43 S S

UG-PE2978 (27770 1996 GOVERNMENT ENVIRONMENT MANAGEMT 11.80 0.00 9.48 2.24 5

CG-1141816 C29090 1997 GOVERNMENT LAKE VICTORIA ENV. 12.10 0.00 12.06 0.00

Total 
810.73 23.75 513.50 203.86

AhrLYeLoana CILo gdLQna Total

Total Dieburned (IBRD & 299.67 1,521.60 1,821.27

IDA) :
oi L which repaid: 0.00 100.20 100.20

Total now held by IBRD 786.98 1,394.66 2,181.64

and IDA:

Amount sold: 0.00 25.82 25.82

Of which repaid 0.00 25.82 25.82

Total Undisbursed 513.50 51.53 565.03



Attachment 1

Page 2 of 2

UGANDA: Statement of IFC's

Committed And Disbursed Portfolio

As of 12/31 96

(US Dollars Millions)

Committed Disbursed

FY --- IFC ---IFC -IFC

Approval Company Loan Equity Quasi Partic Loan Equity Quasi Partic

1984 DFCU 0.00 .38 0.00 0.00 0.00 .38 0.00 0.00

1992 AEF Clovergem .73 0.00 0.00 0.00 .73 0.00 0.00 0.00

1992 DFCU 0.00 .60 0.00 0.00 0.00 .60 0.00 0.00

1993 AEF Nile Roses .21 0.00 0.00 0.00 .21 0.00 0.00 0.00

1993 AEF Rwenzori .81 .19 0.00 0.00 .81 .19 0.00 0.00

1993 Jubilee 0.00 .10 0.00 0.00 0.00 .10 0.00 0.00

1994 AEF Polvpack .80 0.00 0.00 0.00 .80 0.00 0.00 0.00

1994 AEF Skvblue .51 0.00 0.00 0.00 0.00 0.00 0.00 0.00

1994 Celtel -3.86 .64 .80 0.00 3.86 .64 .80 0.00

1995 AEF Rainbow .79 0.00 0.00 0.00 .79 0.00 0.00 0.00

1995 Uganda Leasing 2.00 .33 0.00 0.00 .30 .33 0.00 0.00

1996 AEF Agro Mgmt .60 .40 0.00 0.00 .38 .40 0.00 0.00

1996 AEF Govinda Kiri .23 0.00 0.00 0.00 0.00 0.00 0.00 0.00

1996 EAGW 6.50 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Pendin2 Commitments

1997 * AEF CONRAD 1.50 0.00 0.00 0.00

PLAZA

1997 * AEF SAMBIYA .37 0.00 0.00 0.00

1996 * KASESE COBALT 16.00 3.58 0.00 5.00



Attachment 2

Uganda - Selected Indicators of

Bank Portfolio Performance and Management

Indicator FY94 FY95 FY96 FY97

Portfolio Performance

Number of projects under implementation 1 28 26 22

Average implementation period (years) 3.92 3.88 3.83 4.05

Percent of problem projects rated U or HU a/

(for past years. rated 3 or -)

Development objectives 3.23 0.00 3.85 9.09

Implementation progress (or overall 12.90 10.71 7.69 18.18

status for past y.ears)

Canceled during FY in USSm 2.87 31.76 3.31 5.99

Disbursement ratio k%) b/ 14.52 13.35 1;.83 10.35

Disbursement lag (%) c! 30.9 1 27.92 26.31 32.75

?orrfolio Management

Sucervision resources (total USS thousands) 1445.59 1852.16 2263.02 783.95

Average supervision (USS thousands/project) 46.63 66.15 87.04 3.63

Supervision resources by location (in %)

Percent headquarters 73.7. 80.00 70.33 69.73

Percent resident missicn 26'5 0.00 29.67 30.27

Supervision resources by rating category

(USS thousandsproject)
Projects rated HS or S 44.08 67.30 78.89 31.35

Projects rated U or hU 63.87 56.58 184.84 62.62

a/. "HS" denotes "Highly Satisfactory", "S" denotes "Satisfactory". "U" denotes "Unsatisfactory", and "HU"

denotes"Highly Unsatisfactory".

b/. Investment projects only.

c! For all projects comprising the Bank's country portfolio.



Attachment 3

Uganda - Bank Group Fact Sheet Page I of 2

IBRD/IDA Lending Program

Past Current Planned

Categor%. 1994 1995 1996 1997 1998 1999 2000

Commitments (USSm) 262.4 82.0 42.0 112.1 140.0 435.0 290.0

Sector (17S in)

Agriculture 13.9 0.0 17.9 12.1 60.1 20.0 65.8

Environment 0.0 0.0 11.8 0.0 0.0 0.0 0.0

Social Services 50.1 45.0 0.0 0.0 40.0 50.0 9.9

Health 50.2 45.0 0.0 0.0 40.0 0.0 9.9

Education 0.0 0.0 0.0 0.0 0.0 ;0.0 0.0

Finance 1.0 0.0 12.3 0.0 9.9 0.0 22.9

Infrastructure 117.4 0.0 0.0 0.0 30.0 335.0 191.4

Power 0.0 0.0 0.0 0.0 0.0 0.0 135.7

Transoortation 75.1 0.0 0.0 0.0 30.0 300.2 0.0

Urban Development 0.0 0.0 0.0 0.0 0.0 34.8 55.7

Water Supply & Sanitation 42.3 0.0 0.0 0.0 0.0 0.0 0.0

Public Sector Managmnt/Capacity 0.0 36.4 0.0 0.0 0.0 30.0 0.0

Non-Sector Specific (Adjustment) 80.0 0.6 0.0 100.0 0.0 0.0 0.0

TOTAL 262.4 82.0 42.0 112.1 140.0 435.0 290.0

Lending instrument (USSm)

Adjustment loans 80.0 0.6 0.0 100.0 0.0 0.0 0.0

Specific investment loans and others 182.4 81.4 42.0 12.1 140.0 i35.0 290.0

TOTAL 262.4 82.0 42.0 112.1 140.0 -135.0 290.0

Disbursements (USSm)

Adjustment loans 32.2 102.5 49.5 3.0 0.0 0.0 0.0

Spec::fc investment loans and others 82.7 90.5 111.4 59.1 103.5 75.6 50.5

Repa:.yments (USSm) 11.S 22.0 7.9 3.9 0.0 0.0 0.0

Interest (USSm) 10.8 12.5 13.3 6.7 0.0 0.0 0.0



Attachment 3
Page 2 of 2

UJganda - IFC aid MIGA Progran, FY94-97

Past

Category 1994 1995 1996 1997

IFC approvals (UIS$mi) 5.60 A 1 28.08 0.00

Sector ((IS$ m)

0.00 0.00 0.00 0.00

Financial Services 0.00 0.41 1.97 0.00

Infrastructure 5.60 0.00 0.00 0.00

Mannufaicturing 0.00 0.00 6.46 0.00

Mining & Metals 0.00 0.00 19.65 0.00

I(YTAI. 5.60 0.41 28.08 0.00

Investient instrument (US$ mn)

Loans 4.17 0.00 24.43 0.00

Equity 0.65 0.41 3.65 0.00

Quasi-Equity' 0.79 0.00 0.00 0.00

Other 0.00 0.00 0.00 0.00

TOTA l 5.60 0.41 28.08 0.00

MIGA gnarantces (US$in) 15.00 I1.00 15.00 1 5.00

MIGA conmiitnient (t i) 'm) '10.00 O000.00

Includes quasi-equity types of both loan and equity instruments.
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The World Bank Group

Record Removal Notice
File Title Barcode No.

President Wolfensohn - Briefing Books for Presidents Meetings - Meeting Materials - Micro-Credit

Summit -June 12, 1997 30487966

Document Date Document Type

February 3, 1997 Letter

Correspondents / Participants
To: Ms. Caroline Anstey, The World Bank
From: Gloria La Cava, Senior Assistant to the Italian Executive Director at the World Bank

Subject / Title
Re.: Meeting of Mr. J. Wolfensohn with Senator Rino Serri, Italy's Deputy Foreign Minister

Exception(s)

Additional Comments
Declassification review of this record may be initiated upon request.

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Diego Hernendez June 9, 2025

Archives 01 (March 2017)



A L L - I N - 1 N O T E

DATE: 03-Feb-1997 03:06pm

TO: See Distribution Below z

FROM: Cynthia Case, EXTME ( CYNTHIA CASE 0

EXT.: 32243 m

SUBJECT: CNN interview on Micro-credit

Klas Bergman asked me to forward the following information concerning the
microcredit media interview slot scheduled for Mr. Wolfensohn on Tuesday,
February 4 at the Sheraton.

CNN International would like to conduct a 15-minute taped interview immediately
following the closing plenary session (approx. 3:30 - 3:45). The piece is to

air the following day on "Business Asia".

White House correspondent Jill Dougherty (who did a piece on the Summit for CNN

Headline News over the weekend) and the CNN cameraman will conduct the interview

in the Bank's office at the Sheraton: Park Tower room 8224. Questions will be
limited strictly to general policy questions on Mr. Wolfensohn's and the Bank's

position on microcredit.

Mark has approved this request, and he recommends that this be Mr. Wolfensohn's

only press interview for the day.

David Theis (x31955) will escort Mr. Wolfensohn to the interview; he will

coordinate the details with Caroline Anstey.

Please let me or David know if you need more information.

Thanks very much.

Cynthia Case

DISTRIBUTION:
TO: ALLISON TSATSAKIS ( ALLISON TSATSAKIS @A1@WBHQB
TO: Jane Holden ( JANE HOLDEN
TO: Hany Assaad ( HANY ASSAAD
TO: Atsuko Horiguchi ( ATSUKO HORIGUCHI
CC: Mark Malloch Brown ( MARK MALLOCH BROWN
CC: Merrell Tuck-Primdahl ( MERRELL TUCK-PRIMDAHL
CC: David Theis ( DAVID THEIS )
CC: Jannette Esguerra ( JANNETTE ESGUERRA
CC: KLAS BERGMAN ( KLAS BERGMAN @A1@WBHQB
CC: EVELING BERMUDEZ ( EVELING BERMUDEZ @A1@WBHQB
CC: Caroline Anstey ( CAROLINE ANSTEY )
CC: CLARE FLEMING ( CLARE FLEMING @A1@WBHQB
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RESBACKGROUNDER

The World Bank
1818 H Street, N.W. Washington, DC 20433

MICROFINANCE

Over the past decade, microfinance-providing access to financial services (such as
credit and savings) to low-income entrepreneurs-helped raise employment, income, and living
standards of the world's poor.

The World Bank believes that sound economic management, investing in the education
and health of people, and focusing on broad-based growth strategies are essential to reducing
poverty on a large scale. Microfinance, therefore, is an important complement to current Bank
efforts.

"Micro-level financial schemes help people help themselves by starting small scale
income generation projects and businesses. They are a particularly effective way of reaching
women, thereby helping to improve the incomes and well-being of their children and families,"
says World Bank President James D. Wolfensohn.

Many multilateral and bilateral agencies, development banks, non-governmental
organizations (NGOs), and community organizations are increasingly involved in the field of
microfinance. Microfinance institutions include organizations that offer savings programs or
make loans in small amounts (usually less than $1,000) and whose clients are mainly low-income
households, self-employed, or engaged in very small productive or commercial operations-
those microenterprises not typically served by formal banks. A microenterprise typically is an
informal sector business with five workers or less, and with fixed assets valued at less than
$10,000.

The default rate on loans is small, and the positive impact they have in the lives of low-
income borrowers and their communities is significant. In Bangladesh, for example, where the
Grameen Bank has been conducting microenterprise lending for twenty years, reaching more
than 35,000 villages, the recovery record on loans is over 98 percent. The figures are just as
encouraging in West Africa, where repayment rates consistently exceed 90 percent. These

Microfinance Institutions
1995 Median Loan and Deposit Characteristics by Institutional Type

Median No. Median Median No. Median Deposit
of Loans Loan of Deposit Size
Outstanding Size Accounts per
per Institution Institution

Banks 44,271 $681 39,883 $186
Credit Unions 15,320 $449 38,610 $409
NGOs 1,781 $248 0 $0
Source: Sustainable Banking with the Poor, World Bank

Micro-finance Backgrounder I of 4



institutions also provide highly-valued savings services. Not only do savings programs provide
the poor with a safe place to keep their money, but credit programs are more sustainable when
they are financed with personal savings.

The total portfolio of microfinance institutions world-wide is estimated at US$2.5 billion.
Given that this represents only a small portion of total market demand, there is still enormous
potential for growth in the microfinance sector.

The Largest Microfinance Institutions Worldwide
The field of microfinance was Colombia Caja Social

pioneered by specialized NGOs and Bangladesh BRAC

commercial banks such as BRI-Unit Bangladesh Grameen Bank
Indonesia BRI Unit Desa

Desa (Indonesia), Grameen Bank Sri Lanka National Savings Bank
(Bangladesh), K-Rep (Kenya), and Thailand BAAC
Prodem/Banco Sol (Bolivia) among Thailand The Government Savings Bank
others. Vietnam Vietnam Bank of Agriculture

Source: Sustainable Banking with the Poor, World Bank

"There is a need to build strong local and sustainable micro-finance institutions that
provide financial services to the poor, as a way to reach large numbers of poor clients. Micro-
finance is an exciting development initiative because it represents a pragmatic home-grown
grass-roots local initiatives, " says Mohini Malhotra, Manager of the Consultative Group to
Assist the Poorest. "It demonstrates the poor as economic agents of change willing to pay the
price of good services tailored to their needs and not perpetual recipients of charity."

More than 500 million of the world's economically active poor people run profitable
micro- and small businesses. Financial services to low-income entrepreneurs may be the single
most effective way to reduce poverty and achieve broad-based economic growth. Yet, less than
2 percent have access to financial services such as savings and credit. This lack of access to
financial services is a key constraint faced by many microentrepreneurs and the economy as a
whole.

Microentrepreneurs have shown that they repay market-based loans, and use the proceeds
to increase their assets, their living standards, and their roles in shaping societies. NGOs, other
specialized financial institutions, and many banks have shown that microlending can be
profitable.

"These programs have demonstrated that the very poorest people in the world really can
pull themselves out of poverty, if only given the same opportunity as other people," says Mr.
Ismail Serageldin, World Bank Vice President of the Environmentally Sustainable
Development Department. "Micro-loans work because they are not a handout, the poor work
very hard, and such programs could prove to be one of the keys to really ending extreme poverty
around the globe."

Investing in Women

Providing small loans to the world's poorest women-many of whom earn less than a
dollar a day and have no capital or land-is one of the most successful ways of helping the 700
million women and their children living in extreme poverty world. Currently, 90 percent of the
550 million poor rural women around the world lack access to credit, even though loans of as
little as $100 would allow them to improve their livelihoods.
Micro-finance Backgrounder 2 of 4



Poor women tend to be good credit risks:
" Women are outstanding borrowers, often returning 98 percent of the money they

borrow; and
" Women spend most of their income on activities that nurture families such as on

education, health care, and better nutrition.

Governments, financial institutions, and donors play a key role in promoting sustainable
provision of micro-financial services to the poor and ensuring an enabling environment for the
development of institutions providing those services. The objective for all key partners involved
in this effort is to provide sound, responsive, market-based financial services in ways that are
advantageous to both the clients and the institutions that serve them. The goal should be to
provide access, not subsidies to low-income entrepreneurs.

Microfinance and the World Bank
Promoting Policy Dialogue in Microfinance

The World Bank plays a pivotal role in
working with governments to create an enabling The World Bank has a long experience in

business environment for microfinance working with developing country governments to
and m glinages be n the create an enabling environment for financial

stitutions, a making ietween intermediation in general. Examples of Policy
overall macro-economic framework and Dialogue:
microfinance. For example, the Bank provides
assistance in improving the legal and regulatory . West Africa-In June 1996 the World Bank, in

partnership with other donors, coordinated a
environment for micro-enterprises, and in High-Level Policy Forum on Microfinance in
carrying out financial sector reforms that are Mali, West Africa, which was attended by
conducive to sustainable microfinance microfinance practitioners and policy-makers of
institutions. These include: removal of ceilings 16 nations. This Forum constructively addressed

on interest rates and competing subsidized credit issues regarding the regulatory environment for
e rmicrofinance, including interest rates and the

schemes, restrictive banking laws, prudential legal structure of financial intermediaries. It also
regulation and supervision to accommodate non- provided an arena for microfinance practitioners
bank financial institutions (particularly those to express their views directly to government
involved in savings mobilization and officials. This event has laid the foundation for

uncollateralized credit to individuals through future policy dialogue to improve the
environment for microfinance.

solidarity groups), and changing property
rights/collateral laws. * India-The World Bank's India country

department has recently initiated more intense

The Sustainable Banking with the Poor dialogue with the Indian government regarding
policy issues which affect rural and microfinance.

(SBP) program at the World Bank gathers and In particular the Bank has made significant
disseminates knowledge and innovations in progress with the National Agricultural Bank for
microfinance. Supported by Bank resources and Rural Development (NABARD) which has begun
funding from the governments of Norway, to re-think its policies to better reach poor areas

Switzerland, and the Ford Foundation, SBP of India. As a result, NABARD today is more
interested in alternative financial service delivery

efforts help to incorporate microfinance best models, and is developing a rating system to
practice in World Bank projects as well as in allow donors to compare the financial
program design by other donors and performance of NGOs.
practitioners.

The World Bank chairs and is a member of the Consultative Group to Assist the Poorest
(CGAP), a multi-donor effort to systematically increase resources in microfinance to broaden and
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deepen the success of the work done by pioneer institutions in this field. CGAP grew out of a
joint decision by a group of donors at the 1993 Hunger Conference and was officially formed in
June 1995. There are 23 donors who have jointly pledged roughly US$200 million to the CGAP
portfolio. The Bank, along with the governments of the Netherlands, Luxembourg, Belgium, and
Norway have provided funding to a three-year "core-fund" that is administered by the CGAP
Secretariat to support eligible microfinance institutions.

Regional Examples

* Albania Rural Poverty Alleviation Project
This project, approved by the World Bank in 1993, created International Development

Association (IDA)-financed village credit funds (VCFs) to communities in Albania. Under this
system, village banks deliver financial services to the poor who face limited access to formal
financial institution loans and savings facilities. A village bank typically serves 25 to 40
members who deposit their savings to the extent of their ability, and borrow small amounts that
are repaid in installments. The system is capitalized by loans from external sources. As of
December 1995, 93 VCFs had been established, 4,300 loans disbursed (with average loan size of
$350), and repayment rates stood at almost 100 percent. Two lessons have emerged from this
experience: (i) local traditions play a role in determining the methodology and (ii) access to
credit can play an important role in a transition economy.

* Local Initiatives Project in Bosnia
This 1996 project, funded by the World Bank, Danish Refugee Council, and other donors

is providing small loans for rural and urban unemployed, especially demobilized soldiers, small
farmers, and war widows. Many Bosnians have already benefited from this program. Through
local NGOs organizations, Bosnians such as Srebrenican refugee women have been trained in
new skills, prepared business plans for starting micro-enterprises, and have obtained loans of 500
German marks. One refugee has bought art supplies and is making souvenirs, another has started
a clothing-repair business, and a third has bought a knitting machine and is producing sweaters
for sale in the market across the road.

* Poverty Alleviation Microfinance Project in Bangladesh
This project, approved in September 1996, will provide US$105 million IDA credit to

help more than 100 NGOs expand microlending to an estimated 1.2 million poor and mostly
female borrowers. The project will channel funds to Palli Karma Sahayak Foundation
(PKSF), a quasi-government agency, which lends to promising small and medium NGOs to
expand their microcredit programs. It will also help strengthen PKSF and partner organizations
and ensure their institutional and financial viability through training, research, impact evaluation,
and disseminating best practices for increasing cost effectiveness. The project-the Bank's first
microfinance operation in Bangladesh-was conceived by a government-led task force
comprised of key stakeholders: the Government of Bangladesh, PKSF, and microfinance
institutions. The project design incorporates the recommendations of this task force.

Practitioners, governments, financiers, non-governmental organizations and academics will gather in
Washington in early February for the Microcredit Summit. The Summit's goal is to provide credit for self-
employment and other financial and business services to 100 million of the world's poorest families, especially
the women of those families by the year 2005. The organizers of the Microcredit Summit recognize that any
reference to microcredit should be understood to refer to programs that provide credit for self-employment,
and other financial and business services (including savings and technical assistance) to very poor people.

Micro-finance Backgrounder 4 of 4



FOR IMMlIMATE RELEASE

The World Bank
South Asia Region
1818 H Street NW, Washington, DC 20433, USA Fax: (202) 522-0321

NEWS RELEASE NO. 97/1125 Contact: Rebeca Robboy: (202) 473-0699
Internet: Rrobboy@worldbank.org

Durudee Sirichanya:(202) 458-9031
Internet: Dsirichanya@worldbank.org

Paul Mitchelll: (202) 458-1423
Internet: Pmitchell@worldbank.org

MICROLENDING GAINS MOMENTUM IN BANGLADESH
Poverty alleviation project will help NGOs expand microlending to poor women

DHAKA, September 18, 1996-The World Bank today announced the approval of a US$105
million credit for a Poverty Alleviation Microfinance Project which will help more than 100 NGOs
expand microlending to an estimated 1.2 million poor and mostly female borrowers. The credit is
provided by the International Development Association (IDA), the World Bank's concessionary
lending affiliate.

The project will channel funds to ABOUT PALLI KARMA SAHAYAK FOUNDATION
Palli Karma Sahayak Foundation PKSF)
(PKSF), a quasi-government agency,
which lends to promising small and The establishment of PKSF in 1990 as an apex financing
medium NGOs to expand their institution for providing funds to NGOs to expand their
microcredit programs. It will also microcredit programs is a major institutional innovation in

help strengthen PKSF and partner Bangladesh. Although established and funded by the Government

organizations and ensure their of Bangladesh, PKSF is a private non profit foundation. Its

institutional and financial viability governing body has a majority of non-government members and

through training, research, i ' its compensation and staffing policies are independent of

evalugtratin , d seminatingmbet government. PKSF proactively solicits new "partner
evaluation, and disseminating best organizations"-the term used by PKSF for microfinancing
practices for increasing cost organizations borrowing from it-but maintains tight entry
effectiveness, standards. Today, PKSF has more than 120 partner organizations

which have mobilized 1.2 poor women into groups; however only
"The project will bring about a a quarter of the mobilized women have been provided loans

fundamental shift-from a mostly because of funding shortages and cautious lending policies.

grant-based microfinance system to a

loan-based system. As a result of the project, the government has decided that all future budgetary
funding of PKSF will be in the form of loans, not grants, and several partner organizations will be
using loanfundsfor thefirst time, " says Abid Hasan, Principal Operations Officer, Private Sector
Development Division at the World Bank.
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The project-the Bank's first microfinance operation in Bangladesh-was conceived by a
government-led task force comprised of key stakeholders: The Government of Bangladesh, PKSF, and
microfinance institutions, and the design incorporates the recommendations of the task force. The
Association of Development NGOs in Bangladesh has praised the project as a "historic initiative" by
the World Bank.

The microfinance movement

"Microcredit for income generating self-employment activities, often no more than US$50, can
make all the difference for a poor woman and her family. Studies show that households that received
microcredit have better living standards and higher social indicators. Microcredit can help poor
families accumulate capital, gain a steady income, and, over time, permanently escape from poverty,"
says Abid Hasan. "Bangladesh's vibrant NGOs have made good progress in carrying out
microcredit schemes, and the scope for expansion is enormous."

The microcredit movement was initiated in the early 1980s by the Grameen Bank, one of
Bangladesh's best known providers of micro credit. In late 1980s instituional credit providers
mushroomed when many non-profit NGOs, recognizing the importance of stable income and capital
accumulation on poverty alleviation, started targeted savings and credit programs for income
generating self-employment. These programs have grown rapidly; during the past five years, the
Grameen Bank disbursed about US$1.1 billion to around 2 million borrowers, while more than 150
NGOs providing microcredit have disbursed about US$260 million to more than 2.5 million borrowers.
While the key operational and financial features of the credit programs are similar, the scope of lending
and non-lending services offered by each microfinance institution varies. At one end of the spectrum
are institutions whose non-lending services-comprising about half of their activities and credit
schemes-include skills training, marketing assistance. and social empowerment. At the other end are
institutions where credit activities dominate and technical assistance, if any, is limited.
The typical microcredit lending scheme has the following key features:

* It is targeted to the landless/assetless.
* Borrowers are part of a 15-20 person group which meets regularly.
* Women are given preference (women make up more than 80 percent of the total borrowers).
* Loans are collateral-free, and usually have a maturity of 50 weeks with weekly repayments.
* Savings is an integral part of the program.
* Financial transactions are recorded in individual passbooks in the presence of the entire group to

enhance transparency and self-monitoring.
* Microfinance institutions start with a small loan (about US$25-$75) and provide repeater loans of

increasing amounts as long as repayment of the earlier loan is satisfactory. This repeater feature is
critical to the excellent repayment performance (most microfinance institutions have loan repayment
rates in excess of 95 percent). More importantly, the basic premise is that the poor need to have
continuous access to credit for 8-10 years to accumulate enough savings/assets to escape poverty.

* Microcredit institutions usually have upper loan limits, but few have a policy of "graduating" a
borrower from the program, since borrowers of large loans are low risk after being in the system for
several years.

* Borrowers have full freedom to choose the activity to be financed by the loan, which are mostly
rural non-farm activities with short gestation and daily sales such as poultry farming, petty trade
and shopkeeping, cattle raising, or handicrafts.
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Who are the borrowers?

According to case analyses by the Association for Social Advancement (ASA), the target group includes:

* landless women such as Bedana. age 35, who initially received Tk 1,000 (about US$24) to purchase goats
and chickens. This enabled her to improve her four children's diet and earn some income from the sale of
eggs and chicken. In the following years, she received larger loans that enabled her to buy and run a small
grocery shop. A development education class taught her basic skills in math. She also learned about the
impact of health, nutrition, and sanitation on her family's well-being.

* women such as Sokhina, age 27, whose family lost everything in a devastating flood. An initial loan of Tk
500 (about US$12) helped her family survive and resume their business of paddy husking. The family also
purchased a goat for fattening, and profits from its sale and from paddy husking enabled Sokhina's husband
to buy a rickshaw to further increase the family's sources of livelihood. A second loan of Tk 1,000 helped
Sokhina start a mat business. Finally, a Tk 3,000 loan (about US$72), combined with Sokhina's personal
savings, allowed the family to purchase land, which was used for jute-cropping.

" poor young widows such as Rahima Begum, age 31. After her husband's death, Rahima learned sewing in
an effort to sustain herself. But she was unable to get credit to purchase a sewing machine. An initial loan
of Tk 1,000. combined with her savings, permitted her to buy a basic sewing machine. She began a
tailoring business, which gradually expanded. With the help of a further loan of Tk 2,000 (about US$48),
she bought another sewing machine and employed an assistant. Profits from the business financed much-
needed repairs in the house and Rahima's tailoring business is now worth Tk 6,000 (about US$144).

The US$105 million credit to the Government of Bangladesh is made on standard IDA terms with
40 years' maturity. The government will onlend IDA funds to PKSF at 1 percent for 20 years, with
five years' grace. PKSF will relend to its partner organizations-eligible microfinance institutions-at
interest rates ranging from 3-5 percent. The partner organizations will be free to set the final lending
rates to the beneficiaries (expected to be in the 25-30 percent range). Total project costs are US$136.
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DATE: 02-Feb-1997 11:13pm EST

TO: See Distribution Below

FROM: Mieko Nishimizu, SA1DR ( MIEKO NISHIMIZU@Al@WBHQB

EXT.: 80600

SUBJECT: RE: Informal Discussion: Poverty

Colleagues,

This is just to follow up on Fred's EM to all of us.

Steve Rasmussen is the Chief Executive Officer of the Agha Khan
Rural Support Programme (AKRSP). As part of the Agha Khan Foundation's

Group, AKRSP is an NGO operating in the Northern Areas of Pakistan -- a

long-disputed territory with India, administered by the Federal

Government of Pakistan.

The Northern Areas' villages are scattered across valleys of the

beautiful but harsh Karakoram-Himarayan mountain range, where people

from many far places (as far away as northern China, Greece and Eastern

Europe) settled over centuries to escape persecution and war. As such,

these are fiercely private and independent people of a variety of ethnic

origins who have shunned governmental authorities for centuries. They

are also people of exceptional physical and spiritual strength, having

made a go of hostile physical and climatic environment that we would

consider simply impossible to survive in.

The mission of AKRSP is to help these rural communities help
themselves out of poverty, by facilitating technical and micro-credit

assistance to development projects and programmes formulated by the

villagers themselves. To do so in such communities -- some of them
essentially closed to outsiders for ages -- is no mean feat, and AKRSP

embodies in itself the critical importance of mutual trust and client

ownership in development partnership.

Some of you are familiar with the South Asia Region's "village

poverty-exposure" training program for its staff that commenced in

October last year. A group of ten SA1 staff spent one week living in
the Northern Areas, and one week in a southern province of Pakistan

called Balochistan, under tutelage of AKRSP and the Balochistan Rural

Support Programme (BRSP, another highly successful NGO replicating the

AKRSP model in an entirely different social/tribal culture).

Steve Rasmussen, together with his like-minded friend Qazi Azmat

Isa (BRSP's Chief Executive Officer), was instrumental in the success of

this training program. When we initially approached Steve with the

idea, he immediately saw its tremendous learning potential, gave no hint

of the enormous logistical problems to be solved or health risks that

needed to be managed, and mobilized his entire organization to provide



my staff with what turned out to be a "mission of a lifetime" and an
"unforgettable and humbling experience of professional and personal
transformation".

The Bank's operational assistance to Pakistan is already
reflecting these staff's learning experience, and is being similarly
"transformed" into one that is closer to the grass-roots beneficiaries
and that works with NGOs as equal partners for development. The South
Asia Region is indebted to Steve Rasmussen's leadership and cooperation
for giving a big push to our learning and renewal process. AKRSP/BRSP
training program is now an annual program for our Region. In addition,
AKRSP and BRSP are now working with our Resident Missions and NGOs in
Sri Lanka and Bangladesh to replicate similar training programmes there.

Our goal is to provide these training to every single SAS staff over
time, and to get repeater training going -- for reality changes at the
grass roots.

I hope that the above is useful as a background to the

get-together arranged by Fred. I know you will enjoy meeting Steve and
learning from his experience and insight in working with us.

Mieko -.

DISTRIBUTION:
TO: Nina Merchant ( NINA MERCHANT@A1@WBHQB
TO: Monique Deheza-Buchberger ( MONIQUE DEHEZA-BUCHBERGER@Al@WE
TO: Maury Sterns ( MAURY STERNS@A1@WBHQB )
TO: Voltaire Andres ( VOLTAIRE ANDRES@A1@WBHQB
TO: NAJMA SIDDIQI ( NAJMA SIDDIQI@A1@WBWASH
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Microcredit Summit Declaration of SupportOur purpose as an assembly is to launch a global campaign to reach 100 million of the

world's poorest families, especially the women of those families, with credit for self-
employment and other financial and business services by the year 2005. We commit

to the development of sustainable institutions which assist very poor women and their
families to work their way out of poverty with dignity.

To this end we endorse the efforts outlined below and pledge to assist with those that fall
within the purview of our institution:

+ Build institutional capacity to reach very poor people in developing countries by .
(1) strengthening existing microcredit, savings, and business development institutions
through networking and exchange of experience, (2) preparing new practitioners
through programs of training for social entrepreneurs and microcredit managers, and
(3) promoting appropriate policy, legal and regulatory changes;

+ Build institutional capacity to reach poor people in industrialized nations and in the
economies in transition by (1) strengthening existing microcredit, savings, and
business development institutions through networking and exchange of experience,
(2) preparing new practitioners through a program of training for social entrepreneurs
and microcredit managers, and (3) promoting appropriate policy, legal and regulatory
changes;

* Develop, announce, implement, and update an Institutional Action Plan outlining
how our institution will contribute to the fulfillment of the Microcredit Summit's goal;

+ Enlist others in the campaign to meet the Summit's goal, promote a learning agenda
and the exchange of best practices, and encourage the development and fulfillment of
institutional action plans; and

+ Work with the media to expand awareness, fuel implementation, and enlist new
participants in the campaign.

The Summit estimates that up to US$ 21.6 billion will be required to meet the estimated
needs; the allocation of these fundslbeing highly conditional on the absorptive and expansion
capacity of the microfinance institutions to use the funds. The resources needed to achieve
this goal will come from multilateral and bilateral donors, government agencies, grant
making organizations, the general public, banks, firniaial markets and other commercial
sources, and the savings, interest payments, and service charges of the microcredit clients
and others in their communities.

Out of a commitment to these goals and to the spirit of the Microcredit Summit
Declaration and Plan of Action, I sign below on behalf of my institution.

Signature Title

Print Name Institution

Country Summit Council

Date



U.S. Government Statement on Microenterprise Development and Microfinance
For the Microcredit Summit, February 2-4, 1997

This statement outlines the rationale behind the Clinton Administration's strong support for
microenterprise development. It lays out a vision for the role of the public sector in supporting
microenterprise development and outlines actions that this Administration plans to take.

The basis for any long term solution to poverty rests in the capacity of people to raise their own
incomes. In the United States and in other countries, microenterprise development has been
recognized as a promising approach for helping poor people to better their lives. The Clinton
Administration sees microenterprise development, and concomitant efforts to provide financial
services to microentrepreneurs, as important components of its community economic
development strategy here at home and a priority in its foreign assistance strategy abroad.'

The basic premise of microenterprise development is that the best and most plentiful resource for
fighting poverty is the energy of low-income people themselves. In the past, social policy has
sometimes disregarded, and thus failed to harness, this energy; all too often, anti-poverty
programs have treated recipients as passive, thus reinforcing dependency. This Administration
believes that giving people the tools and opportunities they need to increase their incomes
themselves is the strongest approach, an approach that affirms the values of hard work and free
enterprise while also helping to develop local communities.

The simple idea of bringing poor people's capacities to bear on overcoming poverty, which
microenterprise demonstrates so clearly, resonates through many of President Clinton's policies:
in education, training, social services, and in foreign assistance. This idea underlies the
President's expansion of Head Start, his education initiatives, and expansion of the earned-
income tax credit - to help families choose work over welfare, and to make work pay. By
enabling poor people in the U.S. to enter the economic mainstream, we reduce the social cost of
poverty, increase national productivity, and improve social conditions for all of us.

In our foreign assistance program, this idea underlies an increasing focus on incorporating the
vast majority of the world's poor into economic growth strategies. By encouraging inclusive
economic growth abroad, we create new markets for American exporters and investors and
increase stability, thereby enhancing our national security. This simple, powerful idea, applied
widely, is not only in the interest of the poor. it is in the interest of all Americans, no matter
where they live or what their economic status may be.

Microenterprises are very small businesses, often owned and operated by low-income
families. The term "microenterprise development" refers to policies and institutions that support
the emergence and growth of such enterprises through a variety of means, ranging from finance,
to training, to creating an enabling policy environment. "Microfinance" involves the provision
of credit, savings and other financial products and services to low-income families, often in

support of microenterprises, but also to meet other needs, such as housing or emergencies.



Microfmance is an area in which harnessing the energies of the poor has already borne fruit.

During the past decade - in countries as diverse as Bangladesh, Indonesia, and Bolivia -
financial innovations have emerged that allow financial services to be extended to people,

particularly women, and enterprises previously regarded as "unbankable." With these

techniques, it has become possible to lend to very poor people on a businesslike, even profitable,

basis. In developing countries, the potential demand for microfinance is enormous and virtually

untapped. Just as the creation of the 30-year mortgage transformed home-ownership in our

country earlier in this century, so microfmance techniques have the potential to transform the

financial systems in many developing countries - from systems that serve primarily a small elite,

to systems that serve the vast majority of ordinary people.

It is important to note the key assumptions underlying the Administration's domestic and

international policies towards microenterprise development. In all arenas, they build upon the

same key ingredients: the need to access capital, markets, new or appropriate technologies and

training in basic business and life skills. Throughout the world, there is an overarching need to

promote those policy and regulatory reforms that expand and democratize linkages to the formal

financial system. Such efforts will help microenterprise development become an effective means

of improving the lives of the poor on a significant scale.

Microfinance in the Developing World

The challenge facing microenterprise development globally is to learn from past successes and to

bring microfinance to a sustainable scale. To meet this challenge, microfinance practitioners will

have to use past successes as the basis for further transformation of the field.

To date, most innovation in developing microfinance has occurred outside the traditional

financial system - with non-government organizations (NGOs), credit unions, and specialized

financial institutions. Much of this innovation has been financed by government and

international donors such as USAID, the World Bank and other multilateral development banks

(MDBs), as well as private foundations. The promise of microfinance in the future, however,

depends on its integration with the formal financial system. Fortunately, microfinance has the

potential to make this transformation because microfinance services can be provided on a

profitable basis. Profitable microfinance institutions will attract private investment, qualify to

raise deposits from the public, and operate into the future without subsidies. In short, only

profitable institutions will have the access to funds to enable them collectively to reach many
millions of clients.

If microfinance is to make a difference to the millions of people around the world who currently

lack access to financial services, it will have to move beyond the limited bounds of public

funding, to full integration within the private financial market system. Three major efforts are

needed to meet this challenge:

NGOs and other specialized financial institutions should move increasingly away from

donor dependence and onto commercial sources of funds, whether through linking to the
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financial system or, if and where qualified, through mobilizing savings.

Commercial financial institutions such as banks and finance companies should begin
serving micro-level clients directly. These institutions have the funds and the

infrastructure to reach millions of clients, but until now have lacked the techniques and

the interest. There are signs that this is changing, as banks in places as diverse as Chile

and Sri Lanka are developing their own microfinance services.

NGOs and specialized institutions should continue efforts to reach the poorest clients,
those in remote, rural areas, and those in need of extra social or economic services.

Additional efforts are needed to develop innovative methods for reaching these groups on

a sustainable basis.

Profitability is key to the future of microfinance. The role of the public sector - governments

and international donor agencies - is to initiate and catalyze, through seed capital, technical

assistance and policy changes, those changes that will make profitability possible. Public

investment must be crafted to support the transition to commercial sources of funds. Several

important tasks for donors and government follow from this conception of their role.

Governments, for the most part, should focus on providing the enabling environment for

microfinance, through firm but supportive banking regulation and supervision and other legal

and regulatory reforms, such as those to protect private property rights, which support the private

sector. On the policy level, development of a microfinance industry is part of a continuum of

financial sector reforms intended to facilitate economic growth - of micro- and small businesses,

as well as medium- and larger-scale enterprises. The goal of governments should be to create

financial systems that work and that are accessible. To the extent that governments do make

direct investments, it should be in the development of microfinance institutions rather than

through directly providing funds for microcredit.

Donors should leverage their limited funds by investing in the most promising microfinance

institutions: those with greatest potential to reach large numbers profitably, or those pushing

hardest to reach disadvantaged populations. This support should be based on clear performance

targets that prepare microfinance institutions for increased reliance upon commercial sources of

funds. Donor agencies must particularly avoid using their funds to postpone that time when

institutions become financially independent. Together, donors and governments have an

important function in promoting adherence to sound financial practices emerging in the

international microfinance industry. Increasingly, these practices will become the standards that

will serve as the foundation for the emergence of a larger, more mature financial system that

serves the poor.

Microenterprise Development in the United States

The U.S. financial system is highly developed. It serves the majority of Americans who are

employed in formal jobs. Self employment has grown as Americans seek to replace lost



corporate jobs, supplement incomes generated from minimum and low wage jobs and to create

flexible and rewarding work environments. But even here, we are confronted with the need to

continually extend the boundaries of the financial system to reach those who are more difficult to

serve. Indeed, microfinance is just one example of this Administration's commitment to

increasing the flow of private capital and other financial services to economically distressed

areas.

The Clinton Administration has reduced regulations and paperwork to make the

Community Reinvestment Act (CRA) more effective for borrowers and less burdensome

for banks.

* It launched the Treasury Department's Community Development Financial Institutions

(CDFI) Fund to provide seed and expansion capital to community-based banks,

community loan funds, community development credit unions, and microlenders.

* It has launched Empowerment Zones and Enterprise Communities around the country.

- It pioneered the use of the Unemployment Trust Fund as the source of self-employment

allowances for individuals establishing their own businesses (as an alternative to drawing

unemployment benefits while searching for employment).

Microenterprise development is a critical element of this picture. Microenterprise development

programs in the United States are a grassroots response to the recognition that low-income

people have the potential to build successful enterprises. It is a young, diverse field that operates

with diverse types of clients who lack access to finance or business-related skills, including rural

entrepreneurs, welfare recipients, dislocated or downsized workers, people with damaged credit

histories, struggling entrepreneurs in distressed communities, and recent immigrants. Some need

mainly access to credit, while others need help with basic education, technology, or business and

life skills.

These characteristics of the microenterprise field - its youth, its diverse mix of clients and

services, its placement within a well-developed financial sector and, above all, its grassroots

origins - should be the factors that shape government's response. As in the international realm,

the role of the federal government is that of a catalyst, helping to move the field forward towards

still untested frontiers.

The federal government has an important role to play in defining how microenterprise fits into

the national economy, and in ensuring that the policy environment is conducive to self-

employment. In shaping support for microenterprise development, the Administration

recognizes that initiative in this emerging field has and will continue to come from practitioners.

Thus, support mechanisms should be as flexible as possible to allow continued methodological

innovation, leading ultimately to a better understanding of what models are most effective.

Creative partnerships between government and private entities will be needed.

4



Over the next five years, as the field of microenterprise development matures, government can

assist in promoting and disseminating information about effective methods - "best practices" -
and in supporting the emergence of performance standards. Fortunately, commercial banks and

thrifts in the U.S., with the encouragement of the federal financial regulatory agencies and the

Community Reinvestment Act, have begun to show a willingness to provide loan capital for

microenterprise lending. However, government and private foundations continue to remain the

chief sources of funding for institutional development and the ongoing operating costs of

training, business and social development services that these programs provide.

Plan of Action in Support of Domestic Microenterprise Development

The U.S. Government is involved in several initiatives to support microenterprise development
in the United States. Implemented by the Treasury's Community Development Finance
Institutions (CDFI) Fund, these initiatives include:

* Direct funding of microenterprise loan funds through the CDFI Fund program. The

CDFI Fund recently made financial awards to two microenterprise programs - ACCION

Texas and FINCA USA - and also made investments in several other CDFIs that include

microlending as part of their financing programs. The Fund is launching a significant

training and technical assistance initiative that will enhance the capacity of CDFIs,
including microloan funds.

- Administration of the Presidential Awards for Excellence in Microenterprise
Development. President Clinton recently announced the first winners of the Presidential

Awards for Excellence in Microenterprise Development. Each award winner

exemplifies, in a distinct manner, the dimensions of excellence in the U.S.

microenterprise development field.

* Coordination of the Federal Microenterprise Initiative, an effort to promote collaboration

among the various federal agencies engaged in supporting microenterprise development.

Currently, federal programs housed in agencies such as the Treasury, the Small Business

Administration, and the Departments of Health and Human Services, Housing and Urban

Development, Labor, and Agriculture support microenterprise development efforts.

Interagency collaboration affords a concerted and focused federal effort to advance the

development of the microenterprise field.

Plan of Action in Support of International Microfinance

The U.S. Government supports international microfinance through three principal mechanisms:

the development assistance programs carried out by USAID; our support for and guidance to the

multilateral development banks (MDBs); and our international policy dialogue with other

governments through bilateral channels and in multilateral fora. The Clinton Administration is

committed to utilizing all three of these channels to support microenterprise development and the

expansion of microfinance services around the world.
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USAID has been one of the recognized leaders among international donor agencies in its level of

support for and expertise in microfinance. In 1994, USAID launched a Microenterprise Initiative

designed to make microfinance a more prominent part of its economic growth strategy. Last

year, Administrator Atwood renewed this initiative, under which USAID will continue to support
microenterprise at annual levels similar to those in recent years, primarily through its overseas
missions. It will deepen microenterprise strategies within each regional bureau and in many
mission programs. USAID will also maintain a strong central program responsible for funding
microenterprise programs of U.S. private voluntary organizations, carrying out research,
development and information exchange, and training USAID and partner organization staff. As

it works towards the goals of the Microcredit Summit, USAID will:

- Select institutions that show a high potential for reaching the poor while achieving
financial viability in its funding decisions about microenterprise;

* Stress linkages to the formal financial system and explore ways to involve commercial

financial institutions in microfinance;

- Place special emphasis on poverty lending, and ensure that more than half of all clients
served will be women and that more than three-fourths of clients receiving microfinance
services from USAID-supported institutions will be poverty-lending clients; and

* Apply performance targeting in its grants, and support the development of international
financial performance standards for microfinance.

In coordination with USAID and other U.S. Government agencies, the Treasury Department

promotes U.S. development policy through the multilateral development banks (MDBs),
including the World Bank and the various regional development banks. The Treasury does this

through the Secretary of the Treasury's role on the boards of governors as well as through the

U.S. Executive Directors at each of these institutions. Treasury will continue to encourage the

MDBs to improve mechanisms for the support of microfinance by:

- Encouraging the MDBs to-work directly with governments, as part of individual country
lending strategies, to devise the policy and regulatory frameworks supportive of

microenterprise and microfmance, including reforms of property rights and labor and

capital markets;

- Promoting microfinance institution-building, helping to expand financial intermediation

by up-grading the capacities of NGO-sponsored financial institutions and developing new
technologies to promote competition for microfinance business among regulated financial

institutions;

* Developing sustainable, demand-driven training programs to provide the technical

services (such as accounting and bookkeeping, regulatory compliance and marketing

support) that can assist microenterprises to grow into businesses within the "formal"
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economy;

* Developing innovative programs to channel funds, as appropriate, to entities engaged in
microfinance; and

- With USAID, continuing to support the Consultative Group to Assist the Poorest (CGAP)
- a multi-donor organization focused on microfmance housed in the World Bank - in its
efforts to raise the quality of donor involvement in microfmance operations, mainstream
microfinance programs within the Bank, exchange best practices, and develop industry
standards.

The U.S. will also pursue its microenterprise development agenda in a variety of bilateral and
multilateral fora. For example, at the December 1994 Summit of the Americas, President
Clinton along with the Heads of State from 33 other democratic nations in this hemisphere,
agreed that strengthened support for microenterprise and small business is a key component of
sustainable and equitable development. This agreement laid the foundation for the Inter-
American Development Bank's MICRO 2001 program which will build on the past successes
with its global microcredit program and the small projects windows of the Inter-American Bank
and the Multilateral Investment Fund.

At last year's meeting of the hemisphere's Finance Ministers, this commitment to microenterprise
development was reiterated. The Ministers, led by Secretary Rubin, recognized that programs to
improve the infrastructure and operations of financial markets are central to expanding small
scale entrepreneurs' access to capital, and that microfinance institutions can facilitate the
mobilization of savings to fund investment and broaden economic participation. They directed
the Committee on Hemispheric Financial Issues, co-chaired by the Treasury Department, to
address issues of microentgprise development as part of its broader financial market
development agenda.

Through various mph4ilgteral efforts - such as the G7/G10 Emerging Markets Initiative on bank
supervisory and regulatory reforms - as well as ongoing bilateral policy dialogues, the U.S. will
continue to promote microenterprise development and the need to create supportive policy
environments for microenterprises and microfinance.
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A REVIEW OF THE WORLD BANK'S
MICRO-FINANCE PORTFOLIO

EXECUTIVE SUMMARY

1. One of the objectives of the Consultative Group to Assist the Poorest (CGAP) is to
mainstream micro-finance within Bank operations. This report provides the basis for that effort
by reviewing the existing Bank portfolio of micro-finance activities (including both lending and
non-lending operations) and available information on the project pipeline. In the context of this
review, micro-finance institutions include organizations which take financial deposits or make
loans in small amounts (usually less than S 1.000) and whose clients are, for the most part, low
income households, self-employed, or engaged in very small productive or commercial
operations. A microenterprise typically is an informal sector business with 5 workers or less,
and with fixed assets valued at less than S 10,000.

II. The Bank's micro-finance portfolio from FY91- FY96 includes 56 projects. with a total
investment of $713.5 million (S428.9 million from IBRD loans and $284.6 financed by IDA
credits). After four years of declining investment in micro-finance activities, there was renewed
interest in FY95 and FY96. The number of loans or credits approved with micro-finance
activities jumped from 6 (FY95) to 12 (FY96), and overall funding grew from $11.5 million in
FY94 to $87.8 million two years later.

II. A review of the Bank's micro-finance activities and pipeline reveal six major trends.
First, interest is growing in borrower countries and Bank country departments which have not
previously programmed micro-finance activities. Second, Bank operations with micro-finance
components are under development in several large Asian countries, thanks in part to regulatory
framework changes. Third. most projects use a two-tiered approach, with the Bank reaching
micro-finance retailers through newly established wholesale institutions. Fourth, there are five
project modalities which are used to deliver micro-finance services, including (i) financial sector
loans, (ii) private sector development loans, (iii) rural finance, (iv) stand-alone micro-finance
development, and (v) social funds. The most common are social funds and micro-finance pilots.
The fifth trend is the high level of interest in micro-finance in Africa and the Europe and Central
Asia (ECA) regions. both during the past six years and in the pipeline.

IV. The sixth trend is the increasingly important role of non-lending modalities, which
directly affect the environment in which micro-finance institutions operate. These instruments
include (i) technical assistance, (ii) regulatory framework and policy dialogues, (iii) grants for
pilot operations, and (iv) economic and sector work (ESW], and (v) increased donor coordination
through CGAP and at the borrower country level.

This definition is based loosely on discussions with William Steel of the Africa Region. These
definitions are used in the absence of official Bank definitions of these terms.
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I. INTRODUCTION

1. This report examines the Bank's portfolio of micro-finance in four sections. The first
section presents the Bank context for micro-finance activities for the past five years. as well as a
description of the database used in this analysis. The second section provides an analysis of the
composition of the lending portfolio from FY91 to FY96, including information on the number
and scale of projects and component, the modalities, target group characteristics, and the range of
financial services provided. The third section provides a qualitative assessment of the changing
modalities of Bank lending and non-lending activities, and a discussion of broader trends in the
portfolio. The final section offers specific recommendations for improving Bank micro-finance
project and component design, implementation and monitoring.

A. The Micro-finance Context

2. Micro-finance has become a growth field for multilateral and bilateral agencies,
development banks, non-governmental organizations (NGOs) and community organizations. In
the context of this review, micro-finance institutions include organizations which take financial
deposits or make loans in small amounts (usually less than $1,000) and whose clients are, for the
most part, low income households, self-employed, or engaged in very small productive or
commercial operations.' A microenterprise typically is an informal sector business with 5
workers or less, and with fixed assets valued at less than S10,000.

3. To advocates, micro-finance offers strategies to target households below the poverty line
and deliver financial services in sustainable, participatory ways. There are an increasing number
of micro-finance success stories, led by Grameen Bank in Bangladesh, Bank Rakyat Indonesia's
Unit Desa system, BancoSol in Bolivia. Kenya Rural Enterprise Programme (K-REP), and the
rural savings and loan movement in Benin. In a few countries, commercial banks have begun to
consider microenterprises as a new market niche. However, in most cases, the promise of micro-
finance has proven illusory, due to very high transaction costs, poor repayment, the lack of basic
market infrastructure, and regulatory frameworks which limit on-lending interest rates.

4. In the late 1980s and early 1990s, the Bank lagged behind other multilateral and bilateral
institutions and non-government organizations in micro-finance, continuing to work on a small
scale with government ministries and development banks to support targeted lines of subsidized
credit. 2 The 1992 Levy Report challenged the Bank to find new ways to do business in the field
of finance, leading to Operational Directive 8.30 (on Financial Sector Operations). O.D. 8.30 set
strict guidelines on the use of subsidies, advocated commercial on-lending interest rates, and
emphasized performance benchmarks to track a project partner's long term financial
sustainability. Due to difficulties in putting the guidelines into practice, particularly in terms of
subsidies, institution building and savings mobilization, O.D. 8.30 is presently being recast.

This definition is based loosely on discussions with William Steel of the Africa Region.

For a summary of disappointing results in working with government development banks. see Yaron, Successful Rural
Finance Institutions. (Chapter 1). World Bank Discussion Paper #150, 1992.

2
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II. DESCRIPTION OF THE FY91 TO FY96 BANK MICRO-FINANCE AcrivTIES

A. Scale of Bank Micro-finance Lending

General Trends from FY91 to FY96

9 The total amount committed by the Bank specifically for micro-finance activities during
the FY91-FY96 period was $713.5 million, with $428.9 million from IBRD loans and $284.6
financed by IDA credits. There were 56 Bank projects with micro-finance during this time.

10. After a four-year trend of declining micro-finance investments, there was renewed
interest in micro-finance programming in the Bank in FY95 and FY96. The number of projects
initiated with micro-finance activities jumped from 6 (FY95) to 12 (FY96), and overall funding
grew from $11.5 million in FY94 to $87.8 million two years later. This renewed interest is
reflected in an increase in the number of projects rather than the size of operations. With rare
exceptions. micro-finance activities remain a small component of larger projects, rather than
stand-alone efforts. In regional terms. Africa and ECA have led the way. In sectoral terms,
while agriculture dominated in the early 1990s, the portfolio has become increasingly diversified.
The IFC has also become increasingly active in micro-finance programming, approving a $1
million operation with K-REP Bank in Kenya, and working with the $20 million ProFund which
provides loans and equity for micro-finance in Latin America.

Number of Projects

IH. The increased number of micro-finance activities reveals increased interest in this field.
Over the six-year period, 56 projects were initiated (See Graph 1). There are 12 new projects in
micro-finance beginning in FY96. This equals the previous high of 12 in FY91, and is
significantly more than the number undertaken in FY95 (6). While the pipeline data from FY97
to FY99 is more sketchy, it suggests that interest remains high in micro-finance programming.

Graph I
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Funding Trends

12. The total amount committed specifically for Bank micro-finance activities during the
FY91-FY96 period was $713.5 million. However, this amount was not evenly distributed over
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14. The average amount of Bank funding devoted to micro-finance in FY96 and FY95 is
about $7 million per loan, slightly more than the average from 1993 to 1994. However, this level
of investment is significantly less than the averages for FY91 ($24 million8 ) and FY92 ($19
million), as Graph 3 reveals.

Graph 3
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B. Reasons for Micro-finance Lending Portfolio Changes

15. There appear to be four reasons for the decline in Bank micro-finance lending from
FY91 to FY94. First, many task managers have gained a greater appreciation of the requirements
for sustainable micro-finance operations. For instance, there is greater recognition of the limited
absorptive capacity of micro-finance institutions in many countries, due to market imperfections,
the policy and regulatory framework, and local institutional factors.

16. A second reason is that Bank financial sector policy discussions have evolved cautiously,
as management wrestles with the role of subsidies and interest rate policies. O.D. 8.30 has led to
more stringent internal review of proposed operations, and discouraged "business as usual" with
state banks and other public sector financial institutions.

17. The third factor is that task managers have begun to seek new project partners. since
many traditional partners are not able to meet financial performance levels required for
sustainability. The change from state-run institutions to new partners has resulted in smaller scale
operations. However, there have been problems with these new partners. Non-governmental
organizations (NGOs) lack the absorptive capacity and scale to meet Bank objectives. Most
commercial banks are not attracted to such lending opportunities, due to high start-up and
operational costs.

18. A fourth reason is that many country departments are developing a financial sector
policy dialogue with borrower governments, rather than launching specific micro-finance
operations. While this slows down lending activities, it holds the promise of helping partner

This figure includes a $125 million credit to Indonesia (BRI) for micro-finance, and when calculated
without this credit the FY91 average figure drops to $18.6 million.

6



DRAFT -- for discussion purposes only

23. Recently, projects have pursued a two-pronged strategy, involving both micro-finance
activities and elements of financial sector reform. In FY96, three of the 12 projects proposed
financial sector policy interventions in addition to the provision of services to financial

institutions to directly promote micro-finance.

Choice of Clients

24. The selection of clients can be examined from three perspectives: (i) urban/rural
distribution, (ii) the type of enterprise, and (iii) enterprise operator characteristics (such as
gender, age, and experience).

25. Urban and Rural Clients. From FY91 to FY95, 27 of the 36 projects which provide

information on geographic composition of clients (75%) served only rural clients. Six projects
(17%) addressed the needs of both rural and urban clients, while the remaining three (8%) served

only urban microenterprises. This general pattern continues in FY96, and early indications show

no change in the project pipeline.

26. Enterprise Experience. "Best practice" indicates that successful micro-finance projects
work exclusively with enterprises that have existed for more than two years. Projects which

serve start-up businesses typically face a much higher drop-out and loan default rate. due to the

higher level of risk involved in new ventures. Bank projects from FY91 to FY96 worked with

both types of enterprise. Of those projects which provide data. 14 work with only existing
enterprises, 3 serve only new firms and 7 provide services to both types of enterprises.

27. The size of the enterprises also is an important factor to analyze in the choice of clients.

Most of the projects offer services to both SMEs and microenterprises. However, it should be

noted that within the Bank there seems to be some confusion over the definition of

microenterprise and where to draw the line with SMEs. (See page 2 for a working definition.)

The Methodology of Financial Services

28. Four aspects of financial services methodologies used in Bank micro-finance activities

can be assessed: (i) the relative importance of savings mobilization, (ii) the term structure of

loans (working capital or long term investment credit), (iii) the deposit interest rates offered to

savers and the.on-lending interest rates charged to subloan borrowers, and (iv) the use of group

methodologies, mobile banking and other cost-effective, innovative service delivery models.

29. Savings. Savings mobilization can play a pivotal role in a micro-finance institution's

evolution to full financial sustainability, providing a reliable, affordable source of loanable

funds. 10 It is often cited in ESW and academic research as the single most important financial

service for the poor, as part of their income smoothing strategies. However, while most projects
mention the importance of financial sustainability, details concerning the key role of savings are

lacking. Only 14 of 56 projects (25%) from FY91 to FY96 mention savings as part of the

financial services provided by project partners.

LO This assumes that the micro-finance institution meets legal requirements for savings mobilization and is

prepared to establish the appropriate reserves to safeguard depositors' interests.

8
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not provide credit to small scale farmers. This gap in the financial system presented an opportunity, but
farmers were unwilling to join solidarity groups, which were reminiscent of government-organized
agricultural cooperatives. Thcre was widespread interest in doing something at the village level.

Within this context, village credit funds (VCFs) were created under the IDA-financed Rural
Poverty Alleviation Project (1993). Village credit committees (VCCs) were elected by villages to manage
these VCFs. According to the basic rules of the VCFs, if a borrower fails to repay a loan, the line of credit
to the whole village may be suspended. Moreover, only a part of the village membership receives a loan in
the beginning, those who expect access to credit in the future exert strong social pressure to insure prompt
repayment from borrowers in the VCC.

As of December, 1995. 93 VCFs had been established. 4,300 loans disbursed (with average loan
size of $350), and repayment stood at almost 100%. Two lessons have emerged from this experience: (i)
local traditions play a role in determining the methodology and (ii) access to credit can play an important
role in a transition economy.

Source: Yaron, Benjamin and Piprek, draft document. Rural Finance Best Practices. Chapter 8. 1996.

D. The Pipeline of Bank Micro-finance Activities: FY97 and Beyond

34 According to the Bank's database as of June 30, 1996, there are 34 micro-finance
activities scheduled from FY97 on. Limited information is available on these projects and
components and it is unclear how many will actually reach the Board. This total does not include
planned IFC investments or CGAP's growing micro-finance commitments. While it would be
premature to identify trends, it is worth noting that many are pilot projects and the Africa
Region is likely to lead the way. At least eight include a pilot component. The evidence suggests
a new emphasis on pilot micro-finance activities to test methodologies and gain experience in
new regions. At least four are social funds and another two are micro-finance stand-alone
projects. Another important initiative is a $74 million stand-alone micro-finance project which
is scheduled to begin in Bangladesh in FY97.

III. WHAT THE NUMBERS MEAN: TRENDS IN BANK MICRO-FINANCE ACTIVITIES

35. A review of the Bank's recent micro-finance project experience and pipeline reveals six
important trends:

(i) Non-lending instruments to promote micro-finance are becoming increasingly important.
(11) There are five primary types of lending projects which are used to deliver micro-finance

services. The most popular are social funds and micro-finance pilots.
(iii) Most projects use a two-tiered approach, with the Bank often reaching micro-finance

service retailers through newly established wholesale operations.
(iv) There is growing interest in borrower countries and Bank country departments which

have not previously programmed micro-finance activities, notably Central Asian
counties.

A pilot micro-finance activity is small scale, tends to use an innovative approach to design and deliver
financial services, and may reach a target group of clients often overlooked by Bank-sponsored
projects.

10
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38. Technical assistance for improving the capacity of micro-finance institutions to develop,
market and profit from financial services is considered by many experts to be an important
investment, contributing to long term financial sustainability. However, in many Bank projects,
it is difficult to identify the amount of funds allocated to these activities after a project has been
launched.

Regulatory Framework and Policy Dialogue

39. The important role of the regulatory framework is increasingly appreciated by Bank staff
considering micro-finance operations. Whether it is in a transition economy or West African
setting, the regulatory framework determines (i) deposit interest rates, (ii) on-lending interest
rates, (iii) equity requirements for financial intermediaries, (iv) savings mobilization limitations,
(v) supervision standards. (vi) reporting, and (vii) reserve requirements.

40. To answer the demand for more information on supervision and regulation. COAP co-
sponsored a seminar with ACCION on Latin American bank supervision strategies and practices.
Discussion focused on how institutions serving microenterprises could be held to certain
standards, and the need for flexibility at different stages of portfolio development. For the West
African Common Franc zone. CGAP sponsored a high level seminar for governments. local
NGOs and donors which considered the repercussions and impact of the newly approved law' 2

governing micro-finance institutions drafted by the BCEAO.1 3 This law was initially designed to
regulate only credit union-type organizations, but its scope was then broadened in an attempt to
include all micro-finance organizations, whatever their size or degree of formality. The law sets
credit unions as a model and puts pressure on all organizations, even informal ones, to seek
registration with the Ministry of Finance at an early stage. Furthermore this law refers directly to
the regulation on usury rates. making it extremely difficult for financial intermediaries with
rmcroenterprise clients to cover their operating and financial costs. An example of the conflict
between interest rate ceilings and full cost recovery faced by a Bank project design team in
Ethiopia is found in Box 3.

Box 3: Reyulatorv Framework vs. Full Cost Recoverv
The Ethiopia Social Rehabilitation and Development Project proposed a micro-finance component

of approximately $10 million to "create and develop self-sustaining micro-finance institutions to provide
financial services to the entrepreneurial poor". Local financial intermediaries, including existing NGO
projects in poor regions, would qualify for training, administrative grants to cover a share of operating
expenses, and, for those with a proven track record, a line of credit. Performance criteria for repayment and
cost coverage were established, with superior performers rewarded with matching funds of commercially
priced resources in the form of a line of credit (eventually reaching an 8:1 match).

Since many of the poor regions did not have adequate infrastructure, the projected costs of
operations were to be very high. It was apparent that the high costs would require institutions to charge an
interest rate well above the local commercial rate to attain financial efficiency, even in the long-run
projections. However, the government was sensitive to potential criticism that funds for poverty assistance
were to be priced above the local commercial bank interest rate. The government was skeptical that there

12 Loi portant reglementation des structures mutualistes ou coopdratives d'6pargne et de cridit.

13 BCEAO stands for Banque Centrale des Etats d'Afrique de l'Ouest. BCEAO is a regional Central bank
system headquartered in Dakar, Senegal.
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* Create an enabling environment for micro-finance institutions.
* Support micro-finance institutions that deliver (or are capable of delivering) credit and/or savings

services to the very poor on a financially sustainable basis.
* Help established providers of micro-finance to assist others start such services in under-served regions.
Source: CCAP Focus Note #1. February, 1996

44. An example of donor coordination in a borrower country is found in recent Bank
participation in micro-finance development discussions in the West Bank and Gaza Strip, Bosnia
and China. In the West Bank and Gaza. a number of bilateral and multilateral donors, including
the Bank, have developed a coordinated micro-finance development approach. A second recent
example is in Bosnia, where the Bank has organized micro-finance activities with Soros
Foundation and other development agencies. In Vietnam, CGAP and UNDP have jointly
provided technical assistance in relation to a rural finance loan. Finally, in China, CGAP is co-
sponsoring a conference on micro-finance with the Ford Foundation, UNDP and a local NGO in
October, 1996.

45. It is difficult to quantify some of the investments and returns from donor coordination
and other non-lending activities. However, it is likely that these activities will become more
important tools for the Bank's micro-finance efforts in the future. Improved information on these
non-lending activities will contribute to a fuller understanding of the Bank's role in micro-
finance.

46. The Bank has also been coordinating with other donor agencies on micro-finance issues
through the Committee of Donor Agencies for Small Enterprise Development and the Donors'
Working Group on Financial Sector Development, both chaired by the Bank. These groups have
issued a document entitled Micro and Small Enterprise Finance: Guiding Principles for Selecting
and Supporting Intermediaries". This document represents a consensus among donors on best
practice guidelines for operating, supporting and monitoring micro-finance institutions.

B. Lending Modalities: The Rise of Social Funds and Micro-finance Pilots

47. The database shows that there have been five basic types of Bank loans used to deliver
micro-finance services in recent years: (i) private sector development projects, (ii) rural finance
projects, (iii) financial sector development projects, (iv) stand-alone micro-finance projects and
(v) social funds.

48. Private Sector Development Projects. Private sector development projects usually
provide a line of credit through existing organizations to private enterprises. This is done by
working with a national bank at the wholesale level which loans funds to formal financial
intermediaries which directly provide financial services. These projects concentrate on the
delivery of credit rather than financial sector development. These projects focus primarily on
SMEs.

49. Rural Finance Projects. Rural finance projects are often coordinated by state banks
(usually as retailers through an agricultural bank system) or ministries, which serve as wholesaler
to local institutions. The goal of these projects is often to lower transaction costs and strengthen
rural financial intermediaries or to provide financing for agricultural production. The micro-
finance portion is usually quite small (about 7% in two planned pipeline projects). While small
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(i) The Risk of Political Pressure Social fund "best practice" suggests that the implementing agency
should be run in a businesslike manner, completely independent of political pressures. The independence of
a social fund can be measured in terms of staffing, budget. subproject criteria and selection. In practice,
however, social funds are often operated by a ministry or the Office of the President. A reputation for
political selection may discourage participation from well-established NGOs. An example is the Janasaviya
Trust Fund Project in Sri Lanka, where major NGOs with strong outreach networks and sound performance
were not invited to participate during the initial phase, due to political differences.

(ii) Perception of Recipients vs. Clients A second problem arises when micro-finance is offered as an
adjunct to social services. In the context of a social fund. it can be difficult to draw a clear distinction
between recipients (who receive benefits for little or no cost) and clients, who pay for the value of the
service. Health, nutrition and infrastructure are "one way transactions", in which recipients do not make
long-term financial obligations. However, financial services are more effective when (i) services are
offered as a "two-way transaction" [or contractl and (ii) self-selection takes place to insure participation of
only those who have potentially profitable ventures and would be responsible clients.

(iii) Savings: Missing Half of the Equation Many social funds are used as disbursement channels, but the
foundation for sustainable local financial intermediation (e.g. savings mobilization) is overlooked. Social
funds can build in dependence on a constant stream of government or donor grants, rather than building
local autonomous financial institutions. Only 4 of the 13 social funds offered savings services, and only I
of these was able to accept voluntary deposits.

(iv) Lack of Diversification of Intermediary Channels Most social funds use NGOs as the intermediaries
for financial services when more appropriate institutions such as local banking institutions may be more
effective institutions for delivering micro-finance services.

Honduras: A Successful Social Investment Fund
The Honduran Social Investment Fund (FHIS) is one of the few that has achieved most of its objectives.
according to a 1994 Bank evaluation. Five factors have been contributed to FHIS success: (i) deliberate
restraint by the authorities, (ii) executive directors with significant management experience. (iii) good
salaries and lack of tenure for staff, (iv) frequent donor monitoring and audits, and (v) clear procedures and
targets. For micro-finance activities, the FHIS reinforced existing financial institutions' management
systems and increase their outreach, while emphasizing repayment.

Sources: Performance Audit Report. Honduras (Social Investment Projects I and IIl, January 26, 1995, pp.
18-20, 27; Participation Sourcebook, Chapter IV. 1995.

Micro-finance Pilot Projects

54. Since they can be developed in any of the five project modalities described above, pilots
are an increasingly popular way to implement micro-finance activities. Pilots are an appropriate
means of testing new partnerships, innovative methodologies and the performance of groups of
clients often overlooked by formal sector financial institutions (such as households below the
poverty line). They are most often found in agriculture and integrated rural development
projects. Pilots are underway in Cote d'Ivoire, Albania. Tunisia and Zambia, and in the pipeline
for a project in northwest China.

55. Most of the micro-finance pilots are too new to analyze their performance, but there are
several good reasons to encourage pilot activities. In some cases, borrower governments and
Bank staff are not familiar with micro-finance alternatives, and prefer a more cautious approach.
In other situations, Bank clients prefer traditional approaches (such as channeling lines of credit
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a reputation for honesty, good leadership and sound management. reflected in the general confidence of
the community in which services are offered.

Source: Draft Operational Manual, Ethiopia Social Rehabilitation and Development Project. Jan. 1996.

New Entrants in Micro-finance

59. Building on increased activity in FY96, interest in micro-finance activities appears to be
growing in the project pipeline.' 5 Several country departments have added micro-finance
activities to-their project pipeline for the first time, including Bosnia, Tajikistan, Jamaica and
Turkey. Asia leads the way in the 1997 pipeline, with large scale projects under development in
India, and Pakistan. There is also a Grameen replication pilot in an integrated poverty project in
Northwest China.

Increased Interest from Large Borrower Countries

60. In many large countries, recent changes in institutional and regulatory arrangements may
make pilot and large-scale micro-finance operations more attractive. In India, policy discussions
between the Bank and the Indian Government's National Bank for Agriculture and Rural
Development have led to inclusion of innovative approaches to rural financial intermediation in a
Bank project under development (See Box 7). In China. the new Agricultural Development
Bank of China and the rise of rural credit foundations could provide opportunities to move
beyond traditional supply-led credit allocation approaches to more sustainable models.

Box 7: The Power of Policy Dialogue: The Rural Finance Proiect in India
In a major departure from previous Bank projects in India. the Country Department has invested in

a policy dialogue with the National Agricultural Bank for Rural Development (NABARD). NABARD has
historically used heavily subsidized lines of credit to target low income clients in rural areas throughout the
country. Initial resistance to interest rate reform has gradually decreased. thanks in part to discussions with
the Reserve Bank of India on this critical topic. While the project is still under development, certain
elements have become clear: (i) NABARD's use of market-priced sources of funds, (ii) a performance-
based line of credit through commercial banks and regional rural banks, (iii) promotion of alternative
financial services delivery models, including self-help groups, and (iv) a rating system to allow donors to
compare the financial performance of NGOs.

Source: Communications with Colin Bruce of the India Country Department.

IV. RECOMMENDATIONS: WHERE DOES THE BANK GO FROM HERE?

61. There are seven recommendations which arise from this review of the Bank's micro-
finance portfolio from FY91 to FY96 and the project pipeline. These are related to (i) policy
guideline clarity, (ii) supervision and reporting, (iii) Bank staff capacity building and the skills
mix, (iv) technical training for borrower country counterparts, (v) a review of social fund micro-

15 The pipeline often changes rapidly, as Bank and borrower country programming priorities shift. This analysis
reflects the pipeline as of June 30. 1996.
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67. Technical training for host country govemment counterparts and NGO practitioners.
EDI has begun to address this challenge. investing significantly in training of micro-finance
trainers in different regions. These effort should make host country counterparts more receptive
to innovative micro-finance approaches which offer outreach to the poor and long term financial
sustainability. Technical training should present international experiences and provide keys to
local adaptation, resulting in a higher degree of counterpart ownership in design and
implementation stages of micro-finance activities. It should also bring policy reform priorities to
thd attention of government officials.

68. A Review of Social Fund Micro-Finance Component Experiences. The Financial Sector
Department (FSD) is undertaking a review the micro-finance components of social funds for the
Portfolio Improvement Program. The review will assess the performance of the micro-finance
components included in social funds, and provide specific technical suggestions on ways to
improve the sustainability of these operations. This review will be completed in late 1996.

69. Coordination and Product Development within the Bank Group. Recent coordination on
the Kenyan program K-REP by CGAP. SBP and IFC sets an important precedent for the division
of labor to support leading micro-finance institutions. In some cases, capitalization grants are an
appropriate tool (by CGAP), while other situations may hold the promise of equity investments
(an IFC specialty). At the same time. MIGA's experience in the field of guarantees may offer
valuable synergisms. While coordination takes time, it is the best way to provide micro-finance
institutions with useful financial and technical assistance.

It may be timely for Bank management to consider a product management structure for
micro-finance now that a private sector network is being developed. The product management
group could be a unit similar in size and scope of activities as CGAP, but exclusively devoted to
developing Bank micro-finance operations which conform with best practice guidelines.

70. Coordination with other donors. The portfolio review reveals that the Bank is on a steep
learning curve in the field of micro-finance, and would benefit enormously from increased
interaction with donors such as USAID and the Inter-American Development Bank. While
micro-finance experts in the Bank are in constant contact with these and NGO practitioners, a
wider Bank audience could learn from their successes and failures.

71. The Bank has the potential to become a leader in micro-finance in the next several years,
if it can develop internal policies that move micro-finance operations from projects providing
cheap credit lines to interventions that help build local financial intermediaries reaching low
income clients. The Bank should play a role in promoting the investment required in building
stronger partners, such as management information systems and financial institution staff

training. At the same time, the Bank should further policy dialogue with governments to improve
the legal and financial framework in which micro-finance institutions operate. Without these

fundamental changes in the Bank's approach, micro-finance results are likely to be

unsustainable.
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Giving credit
to the poor

The Microcredit Summit which mit's organisers estimate this
began in Washington yesterday will require 621.6bn. of which
draws attention to a 19906 rar- around a third would be from
ity- a development programme official sources.
which everyone likes. Even the Does this make sense? The
harshest critics of aid find it I answer is probably no. Seeking
difficult to object to maxing I to learn from micro-fdnance suc-
credit and saving facilities I cess stories and to build on
available to the world's poorest. them is one thing. Diverting a
And rightly so: experience large chunk of the scarce
worldwide has shown that resources available for anti-
micro-finance institutions can I poverty programmes into local
help many along the road out of projects that lack the capacity
poverty - especially women. to absorb them quite another.

Private financial markets fail Most fans of micro-finance
when it comes to the very poor. would agree there is little point
in rich countries as well as poor in funding projects without
ones. The United Nations reek- looking carefully at the commu-
ons that a mere 0.2 per cent of nity's ability to exploit them.
global commercial lending goes Equally, few would argue that
to the poorest fifth of the popu- money ought to be diverted
lation. Banks do not seek out from other. just as important.
poor villages or distrIctz prerequisites such as basic edu-
because that is not. to com a cation and healthcare. Ther is
phrase. where the money is. But a danger, however, that donors
deprive poor people of the will forget these caveats in the
chance to lend or save even rush to support the fashionable
modest amounts and they are al, development success of the day.
lot more likely to stay that way. The value of the summit must

Enter micro-finance and a I not be judged by dollars and
rare opportunity for bles- cents. It will have been a suc.
guered defenders of develop- cess if the official and non-
ment assistance to trumpet suc- governmental organisautons rep-
cess. From southern Bangladesh resented come out better
to Chicago's south-side, many informed about the benefits and
micro-finance projects have potential pitfalls of micro-
filled the Cap. fuelling -micro- finance. and keener to collabo-
entrepreneurship" and - as rMte on getting it right. But the
important - helping their cli- participants should also be
ents reach a basic level of eco- using the welcome popularity of
nomic security. micro-finance to focus attention

A draft summit declaration where it ought to be - on why
calls for a massive injection of such a large share of develop-
funds into micro-finance pro- ment assistance is not reaching
jects. which usually have to be the poor. On average. 35.000
subsidised for at least five years children under the age of five
before they have a hope ot die every day from maLnutri.
becoming self-sufficient. The tion. Part of the solution to this
goal Is to reach 100m of the horror will be micro-finance.
world's poorest families by 20W. But she who would be a suc.
up from 8m today. The sum- cessful borrower must first live.
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The Constituency for Africa (CFA) began in 1990

E FM when a group of concerned Africanists and citizens, representing

01 major organizations with an interest in Africa, joined to develop a

al strategy to build organized support for Africa in the United States.

From this effort, the FA's broadly defined purpose is to create an

MO L educated and informed U.S. public about Africa and U.S. policy

mi towards Africa. Its mission is to mobilize and foster increased

cooperation and coordination among a broad based coalition of

00 American, African and international organizations and individuals

FEE- Ilcommitted to the progress and empowerment of Africa and

FMl i African peoples. Over the years, its activities of education and

information dissemination have led to a greater understanding

and awareness of Africa.

OE From 1994-1996, the CFA built an independent 501(c) 3

Ml Il ON nonprofit organization to guide its principal activities. When

NO1 M~ U.S. aid to Africa was threatened in 1995, the CFA organized a

FMJ Summit on Africa Aid. More than 200 organizations attended

this meeting to rally for continued U.S. involvement and support

for Africa. CFA followed-up this action with a Town Meeting in

FM l Louisville, KY. As a result of both meetings, the CFA is widely

E0 credited with saving more than $200 million in the U.S. budget

for Africa.

For 1997 and beyond, the CFAs strategy is to organize and service

a nationwide coalition of organizations, businesses and individuals.

FM ]M The CFA will be a forum for the coalition in the struggle to recognize

our nation's commitment to Africa and to strengthen the dialogue

and link between U.S. foreign policy and domestic issues.



Upcoming activities include:

0 Town Meetings-One-day education and information forums on Africa,

covering trade, investment, human rights and other critical issues. Ambassadors,

diplomats and senior government officials make presentations. Scheduled sites are:

Jackson, Mississippi on February 7, 1997 and

Memphis, Tennessee on February 8, 1997;

Little Rock, Arkansas in March 1997;

Milwaukee, Wisconsin in April 1997; and

Detroit, Michigan in May 1997.

E Coalition Development-Planned outreach to organizations, businesses

and individuals. Applications to join the coalition will be available in March 1997.

0 Ronald H. Brown African Affairs Series-Annual educational forums held

during the Congressional Black Caucus Legislative Week in Washington, D.C.,

scheduled for September 9-13, 1997. A wide array of topics and issues will be

discussed and explored. This critical session will help to set the congressional

agenda forAfrica.

* Constituent of the Year Award-Presented annually at an Award Luncheon,

following the African Affairs Series, to an organization or individual who has

provided exemplary support for Africa in the United States.

Nominations are invited.

U 1998 Trade Mission to Ghana-Planned trip to Ghana during the 1998

International Trade Fair. Offering group rates and seminars on understanding

and establishing working relationships. Reservations available March 1997.

0 CFA Website-CFA Internet Access that will list information, news, views and

other data on what's happening at CFA and among the coalition members.

CFA Website is currently on-line. Internet address: http://www.cfanet.org



CONSTITUENCY FOR AFRICA

1629 K Street, N.W. * Suite 1010 9 Washington, D.C. 20006
(202) 371-0588 e Fax (202) 371-9017

http://www.c frlnet.org
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Ronald H. Brown was born August 1, 1941 in
Washington, D.C. He graduated from Middlebury
College in 1962 and served as a United States
Army captain from 1963-67. After his military
service he graduated from St. John's University
Law School in 1970.

Brown's career began with the Urban League in 1968.
During his years with the League, he was general
counsel, deputy executive director and vice
president for Washington operations. In 1979, he
became chief counsel to the U.S. Senate Committee
on Judiciary. In 1981, he became general counsel

and staff director for Senator Edward Kennedy, and the first black partner in the law firm of
Patton, Boggs and Blow. From 1989-1993, he was the first African American to head the
Democratic National Committee. Under President Clinton he was appointed

[ N F Secretary of Commerce in 1993.

WEM ] During his tenure as Secretary of Commerce, he led approximately five trade missions to
M I U Africa. Mr. Brown was able to merge U.S. engagement, American commercial interests and

0 F African economic recovery and political reform. He has provided opportunities for
entrepreneurs and corporations in the United States in Africa. For example, under Brown's

M FM I supervision, the Owens Coming Plant in Botswana employ modern technology to bring
FRIMM water to the arid South. The Houston-based firm, ENRON, signed a $600 million

FM agreement for natural gas field and pipeline in South Africa during one of Brown's trade
missions. Less than two months before his death, Chadwick International, Inc., signed a

M $92 million contract to build 6,000 homes for an Ivorian company. He designated South
Africa as one of the world's ten merging markets. He delivered the opening statement on
September 20, 1995 for the Constituency for Africa's Educational Forum "Doing Business in

FMM1 Africa." Mr. Brown had a wonderful career in Africa and all over the world. His trade
_____l missions resulted in over $80 billion in foreign deals for U.S. businesses.



The first annual Ronald H. Brown African Affairs Series

and the Constituent of the Year Award are the CFA's

cumulative efforts to build support for Africa in the

United States and to pay tribute to the deeds of

organizations and individuals supporting Africa. It is also

an expansion of CFA's early activities to highlight Africa

during the annual Congressional Black Caucus events.

0[[M It is fitting that these two milestone events happened in 1996. They highlighted the

S beginning of a new phase in constituency building for CFA-the development of a

M I constituency coalition and the marking of the CFA's first two years as an

mr independent organization.

Ig I The 1996 Ronald H. Brown African Affairs Series conference report summarizes the

M F remarks of the panelists at the various forums and identifies key points of the issues

SFO addressed. As you go through the pages of this report, I hope that you are made aware

[ F of some of the serious problems in Africa and the continuing need for U.S. government

M I and public support.

Many thanks are extended to the volunteers, supporters and friends who made the 1996

Ronald H. Brown African Affairs Series a memorable event I would like to give special

[M thanks to Mrs. Ellen Johnson Sirleaf, who served as honorary chairperson, and UNDP

0 R for underwriting the costs for this report; the volunteer committee members who

FO F1 selected the first Constituent of the Year; Ms. Rosetta Gainey for her contribution

In of gifts to Michael Brown who accepted the posthumous award for his father,

Ronald H. Brown; and the very first supporters of CFA in 1990.

Melvin P. Foote, Executive Director
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It was an honor to serve as the Constituency for
Africa's (CFA) Honorary Chairperson for the first
annual Ronald H. Brown African Affairs Series and
the Constituent of the Year Award. Both events were
milestones in promoting Africa within the United
States. A role that the CFA has undertaken for
nearly six years.

M The Ronald H. Brown African Affairs Series provided the opportunity for serious
SM dialogue and discussion among supporters and friends of Africa. Also, it brought

7M greater attention to the tragedies and crises in certain countries-Burundi, Rwanda,
Liberia and Nigeria-and explored options for resolution. Key issues of human

10 rights, democracy, business and trade, technology transfer and culture were discussed
M aj over the course of five days.

MFM ~ The naming of the first Constituent of the Year was a significant step in bridging
African and American relationships. It was important to the Committee that
Ronald H. Brown receive the inaugural Award for his commitment to Africa

I M-1 7 and the United States.

FM I Without organizations like the CFA creating open discussions, public education
I Mand information about Africa would be limited. The following pages give a summary

F- I~J of the activities from September 9-13, 1996. If you were not there, please plan to
IMEM join us next year.

Ellen Johnson Sirleaf, Chair
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Background

En

Constituency for Africa (CFA), a member coalition of organizations, groups and

individuals with interest in Africa, held its annual forums on African affairs from

_a [M-] September 9 to 13, 1996. The five- day event, officially named the Ronald H. Brown

African Affairs Series in honor of the late Secretary of Commerce, featured discussion on

doing business in Africa, the role of science and technology in African development, the

culture of the African diaspora in the modern world, among others. Several experts and

M [ dignitaries in the business, political, diplomatic, scientific, communications and

SFS entertainment world participated.

[~ M 1 [ Since its founding in 1990, CFA's mission has been to educate the American public

Fn about Africa and African issues, and to strengthen linkages and cooperation between and

M M among American organizations, groups and companies and their counter-parts in Africa.

_____- CFA has provided numerous forums on issues pertaining to Africa, disseminated

information to various interested parties, and created opportunities for networking and

collaboration among groups. A sizeable portion of its membership is either now in Africa

or interested in Africa.

M F Constituent of the Year Award

Mi [2 At a luncheon concluding the Ronald H. Brown African Affairs Series, an award, the

FE Constituent of the Year, was presented posthumously to Secretary Brown for

1_non commitment to strengthen economic and political ties between the U.S. and Africa.

0 - Secretary Brown's son, Michael, was presented with the award. Ellen Johnson Sirleaf, the

Assistant Administrator and Director of the Bureau for Africa of the United Nations

Development Programme, and Honorary Chairperson of the 1996 Ronald H. Brown

African Affairs Series, presided over the committee that selected Secretary Brown

N M as this year's recipient.

FM I MI The Constituent of the Year Award will be presented by the CFA each year during the

FMIM-] Ronald H. Brown African Affairs Series. The award is given to an individual or

FM organization determined to have provided exemplary service and leadership in building

SE] public and private support for Africa in the United States. This is part of CFA's efforts in

I F building a constituency and recognizing the work of others in this endeavor. By

M I establishing this annual award, CFA also acknowledges that there is a pressing need to

consistently educate and inform the American public about Africa in order to prevent

marginalization of and indifference toward the continent.

4



l The topics covered in the forums included "Culture of the African Diaspora and the
S Modern World", "Democracy, Human Rights, Conflict Resolution and U.S. Policy Towards
S Africa", "The Role of Science and Technology in African Infrastructure and Economic
S Development", and "Doing Business With Africa". Also, the panel on "Conflict Resolution

in Africa - Diplomacy and Action", was held in conjunction with the Congressional
E Black Caucus Foreign Affairs Braintrust, and included United Nations Secretary General

Boutros Boutros-Ghali and members of the CBC.

S This report is a summary of the points and issues raised by each forum. It should be noted
S that all the forums raised common themes about Africa and the state of U.S.-African

~ ~relations. The summary should, therefore, be analyzed in the context of these common
l~ 1 themes. Forum participants agreed that:

* The most important preconditions for African stability and economic development in
_____ the continent are: (i) establishment of democratic institutions, (ii) respect for human______ rights, (iii) adherence to the rule of law; transparency in all transactions between
LID institutions and the citizens they serve, and (iv) sustained proactive involvement by the

U.S. in African attempts to resolve political and economic problems.

I e Although genocide, drought, civil strife, poverty, famine, disease and human rights
I~I I~1violations seem to dominate the news coming from the continent, there are far more

success stories of countries that have restored democratic institutions, set their economic
programs in order, and have resolved their internal differences through peaceful means
and by free and fair elections. Countries such as Mozambique, South Africa, Sierra Leone
and Ethiopia were cited frequently as countries that resolved problems by peaceful

_____ means. Since 1989, 40 countries have had free and fair elections and have set up
E ~ democratic institutions.

* Opportunities exist for doing profitable business in many African countries. These
countries have adopted vibrant free market economic systems where foreign businesses
are achieving substantial returns on their investments. Exports to Africa are also

I~ f~1increasing because many of these countries are now at peace.

* African-American involvement in Africa issues is essential, for many reasons. A strong
and influential constituency must be established to advocate on behalf of African
interests. African-Americans, in coalition with other Americans, can effectively
provide this. African problems have been left for too long on the back burner because______ decision-makers in this country have not felt the necessary socio-political pressure to
take action. In addition, any benefits that accrue as a result of the U.S. proactively
engaged in Africa will benefit African-Americans as well.

5
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CULTURE OF THE AFRICAN DIASPORA AND THE MODERN WORLD

Keynote Speaker: Haile Gerima
Independent Film Producer and Director
Professor, Howard University

PANEL I: "POLITICS OF CULTURE"

Panelists: Dr. Sheila Walker, University of Texas
Prof. Harry G. Robinson III, Howard University

PANEL II: "CULTURE AND THE MEDIA"

Panelists: Ms. Sandra Rattley-Lewis, National Public Radio

George Collinet, George Collinet Productions

PANEL III: "AFRICAN CULTURE AND EMPOWERING OUR YOUTH"

Moderator: Ms. Lori Robinson, Emerge Magazine

Panelists: Dr. Audrey Ware, Uprising Spirit of Truth Foundation
Mamadi Nyasuma, 2000 Black
EZ Street, Radio Personality and Youth Advocate

Closing Remarks: Eurica Huggins, Coordinator, CFA Cultural Committee

The keynote speaker, Independent Film Producer, Director and Howard University Professor, Haile

Gerima stressed that culture should be central to all the activities of African-American and African

societies. Any progress in society starts with communities who have preserved their past and know how

to use it to go forward. To that end the African-American and African communities must develop a

consciousness of their cultures and support the institutions that promote cultural activities.

The general theme of his remarks and of the other panelists was that all societies anchor themselves in the

present and plan their future based on what they know of their past. That is why culture is important to any

society or community. Culture is reality. It tells us everything, good, bad, silly, beautiful and valuable about

ourselves. But when a community has not been able to define itself culturally, it has lost its human essence.

Yet, despite daunting odds, African-Americans have maintained a culture of their own partly through

preserving what they brought with them from Africa, but also 'going back' to Africa to the foundations

of that culture. Its influence is apparent throughout American society and the world. What is more

important, African-Americans are increasingly aware and proud of the Africanity of their culture. It has

given them a basis of the transnationality of their being. It is a global culture, and as Dr. Sheila Walker

stated, "Where ever we go, there we are."

African-American culture still faces challenges, however. What role should culture and cultural institutions

play in promoting the larger interests of the African-American community within the context of American

society? How can African-Americans use their African heritage to promote Africa's interests in the U.S.

today? Panelists suggested that the following points be considered when discussing these issues.

6



* The African-American community is most empowered when speaking about its culture. All economic
and social advances become an illusion when the community is not culturally empowered. Culture hasto be brought back into the daily lives of African-Americans because progress has to be based on
a solid foundation. There is a need to educate the average person to support and have a positive

attitude towards his/her African-American culture as the only thing that provides that essence of
humanity in a society that is not always welcoming.

* If African-Americans want to continue determining and defining their own culure then they should
invest more into it. Those who finance their own cultural agenda can help shape it. In the 1 9 3 0s and40s black people understood this clearly. There were many cultural and entertainment centers and
theaters in the community. The need for the community to make and dramatize its own history and notbe spectators of history was clearly understood.

* Cultural institutions in Africa itself should be supported, promoted and strengthened because they are
the foundation of all the cultural institutions of people of African descent all over the world.

" African American professionals and business persons must form a stronger support system to preserve
and promote the community's cultural institutions and activities. The culture of any society determines
how that society is to conduct itself in all other aspects.

9 African-American culture has been appropriated as
American culture and then exported to the rest of
the world. The benefits of this exercise have not
accrued to the African-American community,
particularly economic benefits.

* U.S. cultural institutions should be challenged to
include the African-American component into all
their activities, but to do so as the African-Americans
see and define their culture. What American
society is exposed to in the various media is not always
a true reflection of African-American culture;
nor is it something that African-Americans feel their
children can be nurtured by.

Professor Gerima makes an
important point.

Panelist: (left to right)
Sandra Rattley-Lewis, NPR;

George Collinet, George Collinet
Productions; Dr. Harry Robinson,

acting v.p. Academic Affairs at
Howard University;

Dr. Sheila Walker, University of
Texas; and Dr. Julius Coles,

director, Ralph Bunche International
Affairs Center at Howard.
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DEMOCRACY, HUMAN RIGHTS, AND U.S. POLICY TOWARD AFRICA

Keynote Addresses: Hon. Carol Moseley Braun (D-Ill),
Member, Congressional Black Caucus

Hon. George E. Moose,
Assistant Secretary for African Affairs,
U.S. Department of State

Respondent: Hon. Ibrahima Sy,
Permanent Observer of the Organization of

African Unity to the United Nations

The two keynote speakers, Senator Carol Moseley Braun of Illinois and Assistant Secretary of State for

African Affairs George E. Moose, were in agreement on essentially all points on the issue of democracy

and human rights in Africa and the role of the U.S. in this area:

* Secretary Moose said that the international challenges of tomorrow can be seen by the challenges

Africa faces today. Democracy and human rights are the centerpiece of U.S. administration policy, not

as a moral crusade but in the pragmatic pursuit of this country's national interest. Democratic

governments tend to share commonality in international issues.

" The U.S. should be fully engaged in Africa, with a fair and consistent policy and promotion of human

rights and economic freedom. Consistency, fairness and sensitivity to the particular circumstances of

sovereign nations ought to be a hallmark of U.S. foreign policy in Africa as it is in other parts of the

world, not an accident of geography. There should be a long-term commitment on the part of the U.S.

despite setbacks. Support and resources should go to African governments that have embarked on

democratic reforms.

Keynote speakers:

The Honorable George E. Moose
and Senator Carol Moseley Braun.

CC
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* African governments have a duty to put democratic institutions in place (elections and the orderly
transfer of power, strong and effective parliaments, independent judiciaries, political parties and media
and decentralized local authorities.) Democratic institutions minimize conflicts and human rights
abuses. It was the absence of democracy in Rwanda, Burundi, Mozambique and Angola that led to
catastrophes there, as Assistant Secretary Moose stated.

* Promotion of human rights and democracy are related to growth and economic opportunity in Africa.
Africa holds enormous promise for American investments and exports and, therefore job promotion
here in the U.S. The prerequisite for all this was a stable and democratic environment. In addition
Africa must be looked at as a commercial opportunity, as Senator Moseley Braun stated. The African
market is large and has great potential for U.S. commercial activities.

" Senator Moseley Braun also emphasized that Africa is seldom presented in a positive light in the U.S.
One-dimensional, negative connotations, grossly careless generalizations minimize the commonality of
interests between the U.S and Africa and ignore the progress that has taken place there. Africa has
most of the emerging democracies in world.

FM PANEL I: "STATE OF DEMOCRACY IN AFRICA"

Moderator: Vivian Lowery Derryck, African Leadership Forum
CFA Boardmember

Panelists: Dr. George Ayittey, Foundation for Africa's Future
"Africa's Democratic Past"

Learned Dees, National Endowment for Democracy
"Are Democracy Programs Imposed on Africa"

Gregory Simpkins, Institute for Democratic Strategies
"The African Struggle for Democracy"

Imani Countess, Washington Office on Africa
"The Economic Imperative for Democracy in Africa"

Panelists agreed that there is an indigenous groundswell for democracy in Africa. The quest for democracy
has taken on the same momentum as the quest for independence after World War Two. That more than
thirty African countries have held multi-party elections in the last few years is not an accident but a direct
result of this groundswell.

Yet, elections do not in themselves make a country democratic. Africans realize that stable supportive
institutions need to take root. Africans like others want justice, equality, tranparency and responsibility.
They want to create strong civil societies that hold their leaders accountable. To that end those promoting
democracy in Africa need to be cognizant of certain realities in order to help Africans build sustainable
institutions:

e African countries with the greatest conflict are too often the ones with the fewest outlets available
for debate and criticism, thus limiting legitimate means for voicing grievances and concerns increasing
the likelihood of conflict.

9



* Many African leaders and Westerners have not looked to African traditions in creating modern

democratic institutions. Institutions of governance and systems of accountability existed in Africa

before colonialism and do lend themselves to democratic reemergence in the future. Decision by

consensus and compromise, checks against despotism, the rule of law, principles of confederation and

removal of illegitimate leaders were prevalent in traditional Africa. They can be revived as Africans

seek democratic solutions to their current problems.

" Democracy in Africa must be fitted to local realities. It should be built from the ground up. True

democracy cannot be imposed from the outside. The role of the U.S. should be to assist those who

are genuinely attempting to build it.

* In designing programs to assist and promote democracy in Africa, the U.S. needs to take into account

that the people there understand democracy and its basic principles. It is African leaders themselves

who must be held accountable to the basic standards required of democratic processes. The concept is

not foreign to Africa; the pressure to democratize comes from within the continent.

* Africa should know unambiguously that democracy is good for business. People do not invest where

there is no stability. However, African leaders who promote investment in their countries should

establish national economies with notions of democracy. Input from the people on economic policy

and inclusion in pursuing economic advancement should be part of that democratic process. Leaders

who team up with international monetary and corporate institutions must be challenged to do more

in democratizing economic institutions as well.

01 PANEL II: "THE STATUS OF HUMAN RIGHTS IN AFRICA"

Moderator: Sharon Pauling, PVO Coordinator,
U.S. Agency for International Development

Janet Fleischman, Human Rights Watch Africa
"The Status of Human Rights in Africa"

Adoti Akwei, Amnesty International
"African Human Rights Efforts"

The consensus of this panel was that progress has been made on human rights in Africa. Human rights

abuses have declined in many areas such as in southern Africa. Setbacks have also occurred and, in some

cases with tragic consequences. Liberia, Burundi, Rwanda and Nigeria are obvious examples. Yet there has

been what one panelist called a "wonderful flowering and birth" of human rights activism and human

rights organizations where people are questioning and challenging authority on human rights abuses.

There are issues that need to be kept at the forefront by U.S. authorities and the public if human rights

are to be realized and maintained throughout the continent:

* The growing number of groups not afraid to expose human rights in their own countries, including

organizations of women, NGOs and the press, is impressive and must be supported, encouraged and

assisted. The essential element is clear, unambiguous U.S. support. A unified message from American

officials and the public is taken seriously by authorities in the continent. This message must demonstrate

that abuse of human rights is costly, economically and diplomatically. The link has to be made

between human rights, democracy and development. One cannot be pursued before the other.

* The international community must also be alert to inconsistencies in the application of human rights in

some African countries. In Ethiopia, for example, the government is investigating past abuses of the
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previous regime while at the same time arresting members of the opposition and the press. Zambia had
impressive free elections and established solid democratic institutions, but the government is now
stripping the former President of his citizenship so that he does not become a presidential candidate
in the next election.

" There should be financial support and open encouragement for more effective and independent conflict
resolution mechanisms in the continent. The Organization for African Unity (OAU) has a commission
for human and people's rights (they have human rights monitors in Burundi, for example) but it does not
hear complaints from individuals and does not investigate, condemn or criticize governments in question
because its workers are appointed by the same governments they are supposed to be investigating.

* Above all, organizations like Constituency for Africa must organize a constituency in the U.S. to
influence American policy in the area of human rights. U.S. policy in Africa lacks the public support
to address serious problems on the continent. The constituency has not been powerful enough to
generate the level and degree of respect among members of Congress, the Administration and the State
Department to treat Africa as an equal among the other regions of the world. As an example, the
United States Agency for International Development (USAID) works with many institutions in Africa
promoting human rights, democracy and the rule of law. Yet the agency has been threatened with
abolition and its funds have actually been cut. Political pressure should be brought to bear to
stop such trends.

PANEL III: "LESSONS LEARNED AND OPPORTUNITIES FOR PROGRESS"

Moderator: Leonard Robinson, Washington Strategic Consulting Group

Panelists: Ambassador Herman J. Cohen, Global Coalition for Africa
CFA Boardmember

Salih Booker, Council on Foreign Relations

Closing Remarks: Dr. Ernest J. Wilson III, Center for International Development
and Conflict Resolution, University of Maryland

This panel dealt with lessons learned and opportunities for progress in democracy and human rights in
Africa. The slant and focus was conflict resolution and what both Africans and Americans can do about it.
The panel stressed that chronic instability in Africa impacts directly on: a) economic development, b) the
pace, growth, quality and retention of democracy, c) respect for and the practice of human rights, and d) a
persistent image of that continent as incurably poor, unstable and dangerous. Much can be done here and
abroad to remedy this perception. There are good lessons in what has taken place in African countries
since independence:

* It is important to recognize that there has been much improvement in Africa in the last few years.
Progress should be measured by how far the continent has come in the last four decades. Democracy is
a slow process everywhere, not just in Africa. It is a cultural phenomenon that does not take root very
quickly. Like everywhere else, African democracy needs to be nurtured.

* As democracy continues to take root, concentration should be on good governance. The U.S. should
emphasize good governance as a policy. The essence of good governance is transparency and the rule of
law. The U.S. has leverage when it approaches the issue in this manner. These are two easily
measurable activities.
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* The U.S. should not hesitate to be involved in peace-making activities in African conflicts. Just as

African peacekeepers are often asked to be engaged in the U.N. activities in Bosnia or Cambodia, the

U.S. and its European allies have an obligation to contribute to African peacekeeping activities.

" There should also be a focus on disarmament and demobilization. The arms trade, particularly the

small arms trade, contributes to conflict in Africa. Through the U.N. and OAU, mechanisms should

be established to stop the arms trade. The flip side of disarmament is demobilization. Economic and

educational incentives should be available once disarmament has been accomplished.

" It is good for African Americans to discuss democracy and human rights in Africa because it forces

mainstream society to discuss democracy here in the U.S. That comparative analysis is not necessarily

a wasteful exercise. Can one seriously discuss transparency in African institutions without questioning

how transparent some of their American counterparts are?
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THE ROLE OF SCIENCE AND TECHNOLOGY IN AFRICAN

INFRASTRUCTURE AND ECONOMIC DEVELOPMENT

This forum looked at the policies related to the growth of science and technology in Africa. The forum

stressed that we must concern ourselves not only with science for its own sake, but how science and tech-

nology are utilized to establish an environment in which Africans can flourish. This is in line with one of

CFA's goals which is to foster the growth of science and technology so that everyone can realize benefits

from it. CFA links technical experts in this country and elsewhere with business, educational and political

leaders in Africa to bring some technical assistance to the continent.

Keynote Speaker: The Honorable Hazel O'Leary, U.S. Secretary of Energy
"The Role of Science and Technology in Global Development"

In her keynote address, Secretary O'Leary stressed similar sentiments when she made the following points:

" As Africa goes, so goes the entire world community. Africa will be a good example of the success of

bringing to bear the tools of technology in support of democracy. Technology means giving Africans

economic power, that is actually expanding the middle class, and in the expansion of the middle class

democracy solidifies.

" Science and technology will help improve African agriculture. What drives agriculture is the ability to

manage the land and the environment so that it produces adequately for the population. Technology

should be deployed to ensure that food stuffs and trade are available.

Keynote speaker,
A Secretary of Energy

Hazel O'Leary.
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e Science and technology should also be used to improve health conditions in Africa. This means not only
transferring the technology, but also using educational technology to transmit knowledge about health
prevention and health maintenance.

* Technology can also be used as an empowering tool for certain groups of people within African society.
Introduction of solar technology can free women from hours of searching for firewood, time that can be
spent on other income producing endeavors.

* In transferring technology, there is a need for diversity among technocrats who work for and on behalf of
U.S. institutions. Just as diversity is valued in all American institutions, it should be reflected in the
personnel that work with Africa as well. There are hundreds of thousands of African-Americans with
the technological expertise that can be of use in Africa. Are they included in some of these
technological transfer adventures?

Ml PANEL I: "STRATEGIC TECHNOLOGICAL OPTIONS AND CASE STUDIES IN
AFRICAN DEVELOPMENT"

Moderator: Kendall White, Applied Computer Science Group

Panelists: Dr. Hattie Carwell, Northern California Council of Black Professional Engineers
Noah Samara, Founder and CEO, Worldspace

Joseph Parker, General Motors Corp.

Dr. Mabel Phifer, International Telecommunications Consortium, Inc.
George Brooks, RightTrac, Inc.

This panel discussed technological options and business opportunities in science and technology and what
part people in the U.S. can play in the development of technology development in Africa. The panel also
discussed the benefits of such an exercise. Panelists used their own institutions as examples of how
technology is being transferred to the continent, the philosophy behind the transfer and who benefits from
it. Below are summaries of their activities in Africa.

Worldspace is linking 4 billion people in the developing world through satellite infrastructure to deliver
information, education and entertainment. Worldspace is a convergence technology that involves three
sate)iite systems, one of them covering Africa and Arabia, and two others covering Asia and the
Caribbean and Latin America. It is designed to replace about a billion radios that exist today but with
more programming. Broadcasters will be able to take basic programming from the satellite and direct it
to a new generation of radios with a potential for about 100 channels. Using this technology, a lot of
entertainment and educational material can be delivered to countries of Africa where previously there
was limited programing from the radio, if any. The challenge is to ensure that this new generation of
radios is affordable and that the mix of program content in these 100 channels is useful to recipients.

Solar Energy Project In Ghana is designed to develop a village in Ghana where solar technology will
be demonstrated and established. The intent is to make the village self-sufficient in energy needs and to
use the technology to producing income. Villagers will be trained to market, manufacture and distribute
solar cookers and other solar powered products not only within this particular village but to neighboring
villages as well. The project, sponsored by the Northern California Council of Black Professional
Engineers, will also train solar technicians in maintenance of the technology and products once the
U.S. partners are gone. 15



RightTrac, Inc promotes aquaculture technology as one way of providing Africans with some of their protein

needs. Aquaculture is the farming and husbandry of aquatic animals and plants. So far aquaculture is essentially

a rural, secondary and part-time activity taking place in small farms. There is potential for its expansion.

However, it must be recognized as a potential commercial activity by African leaders and given the necessary

support mechanisms, if it is to take root. In Jamaica, for example, it has become an export industry.

International Telecommunications Consortium, is a comprehensive telecommunications organization

utilizing, state-of-the-art, multiple technology applications to produce and telecast academic telecourses,

in-service educational programs, training modules and other special interest teleconferences to various

industries and public sector institutions. It is currently involved in a project called ARIES (African

Rural Information and Education Services). The proposed project is designed to support the rapid

growth of education in Africa, especially in the rural areas. The project is unique in that it is continent-

wide. Each African country will be able to access the part that they want for whatever use.

General Motors Corporation has had tremendous success in car sales in Africa. It provides the African

market with cars that are as technologically advanced as in the U.S. GM has realized that 'simple is not

cheap' when operating a vehicle in Africa. The simply built automobile costs more to operate there.

The African pays as much as the American to get an inferior built automobile. Success for GM has been

related to exporting technology as superior as that provided to the American consumer.

FO PANEL II: "TECHNOLOGY TRANSFER AND IMPACT
ON ECONOMIC DEVELOPMENT"

Moderator: B.K. Wesley Copeland, President,
The Foundation for Economic Development

Panelists: Dr. Bart Nnaji, Alcoa Foundation Professor,
College of Engineering, University of Pittsburgh

Dr. Hilary Inyang, DuPont Young Professor and Director,
Center for Environmental Engineering and Science Technology,

University of Massachusetts-Lowell

Peter A. Sam, Chairman, African Environmental Consortium Group

Dr. Iheanacho Emeruwa, MD, Executive Director,
Association for Nigerian Physicians in the Americas, Inc.

Lane Smith, Program Manager, Leland Initiative,
U.S. Agency for International Development

The panel explored ways in which African countries can effectively use technology for their economic

development. The following are some of their recommendations:

" Transfer of technology can only be effective in a country if it is implemented by people of that culture,

whether inside the country or in the diaspora. The primary transfer of technology to Africa must be

effected by Africans or people of African descent or Africanists, wherever they may be.

* The problem of lack of skilled labor can no longer be used as an excuse for not transferring technology

into the continent. There is now a cadre of trained people of African descent that can be the conduit

for this technology transfer.
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* Some African political systems and ideologies, which have wrought bad economic programs, are
responsible for a lack of technology transfer and economic development in general. Any attempt to
transfer technology to Africa has to deal with such fundamental problems.

" It is possible to build positive synergies between socio- economic development and the environment in
Africa. There are opportunities for technology transfer in such areas as solid waste and hazardous waste
management, and air pollution and solution equipment.

FB PANEL III: "STRATEGIC OPTIONS FOR FINANCING TECHNOLOGICAL
DEVELOPMENT IN AFRICA."

Moderator: John Mack, U.S. Department of State, Africa and Middle East
Telecommunications Trade and Development Policy

Panelists: Mr. Nathaniel Fields, Senior Vice President,
African Development Foundation

Dr. 0. Akin Adubifa, Carnegie Corporation of New York

Closing Remarks: Mr. Charles E. Taylor, Coordinator,
CFA Science and Technology Working Group

The panel discussed different possible solutions for financing science and technology transfer programs.
They agreed that money exists to fuel the transfer of technology but Africa gets very little of it. Possible
solutions include:

e An overall strategy and framework like the NAFTA trade agreement is needed. NAFTA (North
American Free Trade Agreement) was a three-year effort that put a comprehensive framework together
linking every aspect of economic development (information technology, engineering, basic education in
schools, etc.) into a coordinated plan under which the countries would conduct their economic
relationships. Asia has the same arrangement in APEC. Groups of African countries could do the same
with some of the industrialized blocks, focusing on a set of priority sectors, such as telecommunications
or agriculture. CFA is being urged to take up this idea and seek Capitol Hill support for it.

" Strategic partnerships, where linkages between U.S. organizations, corporations, small businesses and
African institutions are financially guaranteed, should be encouraged. Even where there are foreign aid
cutbacks, partnerships will find support because they are linked to trade and investment.

" A debt for science swap was suggested as another innovative approach. Part of the national debt of an
African country can be swapped and renegotiated to be converted into resources at the local currency
and applied specifically to science and technology or to any such given costs. Some Latin American
countries are currently experimenting with this idea.
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DOING BUSINESS WITH AFRICA

Remarks: Michael A. Brown
President and CEO
Ronald H. Brown Foundation

Keynote Speaker: Lauri J. Fitz-Pegado, Assistant Secretary & Director General,
U.S. & Foreign Commercial Service
U.S. Department of Commerce

The following is a summary of Lauri Fitz-Pegado's keynote address at the forum on doing business
with Africa:

* Africa is important to the U.S. on several levels. It is not only the ancestral home of millions of
Americans, it has become home for 1.5 million first generation Africans. This first generation is a
powerful force for doing business in Africa. American interests in Africa can be enhanced by working
in partnership with this group.

" Africa is undergoing such unprecedented changes in its political and economic systems where a
foundation for prosperity is being built. The U.S. should position itself for this opportunity. The U.S.
can no longer concede Africa as an economic 'preserve' of former European colonial powers. The
small investments in Africa from the U.S. must be increased. As a market Africa consistently shows
higher rates of return on book value than Latin America.

* Africa is as important to U.S. trade as most other countries, as statistics show. Exports to Africa were
54% greater in 1995 than to the former Soviet states. Exports to South Africa are greater than those to
Russia. $400 million in merchandise was shipped to Africa at the same time.

Keynote speaker,
Lauri Fitz-Pegado,

listens to introductions.
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* There is a common misconception that the U.S. concentrates on South Africa to the detriment of the

rest of the continent. This not true. There is focus on South Africa because it is a regional driver. South

Africa can be an engine for growth for the entire sub-Saharan region. The Commerce Department is

regionalizing its activities in order to cut costs. Hubs have been created in Johannesburg, Nairobi and

Cote d'lvoire.

" The Commerce Department has 80 regional offices throughout the U.S. Those interested in doing

business with Africa should contact them for assistance. They will be able to connect you with any of

the hubs in Africa for more information-on export opportunities in the continent. The Department also

maintains offices in the World Bank, the African Development Bank and others.

" The Clinton administration has made commitments to Africa as never before in history. Cabinet level

officials travel to Africa shows this commitment. The Department of Commerce has an African

working group coordinating strategic approaches to doing business in Africa.

PANEL I: "OPPORTUNITIES FOR AMERICAN BUSINESSES IN AFRICA"

Moderator: Dr. Robert G. Sherman, AMI Consultants

Panelists: Diana Tyson, AT&T-Telecommunications

Geralyn C. Graphia, Schaffer/Serv-Tech-Agribusiness

Joseph Parker, General Motors-Shipping and Transport

Bella 1. Marshall, Barden, Inc. -Manufacturing

Michael Sudarkasa, 21 st Century Africa-Service Sector

Handsel B. Minyard, The First South Africa Pizza Company-Franchises

Mira Berman, Africa Travel Association-Tourism

Seven companies discussed their business activities in Africa, including advice on how they think business

should be conducted there. Below are their remarks:

" Corporations that go beyond the traditional ways of doing business are ones that do very well. In

Africa one has to be constantly innovative in order to succeed.

" Africa has 720 million inhabitants with urgent needs in agribusiness, capital markets, energy,

education and food production. This is just the beginning.

" Patience, presence and perseverance are key to doing business in Africa. Relationships are sometimes

built on a personal basis. One has to be prepared for road blocks.

* The U.S. is not yet playing on a level playing field because it is relatively new there. The U.S. and

private business need to get together to discuss ways of helping business people compete there.

* U.S. institutions should look for local partners in a country. Some countries require it, but it is always

helpful to have someone in a country who will help walk you through the process, someone who meets

with the approval of the local authorities.
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* Many people who do business in Africa do so because they know that they will make money. More
people need to be apprised of all the success stories. Opportunities for business include:

Service Industries, such as tourism. Africa is still on the fringe of the explosion of tourism. There are
more opportunities in Francophone Africa because they are just beginning to open up to American
institutions. There is also a need for a strong voice in the preservation of African culture and the
environment. The tourism industry can take the lead in this.

Financial Services. There may be a shortage of capital in Africa but it is also a question of knowing
where to look and developing relationships with those who have succeeded in tapping into whatever
capital exists.

Legal work and Consulting services. Agencies like USAID should be used for leverage and as way
of getting into the area and the continent.

Advertising and Marketing. Opportunities exist everywhere in this area, especially in showing
positive black images. Post- apartheid South Africa is a rich market for this.
Telecommunications. This area is barely touched in the continent. There are lucrative by-products
in the telecommunications field.

Construction. It is better to work with a local U.S. company and then take it into Africa at a
later time.

Sports and Entertainment. African-American music is very popular in Africa, as are African-
American sports personalities. It is possible to tap into this market.

" Tips to make life easier while engaged in business activities in Africa:

Follow the rules and regulations carefully. Watch the fine print. Also do good while doing well. In
South Africa, for example, giving opportunities to black South Africans is government policy. It also
makes good business sense.

Familiarize yourself with the country's customs and ways of doing business.
Seek good advice on how to structure your company for tax purposes. This needs expertise here
and in the country of concern to avoid being taxed twice. Many African countries do not have tax
treaties with the U.S.

Strive to be a good corporate citizen. If possible train local citizens to do as many jobs in your
institution as possible to avoid an unnecessary number of expatriates on the scene. A good human
resource plan addresses the issue of transfer of technology. Knowledgeable local staff make good
business sense and are the basis for further economic development.

PANEL II: "FINANCING BUSINESS VENTURES IN AFRICA"

Moderator: Jude Kearney, Partner, LeBoeuf, Lamb, Greene and McRae

Panelists: Walter Jones, Overseas Private Investment Corporation

Annmarie Emmet, Export-Import Bank

John Richter, Trade & Development Agency
Deputy Assistant Secretary, U.S. Dept. of Commerce

There is no one-stop shopping or clearing house in financing business ventures in Africa. Three institutions
with offices in Washington, D.C. and elsewhere are a good place for further referrals.
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OVERSEAS PRIVATE INVESTMENT CORPORATION (OPIC)

Contact person: Walter Jones, Business Development Manager,
Phone (202) 336-8654, Fax (202) 336-6700

OPIC, established by the U.S. Congress in 1969, is a government agency whose purpose is to promote

economic growth in developing countries by encouraging U.S. private investment in those nations.

OPIC is structured like a private corporation and assists U.S. investors through financing investment

projects through direct loans and/or loan guarantees and insuring investment projects against a broad range

of political risks. All OPIC guaranty and insurance obligations are backed by the full faith and credit of the

United States, as well as OPIC's own substantial financial reserves. In 1988 OPIC developed the Africa

Growth Fund to provide foreign equity capital for new projects and expansions in Africa. The Fund, owned

by U.S. corporate and institutional investors and managed by the Equator Bank, invests in the full range of

African businesses, including manufacturing, agriculture, finance, and services industries.

EXPORT-IMPORT BANK OF THE UNITED STATES (EX-IM Bank)

Contact person: Annmarie Emmet
Phone 1-800-565-EXIM or (202) 565-3932

The Export-Import Bank of the United States, an independent agency of the federal government, has

one mission: to help the private sector create and maintain American jobs by financing exports. In its

61 years, the bank has used loan, guarantee, and insurance programs to support over $300 billion in

exports of U.S. goods and services. EX-IM is open in 13 markets in Africa. The bank has a special focus

and enhancements for small business exporters and for exporters of environmental goods and services.

The U.S. TRADE AND DEVELOPMENT AGENCY (TDA)

Contact person: John Richter, Regional Director, Africa and Middle East.
Phone (703) 875-4357. Fax: (703) 875-4009

The U.S. Trade and Development Agency is an independent U.S. Government agency established to

promote economic development in developing countries by funding feasibility studies, consultancies, training

programs and other project planning services. In Africa, TDA assists U.S. firms by identifying major

development projects which offer large export potential and by funding U.S. private sector involvement in

project planning. This, in turn, helps position U.S. firms for follow-on contracts when these projects are

implemented. TDA also sponsors meetings everywhere within the U.S. and outside for African and U.S.

individuals and institutions to share information on potential projects and other activities.

PANEL III: "THE GOOD AND BAD IN DOING BUSINESS WITH AFRICA"

Moderator: Alvin Newman, CFA/Los Angeles

Panelists: Carolyn Jordan, Pryor, McClendon, Counts, Inc.

Robert E.Robinson, SAIVI, Inc.

Kevin Berry, Air Afrique

In Africa as elsewhere, business is communication, customer service, demand and cultural considerations.

There are lots of challenges such as limited capital, management skills, resources and technological

expertise. In some cases, local bureaucracies tend to move slowly and inefficiently. Corrupt officials may
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also pose financial and legal burdens. It is also expensive to do business in Africa. These obstacles are not
insurmountable. They can be resolved, as panelists said, if one knows what to do and with whom, such as:

* forming appropriate strategic alliances with individuals or institutions in a host country who will help
you with all the local nuances of doing business there. Good local partners, with impeccable integrity
can keep you from violating local rules and U.S. tax laws;

* seeking advice, (even paying for advice) in the U.S. about a particular country or business possibility in
Africa. There are several public and private institutions in the U.S. with extensive knowledge on
Africa, especially the individual countries of the continent. They are a source of invaluable knowledge
on what and what not to do while doing business in the continent; and

e looking out for growth areas in any African country. This is not hard since potential exists in every
sector in Africa. The health sector is growing rapidly everywhere in Africa.

The panelists emphasized that in the final analysis, and despite problems, business in Africa is lucrative in avariety of sectors. The British, French, Belgians and Japanese have known this for decades.

Ml PANEL IV: "OPPORTUNITIES AND STRATEGIES FOR
INVESTING IN AFRICA"

Moderator: Donna Sims Wilson, Graicap, Inc.

Panelist: Ian Kawaley, Associate, Milligan-Whyte and Smith Barristers and Attorneys

Closing Remarks: Melvin Foote

A central theme throughout this series was that movement of capital to Africa is essential because
access to capital is the key to development. U.S. public capital (foreign assistance) should take the lead
in investing in Africa. Increased public capital will spur private investment, in the tradition of the
Marshall plan in Europe. This panel had two suggestions on how to resolve the question of finding
capital to finance investment projects in Africa:

* Graicap, Inc. an investment banking firm helps African countries finance themselves through turning
over their own money within their own countries to lessen dependence on donors. Graicap has used this
technique in West African countries and South Africa to finance housing development projects there.

" Kawaley stated that Bermuda should be considered as another avenue for doing business in Africa. A tax-
neutral jurisdiction, with a tax treaty with the U.S. and no corporate income taxes, Bermuda can give a
business registered there a higher level of profits which can then be reinvested, particularly in African
infrastructure. One of the main challenges of Africa is investing in the continent's infrastructure.
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CBC/CFA FOREIGN AFFAIRS BRAINTRUST

Annually, the Constituency for Africa organizes a forum on Africa in conjunction with the CongressionalBlack Caucus (CBC) to ensure that Africa is not left out during this high-level policy discussion andgathering. This year's event was chaired by CBC Chairman Congressman Donald M. Payne (D-NJ) andfocused on "Conflict Resolution in Africa: Diplomacy in Action." Five other members of the CBC werefeatured and presented opening statements. Closing statements were made by C. Payne Lucas, President,Africare and Melvin P. Foote, executive director, Constituency for Africa.

At the beginning of this session, the Chairperson of the Congressional Black Caucus, Cong. Donald M. Paynepresented an overview of the topic and set the stage for further discussion. He deplored the marginalizationof Africa in the U.S., stating that Africa's tragedies do not receive the attention they deserve. He alsoquestioned the lack of proactive measures on the part of the U.S.

Congressman Payne also urged strong African-American support for the United Nations, aninternational body in which African-Americans have been involved since its inception. He said that theAfrican-American community was proud of Secretary General Boutros Boutros Ghali, an African and aman who has helped put African issues on the front burner of international discussion.

Keynote Address: His Excellency Boutros Boutros Ghali
Secretary General of the United Nations

Secretary General of the
United Nations,

Boutros Boutros Ghali.

Secretary-General Boutros Boutros Ghali linked the work of the United Nations in Africa directly to Africanand American history and interests. The U.N. is a dream and creation of the U.S. and African-Americans haveplayed a leading role in it, from the work of Ralph Bunche to Andrew Young, Donald McHenry and others. Thisinvolvement has ensured that the U.S. remain an active participant in African problems.

On Africa, Boutros Ghali suggested four ways in which conflicts can be resolved there:
1.) Diplomacy - too often in Africa, military action is taken before diplomacy has even begun. But

when the U.N. has engaged in diplomacy conflict has been averted or stopped. The U.S., especially
the CBC, should take the lead in promoting diplomacy in Africa as an option.

2.) Disarmament is an essential confidence building measure in Africa. Action is needed now to
stop the flow of conventional arms to Africa. 27



3.) Reinforcing regional cooperation, first between the U.N. and the Organization of African Unity

(O.A.U.) is important. The O.A.U. needs to play a greater role in African conflict resolution and

peacekeeping. Boutros Ghali thanked the CBC for its support, within American power circles,

of O.A.U. activities.

4.) Peace building - combining many dimensions in a comprehensive effort. The idea is to remove

the causes of conflict and solidify the achievements of peace. The CBC should continue to promote

democracy and the rule of law, debt relief and innovative trade and investment policies for Africa,

in the tradition of Ron Brown.

SUMMARY OF STATEMENTS MADE BY MEMBERS OF THE

CONGRESSIONAL BLACK CAUCUS

Mr. Alcee L. Hastings, M.C. Mr. Victor 0. Frazer, M.C. Ms. Cynthia McKinney, M.C.

Mr. Albert Russell Wynn, M.C. Mr. Earl Hilliard, M.C.

" Africa's problems need the cooperation of the African- American community. Lack of participation

has led to total neglect of the continent's problems by the U.S. A strong American constituency for

Africa is essential. What happened in Liberia, for example, would not have happened in say, England,

because the constituency would not have permitted it.

* An alternative to reduced aid to Africa must be found. Perhaps each member of the Congressional

Black Caucus and other members of congress can adopt an African country and advocate on its behalf

in American political and financial circles. Also, programs for peace, such as were put in place in

Europe after World War II, can be tried in Africa with adaptations.

" Africans themselves should become more introspective and strive to resolve a lot of their problems

among themselves. In the final analysis they are responsible.

" A U.S. led integrated development program for Africa is imperative. Africa's market for U.S. goods is

directly related to job creation here at home. U.S. economic interests in Africa are just as crucial as

anywhere else in the world.

Ff PANEL I: US/UN INTERVENTION IN LIBERIA

Ellen Johnson Sirleaf
Assistant Administrator/Director, Bureau for Africa

United Nations Development Programme

Salih Booker
Council on Foreign Relations

Herman J. Cohen
Ambassador
Senior Advisor, Global Coalition for Africa

Panelists agreed that Liberia was a special case for the U.S. because of the historical ties between

the two countries. During the cold war Liberia never failed the U.S. A debt of gratitude is owed Liberia

by this country. Thus it is imperative that the U.S. take a leading role in resolving the civil war currently

raging in the country.
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Ellen Johnson Sirleaf, Assistant Administrator and Director of the Bureau for Africa of the United Nations
Development Programme emphasized three points in this discussion:

1.) that the senseless war in Liberia is not one of politics or ethnicity but a commercial war by those
who seek the resources of the country.

2.) that the Liberian situation may actually be aided by 'a sea change' in African political circles,
where governments are now willing to have intervention forces to resolve conflicts in African
countries, something that was taboo just a few years back. This helps mediators negotiate firm
agreements with the antagonists in the conflict because agreed upon plans will have the force of
intervention behind them.

3.) that the U.S. should exercise strong leadership, finding a solution to the Liberian problem because
only a firm U.S. position will lead others to follow agreed upon plans. U.N. backed intervention
forces need the power of the U.S. behind them to be effective.

Ellen Johnson Sirleaf's remarks also are reflected in the following suggested solutions to the Liberian
civil war presented by other panelists:

* support disarmament of the combatants; the 60,000 armed children should then be reintroduced into
civil society through education and training, once they have been disarmed.

" pressure the warlords in Liberia to commit to the peace plan (ECOMOG) which includes democracy
and free elections.

* insist that disarmament precede any elections to be held and that the U.N. be in charge of the
elections there.

e establish a special fund for Liberian reconstruction after the civil war; the CBC should take the
lead on this.

* exercise strong leadership on the part of the U.S. including U.N. military operations inside the country
if the warlords do not adhere to agreed upon plans.

* ensure that the U.N. has strong U.S. backing if military intervention is contemplated in Liberia.

F_ PANEL II: GENOCIDE IN RWANDA/BURUNDI

Alison DesForges
Consultant
Human Rights Watch-Africa

Jeff Drumtra
Africa Policy Analyst
U.S. Committee for Refugees

The Honorable Howard Wolpe
U.S. Special Envoy for Burundi

Again, the U.S. must play a major role in both Rwanda and Burundi, in conjunction with regional
initiatives. People in that part of the world listen to what the U.S. is saying and are always looking for
American reaction to what they do. Strong statements by U.S. officials, especially the enforcement of
all international conventions regarding genocide and other human rights violations may deter the
antagonistic parties from carrying out their plans.
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In Rwanda, funding is essential for the tribunal prosecuting acts of genocide. Without this funding it

looks like the world is not serious about that tragedy. Human rights monitors are also needed to ensure

that human rights there are not violated by the current rulers.

In Burundi, the U.S. and Europe must coordinate their activites with the efforts currently being taken

by regional governments in East Africa. A world speaking with one voice will force the government

there to negotiate with its opponents, rather than engage in ethnic cleansing. Sanctions imposed by
other African countries against Burundi should be supported. There is also a need for contingency

planning if massive violence erupts there. The long-term goal in Burundi is for the parties in that

conflict to embrace the concept of power sharing and protection of minority rights. The U.S.

should be working towards that.

[0 PANEL III: TRADE AND HUMAN RIGHTS IN NIGERIA

Chief Anthony Enahoro
NADECO

Vivian Lowery Derryck
Senior Advisor
African Leadership Forum
and International Policy Advisor
Academy for Educational Development

Administration Response

Ms. Susan E. Rice
Special Assistant to the President
and Senior Director for African Affairs
National Security Council

Discussion of Nigeria centered on whether or not sanctions should be imposed on the current

government because of human rights violations and lack of democracy. Panelists agreed that Nigeria has

failed the democracy test on all measures. Panelists also agreed that support for organizations promoting

a civil society should be intensified. The issue was how to get the rulers of Nigeria to begin the

democratization process, and two options were proposed:

1.) existing sanctions against Nigeria should be maintained with threats of stronger sanctions to

follow if there is no significant progress towards democracy in the next two years, a time frame

the Nigerian government has set for itself. This is the 'combination of sanctions and talking

approach'. The U.S. should negotiate but with benchmarks under which the Nigerian

government will be judged, failure of which would result in more punitive sanctions,
including an oil embargo.

2.) the U.S. should pursue selective engagement as opposed to sanctions. While maintaining the

threat of sanctions, the U.S. should pressure Nigeria to move towards resolution of the problem,

with tangible carrots from the U.S. if they actually move towards democratization. More

punitive measures will stiffen the resolve of the government leading to more repressive measures.

30



CONCLUSION

The Ronald H. Brown African Affairs Series concluded with a luncheon where the Constituent of the Year
Award was posthumously presented to the late Secretary. The keynote speaker at the luncheon was U.N.
Under-Secretary-General for Peace-keeping Operations Kofi A. Annan, who in his remarks stressed thatthere were five crucial lessons that have been learned in coping with conflict in Africa:

* rapid deployment of troops to a crisis situation to establish a credible presence before
a conflict explodes,

* regional cooperation and sub-regional initiatives in which neighboring states in an area with a crisis
band together and act decisively to quell a potential conflict,

* offering positive incentives, such as development assistance and demobilization programs so that parties
in conflict see genuine benefits to a settlement of a conflict,

* acquiring an in-depth understanding of a potential or actual conflict and then responding
appropriately and effectively, based on solid political analysis and formulation of clear mandates
from the parties concerned,

* acquiring a strong and sustained political will by international organizations like the U.N. and the
O.A.U. to face the challenges of a conflict until final resolution.

Ambassador Annan said that these five lessons were ones which Secretary Brown understood well. Annan
said that like President Nelson Mandela of South Africa, Secretary Brown understood that in the history of
nations, generations have made their mark through their acumen in appreciating critical points and, with
determination and creativity, seizing the moment, as he did in promoting economic and trade ties with
Africa and helping resolving its conflicts. The most fitting tribute that can be made to Ronald Brown
would be to seize the moment and take that opportunity.

4'J 4

Keynote speaker, United Nations Under-Secretary-General
for Peace-keeping Operations Kofi A. Annan.

Michael Brown (c) accepts Constituent of the Year Award from
Melvin Foote, while Congressman Donald Payne (D-NJ)
and Vivian Derryck applaud. 
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2.

3. 4

(1.) Africare President C. Payne Lucas talks with 6.
Ellen Johnson Sirleaf, UNDP.

(2.) "Doing Business with Africa" panelists (I to r)

Joe Parker, General Motors; Bella Marshall,
Barden International; and Michael Sudarkasa,
21st Century Africa, Inc.

(3.) Rosetta Gainey president of R.G. Gainey
& Associates Tours, Inc. poses with
Michael Brown who receives Senegalese sand

painting at the Award Luncheon.

(4.) Congressman Donald Payne (D-NJ) presenting

opening remarks at the Congressional Black Caucus 7.

Braintrust on Foreign Affairs.

(5.) Chuck Taylor, coordinator for CFA Science

and Technology Working Group, with Secretary
O'Leary and CFA Executive Director Melvin P. Foote.

(6.) Keynote speakers Amb. Moose (1st left) and Sen.

Moseley-Braun (center) pose with Amb. Ibrahima Sy

of the OAU (2nd left), Melvin Foote, Vwian Derryck
and Mrs. Sirleaf, following the human rights
and democracy forum.

(7.) Melvin Foote greets Walter Sisulu, ANC.
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The Barden Companies, Inc.

Ambassador Herman Cohen
The Global Coalition for Africa

Ambassador Ibrahima Sy
Organization of African Unity
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Mr. Learned Dees
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