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THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE:

TO:

FROM:

EXTENSION:

SUBJECT:

April 13, 1995

Mr. James D. Wolfensohn
Matthew F. McHugh ﬁl.;
80309

A Second Day of Meetings on the Hill

As you and Jane wrestle with the complexities of your schedule, I hope that you will
consider at least another half-day of meetings on the Hill. The Senate will reconvene the
week of April 24, with the House coming back the following week. Thus, one day in early
May would be most advantageous, if you can manage it.

Shortly after Congress returns we anticipate that relevant committees of the House
and Senate will begin to consider the FY96 Budget Resolution and, hopefully, the
authorization for the third year of IDA 10. The House subcommittee chaired by Rep.
Callahan will likely mark-up the foreign aid appropriations bill later in May. Accordingly,
while many judgments will not be finalized until the Fall, important preliminary decisions
will be made starting next month.

With your help, we have met with many of the key legislators and staff on the House
side. This effort will continue, but, given the limited time that you may have available, I
would like to put a priority on your meeting with Senators. The only exceptions would be a
meeting with Speaker Gingrich, if one can be arranged, and perhaps with Charlie Wilson.

On the Senate side, I see the following Committees and individuals as most
important:

(1) Senator Dole. Given the obvious demands on his schedule, this will be
difficult to arrange. When we had lunch on the Hill, there was some mention of your
calling either Brent Scowcroft or Nick Brady to help put this together. This might be
necessary if we decide to pursue Senator Dole.

(2) Foreign Relations Committee. We are advised that Senator Helms plans

to begin mark-up of two bills in early May, the foreign aid authorization bill and the
State Department reorganization bill. He is anxious to have bipartisan support from
Senators like John Kerry and Diane Feinstein, and in this context may be willing to
include the IDA authorization in the foreign aid bill if they urge him to. With this in
mind, it would be helpful if we could arrange meetings for you with Senators Helms,
Kerry, Feinstein, Lugar, and Kassebaum. Sen. Sarbanes is an IDA supporter, and

would be pleased to see you, but he is likely to oppose Helms’ initiatives because of
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his opposition to the State Department reorganization. We will get more information
from staff on all of this over the next few weeks.

(3) Budget Committee. As noted in a prior memo, the Budget Resolution
does not usually identify spending for particular accounts, but rather sets a ceiling for
all discretionary spending in the aggregate. The Appropriations Committee then
allocates spending among the various appropriations functions, including foreign aid.
However, there are some legislators who would like the Resolution to give more
specific instructions on which programs to cut. We are hopeful that normal
procedures will be followed. With this in mind, it would be helpful to see Senator

Domenici, the Chairman of the Committee.

(4) Appropriations Committee. The Foreign Operations Subcommittee

usually does not schedule its mark-up until after the House has passed its bill. In
most years this means a mark-up in September. It could come sooner, but probably
not before June or July in any case. At some point we should see Senators
McConnell and [ eahy, the Chairman and Ranking Member, respectively, but under
the circumstances they are not as high a priority now as the others. We will also want
to take advantage of the offer by Senator Hatfield to host a lunch for you with a
number of his Appropriations Committee members.

In discussing your schedule with Jane, it seems that the best I can hope for is to get
you for a full morning in early May, including perhaps a breakfast and lunch. If you are able
to identify a day in early May, we will immediately work to arrange meetings with as many
of the foregoing legislators as possible. As you requested, we will have a briefing book
available for your review before those meetings.

cc: Mss./Messrs. Sven Sandstrom, Gautam S. Kaji, Richard Frank (EXC); Johannes Linn
(FPRVP); Paula Donovan (FRMDR); Mark Malloch Brown, Judith Maguire (EXT)

memos/hill2nd.jdw
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SCHEDULE
FOR TUESDAY, MARCH 28, 1995

Rep. Jim Leach (R-Iowa), Chairman, Committee on Banking and Financial
Services, Room 2186 Rayburn

Rep. Michael Castle (R-Del.), Chairman, Subcommittee on Domestic and
International Monetary Policy of the Banking Committee, Room 1207
Longworth

Rep. Bob Livingston (R-La.), Chairman, Appropriations Committee, Room
H218 Capitol

Rep. David Obey (D-Wis.), Ranking Democrat, Appropriations Committee,
Room 2462 Rayburn

Rep. Sonny Callahan (R-Ala.), Chairman, Foreign Operations Subcommittee
of Appropriations Committee, Room H144 Capitol

Luncheon at La Colline, 400 N. Capitol St., NW, with Republican staff
members of key House and Senate committees.

Confirmed:

Jim Dyer, Staff Director, House Appropriations Committee

Charlie Flickner, Staff Director, House Foreign Operations
Subcommittee

Jim Bond, Staff Director, Senate Foreign Operations Subcommittee

Also Invited:

Gardner Peckham, Speaker Gingrich’s Staff
Robin Cleveland, Senator McConnell’s Staff

Rep. Charlie Wilson (D-Tex.), Ranking Democrat, Foreign Operations
Subcommittee of the Appropriations Committee, Room 2256 Rayburn

Sen. Patrick Leahy (D-Vt.), Ranking Democrat, Appropriations Committee,
Room 433 Russell



THE WORLD BANK/IFC/M.1.G.A.

OFFICE MEMORANDUM

DATE:

TO:

FROM:

EXTENSION:

SUBJECT:

March 27, 1995

Mr. James D. Wolfensohn

Matthew F. McHugh @‘&

80309
Background Information for our Visits on the Hill

Our schedule for Tuesday has now been finalized and I am attaching the schedule for
your reference. As you know, unanticipated meetings and roll call votes could require last
minute adjustments, but at the moment the schedule looks firm. Unless I hear from you to
the contrary, Jane and I will plan to meet you at 8:15 a.m. upon your arrival at National
Airport.

Since this will be your first Hill visit in connection with Bank business, I should alert
you to cautions previously expressed to me by Mr. Shihata. He takes a rather restrictive
view of what we may appropriately say and do in contacts with legislators, relying
primarily on Article III, Section 2, of our Articles. Among other things, that Section states
that the Bank shall deal with its member governments only by or through their Treasury or
other similar agencies.

In essence, Mr. Shihata believes that the Bank may provide information to legislators
on our activities, particularly in response to requests from them, but that the Bank should
not lobby for specific pieces of legislation. This is a fine distinction, to be sure, but one
which has guided Bank contacts in the past. It helps to explain why Bank personnel have
not been more pro-active previously. Now, given the much greater threat to IDA
appropriations, the Treasury and others are pressing us to do much more, and many of us
believe that it is in our interest to do so. In fact, we have substantially escalated our
contacts on the Hill in recent months, but you should be aware of Mr. Shihata’s concerns.
When you have more time I will share with you a memo he has written on the subject..

I do not think that there is any problem with your visits tomorrow, which are in the
nature of courtesy calls. There won’t be much time for detailed discussions in any case.
However, for your information I am attaching a set of talking points that highlight many of
the facts we have been citing to demonstrate how the Bank serves U.S. interests You
cannot possibly cover all of these in our meetings, but you may want to touch on a few that
strike you as particularly persuasive.

You may wish to consider, for example, the following points:

(1) As the Bank’s new President, you are anxious to have the advice,
understanding, and support of Members of Congress. This is the reason you are
taking this early opportunity, even before assuming office, of meeting with key
members and staff.
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(2) You recognize that Congress is faced with some tough decisions on
spending and that all programs, including U.S. support for the Bank, must meet
the test of effectiveness in promoting U.S. interests.

3) U.S. leadership in the Bank has enabled it to be the single most significant
actor in promoting economic reform and growth in the developing world, and in
reducing poverty through its technical advice and lending for education, health,
and other human resource projects. This has been of direct benefit to the United
States, as for example in contributing to the expansion of its export markets.

4) Although most of the Bank’s resources are raised in the private capital
markets, its ability to promote growth and development in the poorest countries is
dependent on appropriations for IDA. U.S. appropriations are critical for IDA
because for every dollar the U.S. contributes, four additional dollars are contributed
by other countries. If the U.S. substantially cuts back on its commitments, other
countries will likely do the same and valuable ground will be lost in developing
countries just when many of them are beginning to pursue sound economic and
political reforms.

(5) At a time of constrained budgets, both here and in other donor countries, it is
particularly important to apply limited resources to those programs that have the
greatest impact and return on investment. Because U.S. contributions to the Bank
leverage so many other resources for development, they have the greatest impact and
return.

(6) You are determined to make the Bank an even more effective and efficient
institution, but at this critical moment you would appreciate a vote of confidence from
the Congress. Your first days as President will be determined, at least in part, by
Congress’ support for the commitments previously made by the U.S. to IDA.

Finally, since my last memo there has been one legislative development that you
should be aware of . On Friday, the Senate Appropriations Committee marked-up the
second rescission bill, which differs considerably from its House counterpart. In addition to
providing greater protection to certain popular domestic programs, the Senate bill would
recapture $100 million in previously appropriated foreign aid funds. However, the decision
as to which accounts will bear the burden of this rescission is left to the Administration. I
would expect that prior to conference between the House and Senate there will be
negotiations between the conferees and the Administration to more particularly identify
these accounts. Of course, the bill could also be modified on the Senate floor.

Attachments

cc: Mss./Messrs. Sven Sandstrom, Gautam Kaji, Richard Frank (EXC), Johannes Linn

(FPRVP); Paula Donovan (FRMDR), Mark Malloch Brown, Judith Maguire (EXT)
Hillback.jdw



TALKING POINTS

The World Bank: A Solid Financial Institution

The World Bank is a bank, not a foreign aid agency. Millions of Americans, through U.S.
pension funds, are investors in World Bank bonds, and for good reason:

e World Bank bonds have a AAA rating with Moody’s and Standard & Poor’s. This has
enabled the Bank to raise close to $100 billion from private capital markets, which
finances 75% of its lending operations.

e The Bank does not write off debt nor reschedule loans.

98% of its loans are current. Loan disbursements stop when a country is 60 days in
arrears.

e No borrower has ever defaulted on a Bank loan.

The Bank is cutting costs, reducing administrative expenses 12% over the next two
years.

U.S. Contributions to the World Bank: A Good Investment in Tight Budgetary
Times

In tight budgetary times, the U.S. contribution to the World Bank is an even better
investment:

o The Bank gives the “biggest bang for the buck” in developing U.S. export markets:
for every dollar contributed by the U.S., other nations contribute $5. In addition, most
of the Bank’s resources are not raised from governments, but from capital markets and
loan repayments. There is no similar leverage for U.S. bilateral assistance.

e Every dollar contributed supports over $60 in development financing from other
sources.

e U.S. interests are well-protected at the Bank: the United States is the Bank’s biggest
shareholder, with 17% of the votes.

The World Bank Invests Where It Counts: Developing U.S. Jobs & Export Markets

Over 80% of the world’s population lives in the developing world, which accounts for
50% of the world’s purchasing power. The World Bank has invested wisely in the
developing world, and the U.S. has been a major beneficiary:

e More than 40% of U.S. exports go to developing countries. This total has doubled in
just the last seven years, from $91 billion to $197 billion.

e U.S. exports to developing nations account for 4 million American jobs.
U.S. exports to countries receiving Bank loans have grown an average $5.6 billion a
year.



American firms also benefit directly from Bank-financed projects:

U.S. businesses have received almost $23 billion in procurement contracts since the
Bank began.

Recent contract awards include: a $155 million contract for the McDermott Company
of Louisiana to provide steam generating equipment in China; a $190 million contract
for the M. W. Kellogg firm in Houston for a fertilizer facility in Indonesia; a $21.5
million contract for MUCIA, a consortium of 10 midwestern universities, for a
Malaysian educational center.

Growth of U.S. Exports is No Accident: The Bank’s Pro-Growth Loan Conditions

The World Bank sets strong, pro-growth conditions for its loans. Again, this has had a
direct payoff for U.S. businesses:

The Bank has made some 250 loans to 75 different countries which include conditions
for trade liberalization. These loans went to countries that imported one-fourth of
total U.S. exports.

Overall, U.S. exports to these countries increased 12% a year after these policy-based
loans were implemented.

Over a six-year period, U.S. exports to countries receiving these loans increased from
$55 billion to $99 billion a year.

IDA — Investing in Tomorrow’s Markets

A World Bank affiliate — the International Development Agency (IDA) — makes loans to
the world’s poorest nations; 85% of its loans are made to countries where per capita
incomes average about $40 a month.

In 1994, the U.S. contributed just over one billion dollars to IDA. For every dollar
contributed by the U.S., other nations contributed four dollars.

IDA has been a good investment for the United States, creating new demand for
American products. For American firms, workers and farmers, IDA has invested
where it counts.

In 1993, U.S. exports to IDA borrowers totaled $20.3 billion, a 40% increase over the
last six years.

IDA “graduates” countries when their per capita income exceeds a certain level. The
20 countries which have graduated from IDA bought $42 billion in U.S. exports in
1993.



Setting the Stage for Economic Growth

The U.S. can’t expect to export its products to countries with a population that’s too
poor, too sick, or too uneducated to make the transition to a healthy, growing economy.

Let’s look at the facts:

e One billion people in the developing world still live on less than $1 a day.
One billion people do not have access to safe drinking water; 1.7 billion lack adequate
sanitation facilities.

e Within the next generation, three billion more people will be added to the five billion
already on the planet — and 90% of those three billion will be in the poorest countries.

Children suffer the most:

e Nearly eight million children die each year from diseases linked to dirty water and air
pollution.

¢ Fifty million children are mentally or physically impaired because of inadequate
nutrition, and 56% of child deaths are caused by malnutrition.

e In places like Sub-Saharan Africa, one child in six dies before they are five years old.

e By 1998, roughly 150,000 children will have died of AIDS and another 300,000 will
be infected with the virus.

e More than 130 million children do not get the chance to go to school, and 80% of
those children are girls.

The World Bank helps set the stage for economic growth by improving basic living
standards, through investment in education, health, nutrition and infrastructure:

The Bank is now the largest external financier of health, education, and nutrition
programs in the world:

e Bank lending in these areas has increased to $3 billion a year, and will grow by 50% in
the next three years.

o The Bank is the biggest single source of external lending for education in the
developing countries. Education lending has more than doubled in recent years
averaging $2 billion annually in 1989-94.

e The Bank is the world’s largest lender for AIDS prevention and control; total lending
now approaches $600 million.



The World Bank and IDA: Protecting the Environment

Since 1986, the Bank has invested $9 billion in environmental projects — $2.5 billion in
1994 alone.

Lending for pollution control and the urban environment totaled $2.7 billion in the last
two years.

Some $1.4 billion in lending over the same period helped to protect natural resources
and the rural environment.

The Bank backs the preparation of comprehensive environmental action plans for all
IDA recipient countries. By mid-1994 more than 30 countries had prepared such
plans, and that number is expected to double in this year alone.

A recent World Wildlife Fund report concluded: “continued participation of the U.S.
in the financial support of IDA is a sound and cost-effective investment in global
economic, political and environmental security.”

IDA Investments Have Produced Real Successes

Private investors look to IDA to set the conditions that will force African governments
to operate with greater accountability, respect the rule of law, enforce contracts and
property rights, and govern more consistently and less arbitrarily.

IDA is in the forefront of the battle to promote market reforms and an end to state
domination of African economies. About 25% of IDA lending for Africa supports
these reforms. And these loans are beginning to show results.

Between 1988 and 1993, 21 countries undertaking reforms in Africa had positive
growth — and half of them had growth rates of 4-5%.

In IDA-supported countries, infant mortality rates have dropped by about 50% and life
expectancy has increased by eight years.

Since 1970, with help from IDA, 47% more people have access to safe water.

IDA school programs have helped boost primary school enrollment by 36%.

With a billion people still living in desperate poverty, support for the World Bank and
IDA helps create jobs, boost exports, build markets, promote economic reform, and
improve the quality of life for the poorest people of the world. It is one of the best
investments the U.S. can make.



THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM

DATE:

FO:

FROM:

EXTENSION:

SUBJECT:

March 23, 1995

Mr. James D. Wolfensoh;}r

Matthew F. McHugh ( %’ 24

80309

Further Background Information for Hill Visits

Our schedule of appointments on the Hill next Tuesday is progressing, and I am
hopeful that we will have a productive day. I will provide you with a final schedule prior to
that time, as well as a set of talking points for your consideration. In the meantime, I am
attaching for your information a list of House and Senate members that Shelley Feist
provided and which is indexed to indicate the nature of your prior contacts with these
members. Also attached are the membership lists for the House and Senate committees that
have some relevance to the Bank.

I have given some thought to your attendance at the Gridiron dinner and to which
members you might give special attention if you have the opportunity. In addition to
members of the Republican leadership, particularly Senator Dole and Speaker Gingrich, I
think it would be most beneficial to touch base with members of the two Appropriations
Committees. As you know, we are concerned about the rescission bills which potentially
could recapture up to $617 million from last year’s IDA appropriation. As you will recall
from my earlier memorandum, although neither of the two rescission bills passed by the
House affect IDA, the first rescission bill passed by the Senate would recapture $70 million
from IDA. We expect the Senate Appropriations Committee to shortly be working on the
second rescission bill, and there could be a conference between the House and Senate on
these rescissions prior to the Congressional recess which begins on April 7. We are
advised by Senate staff that there is no plan to include IDA in the second rescission
package, but this is no guarantee.

Accordingly, if you have the opportunity to see them at the dinner, it would be useful
to talk with Senators Hatfield, McConnell and Leahy, as well as Representatives

Livingston, Callahan and Wilson.

Please let me know if you would like additional information before Tuesday.

Attachments
HillAppts.jdw



MAR-21-95 TUE 15:45

JFK CTR CHAIRMAN

FAX NO. 2024168018

JAMES D. WOLFENSOHN CONGRESSIONAL CONTACTS

HOUSE

Rep. Norman Dicks +
Rep. John J. Duncan +
Rep. Vic Fazio

Rep. Dick Gephardt
Rep. Wayne Gilchrest +
Rep. Amo Houghton
Rep. Joe Kennedy *
Rep. Patrick Kennedy *
Rep, Bob Matsui

Rep. Joe McDade !+
Rep. George Miller +
Rep. Norman Mineta I+
Rep. Eleanor Holmes Norton +
Rep. Major Owens *
Rep. Nancy Pelosi

Rep. Glennn Poshard
Rep. Ralph Regula +
Rep. Charles Schumer *
Rep. Andrea Seastrand +
Rep. Bud Shuster !+
Rep. Jim Traficant +
Rep. Bruce Vento +
Rep. Pat Williams

Rep. Charles Wilson !

Rep. Sidney Yates *!+

Zep.La: I’bﬂwH?fh

SENATE

Sen. Max Baucus !

Sen. Bill Bradley *

Sen. John Breaux *

Sen. John Chafee !

Sen. Chris Dodd *

Sen. Bob Graham *

Sen. Slade Gorton +

Sen. Tom Harkin *

Sen. Mark Hatfield !

Sen. J. Bennett Johnston
Sen. Nancy Landon Kassebaum
Sen. Edward Kennedy *!
Sen. John Kerry *

Sen. Frank Lautenberg

Sen. Patrick Leahy

Sen. Carl Levin *

Sen. Joe Lieberman *

Sen. Richard Lugar *

Sen. Carol Moseley-Braun*
Sen. ie] Patrick Moynihan *
Sen. Sam Nunn *

Sen. Charles Robb *

Sen. Jay Rockefeller *

Sen, Alan Simpson

Sen. Arlen Specter *

Sen. Ted Stevens

Sen. John Warner

* = CAMPAIGN CONTRIBUTIONS (INCLUDES 89-90, 91-92 & 93-94 CYCLES)
+ = EXPOSURE THROUGH KEN CEN AUTHORIZING OR APPROPS CMT1ES,

I = KEN CEN BOARD OF TRUSTEELS
UNDERLINED = PERSONAL RELATIONSHIP

P. 03



SENATE

COMMITTEE ON APPROPRIATIONS

Mark O. Hatfield, OR, Chairman

Ted Stevens, AK
Thad Cochran, MS
Arlen Specter, PA
Pete V. Domenici, N\M
Phil Gramm, TX
Christopher S. Bond, MO
Slade Gordon, WA
Mitch McConnell, KY
Connie Mack, FL
Conrad R. Burns, MT
Richard C. Shelby, AL
James M. Jeffords, VT
Judd Gregg, NH
Robert F. Bennett, UT

SUBCOMMITTEE ON FOREIGN OPERATIONS

Mitch McConnell, KY, Chairman

Arlen Specter, PA
Phil Gramm, TX
Connie Mack, FL
Richard C. Shelby, AL
James M. Jeffords, VT
Judd Gregg, NH

Robert C. Byrd, WV
Daniel K. Inouye, HI
Ernest F. Hollings, SC

J. Bennett Johnston, LA
Patrick J. Leahy, VT
Dale Bumpers, AR
Frank R. Lautenberg, NJ
Tom Harkin, TA
Barbara A. Mikulski, MD
Harry Reid, NV

J. Robert Kerrey, NE
Herb Kohl, WI

Patty Murray, WA

Patrick J. Leahy, VT
Daniel K. Inouye, HI
Frank R. Lautenberg, NJ
Tom Harkin, TA

Barbara A. Mikulski, MD
Patty Murray, WA



HOUSE OF REPRESENTATIVES

COMMITTEE ON APPROPRIATIONS

Bob Livingston, LA, Chairman

Joseph M. McDade, PA
John T. Myers, IN

C. W. Bill Young, FL
Ralph Regula, OH

Jerry Lewis, CA

John Edward Porter, IL
Harold Rogers, KY

Joe Skeen, NM

Frank R. Wolf, VA
Tom DeLay, TX

Jim Kolbe, AZ

Barbara F. Vucanovich, NV
Jim Lightfoot, IA

Ron Packard, CA
Sonny Callahan, AL
James T. Walsh, NY
Charles H. Taylor, NC
David L. Hobson, OH
Ermest J. Istook, Jr., OK
Henry Bonilla, TX

Joe Knollenberg, MI
Dan Miller, FL

Jay Dickey, AR

Jack Kingston, GA
Frank Riggs, CA
Rodney P. Frelinghuysen, NJ
Roger F. Wicker, MS
Michael P. Forbes, NY

George R. Nethercutt, Jr., WA

Jim Bunn, OR
Mark W. Neumann, WI

David R. Obey, WI
Sidney R. Yates, IL
Louis Stokes, OH

Tom Bevill, AL

John P. Murtha, PA
Charles Wilson, TX
Norman D. Dicks, WA
Martin Olav Sabo, MN
Julian C. Dixon, CA
Vic Fazio, CA

W. F. (Bill) Hefner, NC
Steny H. Hoyer, MD
Richard J. Durbin, IL
Ronald D. Coleman, TX
Alan B. Mollohan, WV
Jim Chapman, TX
Marcy Kaptur, OH
David E. Skaggs, CO
Nancy Pelosi, CA

Peter J. Visclosky, IN
Thomas M. Foglietta, PA
Esteban Edward Torres, CA
Nita M. Lowey, NY
Ray Thornton, AR



COMMITTEE ON APPROPRIATIONS

SUBCOMMITTEE ON FOREIGN OPERATIONS

Sonny Callahan, AL, Chairman
John Edward Porter, IL

Frank R. Wolf, VA

Jim Lightfoot, IA

Ron Packard, CA

Joe Knollenberg, MI

Michael P. Forbes, NY

Jim Bunn, OR

Bob Livingston, LA, ex officio

Charles Wilson, TX

Sidney R. Yates, IL

Nancy Pelosi, CA

Esteban Edward Torres, CA
David R. Obey, WI, ex officio



SENATE

COMMITTEE ON FOREIGN RELATIONS

Jesse Helms, NC, Chairman Claiborne Pell, RI
Richard G. Lugar, IN Joseph R. Biden, Jr., DE
Nancy Landon Kassebaum, KS Paul S. Sarbanes, MD
Hank Brown, CO Christopher J. Dodd, CT
Paul Coverdell, GA John F. Kerry, MA
Olympia Snowe, ME Charles S. Robb, VA
Fred Thompson, TN Russell D. Feingold, WI
Craig Thomas, WY Dianne Feinstein, CA
Rod Grams, MN

John Ashcroft, MO



HOUSE OF REPRESENTATIVES

COMMITTEE ON BANKING AND FINANCIAL SERVICES

James A. Leach, IA, Chairman
Bill McCollum, FL

Marge Roukema, NJ
Doug Bereuter, NE

Toby Roth, WI

Richard H. Baker, LA
Rick Lazio, NY

Spencer Bachus, AL
Michael N. Castle, DE
Peter T. King, NY
Edward R. Royce, CA
Frank D. Lucas, OK

Jerry Weller, IL

J. D. Hayworth, AZ

Jack Metcalf, WA

Sonny Bono, CA

Robert W. Ney, OH
Robert L. Ehrlich, Jr., MD
Bob Barr, GA

Dick Chrysler, MI

Frank A. Cremeans, OH
Jon D. Fox, PA

Frederick K. (Fred) Heineman, NC
Steve Stockman, TX
Frank A. LoBiondo, NJ

J. C. Watts, Jr., OK

Sue W. Kelly, NY

Henry B. Gonzalez, TX
John J. LaFalce, NY
Bruce F. Vento, MN
Charles E. Schumer, NY
Barney Frank, MA

Paul E. Kanjorski, PA
Joseph P. Kennedy II, MA
Floyd H. Flake, NY
Kweisi Mfume, MD
Maxine Waters, CA

Bill Orton, UT

Carolyn B. Maloney, NY
Luis V. Gutierrez, IL
Lucille Roybal-Allard, CA
Thomas M. Barrett, WI
Nydia M. Velazquez, NY
Albert Russell Wynn, MD
Cleo Fields, LA

Melvin L. Watt, NC
Maurice D. Hinchey, NY
Gary L. Ackerman, NY
Ken Bentsen, TX



COMMITTEE ON BANKING

SUBCOMMITTEE ON DOMESTIC AND INTERNATIONAL
MONETARY POLICY

Michael N. Castle, DE, Chairman
Edward R. Royce, CA
Frank D. Lucas, OK
Jack Metcalf, WA
Robert W. Ney, OH
Bob Barr, GA

Dick Chrysler, MI

Jon D. Fox, PA

Frank A. LoBiondo, NJ
J. C. Watts, Jr., OK
Sue W. Kelly, NY

Floyd H. Flake, NY
Barney Frank, MA

Joseph P. Kennedy II, MA
Carolyn B. Maloney, NY
Lucille Roybal-Allard, CA
Thomas M. Barrett, WI
Cleo Fields, LA

Melvin L. Watt, NC



SENATE

COMMITTEE ON THE BUDGET

Pete V. Domenici, NM, Chairman J. James Exon, NE
Chuck Grassley, IA Ernest F. Hollings, SC
Don Nickles, OK J. Bennett Johnston, LA
Phil Gramm, TX Frank R. Lautenberg, NJ
Christopher S. Bond, MO Paul Simon, IL

Trent Lott, MS Kent Conrad, ND

Hank Brown, CO Christopher J. Dodd, CT
Slade Gorton, WA Paul S. Sarbanes, MD
Judd Gregg, NH Barbara Boxer, CA
Olympia Snowe, ME Patty Murray, WA

Spencer Abraham, MI
Bill Frist, TN



HOUSE OF REPRESENTATIVES

COMMITTEE ON THE BUDGET

John R. Kasich, OH, Chairman Martin Olav Sabo, MN
David L. Hobson, OH Charles W. Stenholm, TX
Robert S. Walker, PA Louise MclIntosh Slaughter, NY
Jim Kolbe, AZ Mike Parker, MS
Christopher Shays, CT William J. Coyne, PA
Wally Herger, CA Alan B. Mollohan, WV
Jim Bunning, KY Jerry F. Costello, IL
Lamar S. Smith, TX Harry Johnston, FL
Wayne Allard, CO Patsy T. Mink, HI

Dan Miller, FL Bill Orton, UT

Rick Lazio, NY Earl Pomeroy, ND

Bob Franks, NJ Glen Browder, AL

Nick Smith, MI Lynn C. Woolsey, CA
Bob Inglis, SC John W. Olver, MA
Martin R. Hoke, OH Lucille Roybal-Allard, CA
Susan Molinari, NY Carrie P. Meek, FL

Jim Nussle, IA Lynn N. Rivers, MI

Peter Hoekstra, MI Lloyd Doggett, TX

Steve Largent, OK

Sue Myrick, NC

Sam Brownback, KS

John B. Shadegg, AZ
George P. Radanovich, CA
Charles F. Bass, NH
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susJecT: Status of IDA Legislation on the Hill

U.S. contributions to the International Development Association (IDA) are our
primary concern on Capitol Hill this year. Pursuant to the current international agreement
to replenish IDA (IDA 10), the U.S. has pledged a total of $3.75 billion over three years,
i.e., $1.250 billion in each of the U.S. fiscal years 1994, 1995 and 1996. Last year’s foreign
aid bill for FY95 appropriated $1.235 billion, and the Administration has requested the full
$1.250 billion for FY96, plus an amount to cover some arrears.

With respect to FY935, one-half of the IDA appropriation ($617.5 million) is
vulnerable to a series of rescission bills now being considered by Congress. A rescission is

a bill to recapture a prior year appropriation that has not yet been committed or obligated.
IDA is vulnerable because of language in last year’s bill which fenced off one-half the
appropriation pending a certification by the U.S. Treasury that the Bank is implementing
certain reforms. Since Treasury may not certify until April 1, 1995, these funds have not
been committed and thus remain subject to a rescission until at least that date.

With respect to FY96, the Administration’s budget request of $1.250 billion to cover
the third year of IDA 10 is dependent on both an authorization and an appropriations bill.
The first two years of IDA 10 have been authorized, but authorization of the third year was
withheld to maintain pressure on the Bank to implement reforms in which certain members
of Congress have an interest.

Thus, of the $3.75 billion the U.S. has pledged to IDA 10, a total of $1.8675 billion
(plus some arrears) remain subject to Congressional review this year.

These IDA funds are at substantial risk because of circumstances that are both historic
and related to the current political climate. Until very recently, the Bank did not make an
effort to broadly educate members of Congress on the importance of IDA and its relevance
to U.S. interests. This was a mistake and one which we are now attempting to rectify, both
in Congress and with constituencies off the Hill. Traditionally, the Bank maintained a very
low profile, while the Treasury took the lead in working with a relative handful of key
members of Congress to secure the necessary legislation. Although this generally worked
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out, it resulted in most legislators being ill-informed or misinformed about the Bank and its
mission.

Beyond this pervasive ignorance about the Bank, we now have a situation in which
the House Republicans must generate substantial budget cuts to pay for their Contract with
America. To make their tax reductions and balanced budget amendment credible, they
must produce significant reductions in spending, including cuts in many popular domestic
programs. In this context, foreign aid cannot be exempt even though it represents less than
one percent of the budget; it also appears to be a special target for many Republicans.
Among the foreign aid accounts, IDA is a particularly tempting target because it is the
largest item after Israel and Egypt, which represent more than 40 percent of the aid budget
and are generally held harmless.

Given these circumstances, it is quite likely that IDA will sustain significant cuts
along with many other programs. The challenge we face is formidable, and one in which
you must play a vital role. In the short term, we must try to persuade key members of
Congress to protect IDA from drastic cuts in the FY95 rescission bills and in the FY96
budget. At the same time, we must put in place an aggressive and sustained campaign to
educate more members and their constituencies about the importance of IDA to U.S.
interests and leadership. The future of IDA, including IDA 11 which the donors are now
negotiating, will be strongly influenced by the success or failure of this effort.

The St

The House has already passed two rescission bills, neither one of which affects the
FY95 appropriation for IDA. The first would recapture about $2 billion to pay for
additions to the defense budget. The second would recapture about $17 billion in prior
appropriations to pay for domestic disaster assistance and to make a downpayment on
promised tax cuts and/or deficit reduction.

The Senate has passed one rescission bill, with a second to be considered by the
Appropriations Committee as early as this week. Although the first bill went through the
Appropriations Committee without touching IDA, an amendment was adopted on the
Senate floor which would recapture $70 million of last year’s IDA appropriation. Last
Friday, we picked up a rumor that the second bill would seek to recapture additional IDA
funds, but in checking with Senate staff we were unable to confirm this.

Our immediate task is to contact key Senate appropriators to keep IDA out of this
second bill, and then to persuade conferees in the House and Senate to adopt the House
position when they meet to reconcile the differences between the House and Senate bills.



Mr. James D. Wolfensohn -3- March 20, 1995

The Status of the FY96 Budget

Last week the House Budget Committee took the first step in the long budget process
by completing its version of the FY96 Budget Resolution. Strictly speaking, the Budget
Resolution does not directly affect IDA. However, if the Resolution is adopted it will
lower the aggregate spending ceilings for discretionary spending by $100 billion over the
next five years. The Appropriations Committee must then allocate spending among the
various discretionary accounts, including foreign aid, keeping total appropriations under the
spending ceilings set by the Budget Resolution. Because the spending ceilings have been
set so low, the Appropriations Committee will of necessity have to cut deeply into many
programs.

Moreover, when the Committee reported the Resolution the Budget Committee
Chairman, John Kasich of Ohio, released an illustrative list of discretionary programs that
he personally believes should be cut to meet the spending targets. This list was not voted
on by the Committee, but is an effort by Kasich to demonstrate that the spending ceilings in
the Resolution are realistic. Although the list is not binding on Appropriations, and indeed
exacerbates tension that has been developing between the two Committees (Appropriations
is jealous of its prerogatives), Kasich suggested that the U.S. should terminate its support
for IDA. He thereby identified savings of $2.8 billion over five years, a nebulous figure,
but one which reflects his lack of support for IDA.

The Senate Budget Committee has not yet acted, and it is unlikely that its Resolution
will have a direct impact on IDA in any case. However, it is our hope that any illustrative
list of program cuts released by Senator Domenici will avoid a similar mention of IDA.

As noted earlier, our primary task for FY96 is to obtain an authorization for the third
year of IDA 10, as well as a meaningful appropriation. Our main focus, therefore, must be
on the two authorizing Committees (Banking in the House and Foreign Relations in the
Senate), and on the respective Appropriations Committees. None of these committees has
yet acted on the FY96 requests.

The Bank Strategy

As you requested, I have attached to this memo a list of members of Congress and
staff that representatives of the Bank have contacted on behalf of IDA. Many have been
seen more than once, and will have to be seen again as the process unfolds. The Treasury
people have also been diligently working the Hill on our behalf, as have some members of
the Bretton Woods Committee.

Also attached is a list of key members of the House and Senate whom we would like
you to visit. As you know, we are working to arrange some of these appointments for
Thursday. By Thursday we will have a set of talking points for your review and guidance..
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Finally, I have attached for your information a brief description of the steps our
External Affairs Department has taken to begin putting in place a comprehensive campaign
to educate a broader spectrum of constituencies about the Bank. This will complement our
efforts on the Hill and, over the longer term, help to mobilize a wide variety of people who
can assist us.

I look forward to discussing this with you further, and to working with you in the
challenging days ahead.

Attachments

cc: Mss./Messrs. Sven Sandstrom, Gautam Kaji, Richard Frank (EXC), Johannes Linn
(FPRVP); Paula Donovan (FRMDR), Mark Malloch Brown, Judith Maguire (EXTDR)

Memos/IDAHILL.jdw
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Representatives of the Bank have contacted the following members of Congress and staff
on behalf of IDA (names of Bank representatives are in parenthesis):

The House of Representatives

Rep

Rep.

Rep.

Rep.

Rep.

Rep.

Rep.

Rep.

Rep.

Rep.

Rep.

Rep

Rep

- Robert Livingston, Chairman of the Appropriations Committee (McHugh,
Riddleberger)
Staff: M.L. (Tripp) Funderburk (McHugh)

David Obey, Ranking Democrat, Appropriations Committee (McHugh)
Sonny Callahan, Chairman, Foreign Operations Subcomittee of Appropriations
(McHugh, Donaldson)
Staff: Charles Flickner (McHugh, Riddleberger)
Nancy Tippins (McHugh)
Charles Wilson, Ranking Democrat, Foreign Operations Subcommittee (McHugh)
Staff: Kathleen Murphy (McHugh, Riddleberger)
Terry Peel (McHugh, Riddleberger)

Frank Wolf, Foreign Operations Subcommittee (McHugh)
Staff: Ann Campbell (Donaldson)

John Porter, Foreign Operations Subcommittee (Donaldson)

Ron Packard, Foreign Operations Subcommittee (McHugh, Donaldson)
Staff: Chris Peace (Donaldson)

Jim Bunn, Foreign Operations Subcommittee (Donaldson)
Staff: Jerome Hartle (Donaldson)

Joe Knollenberg, Foreign Operations Subcommittee (McHugh, Donaldson)
Staff: Martha Harrison(Donaldson)

Nancy Pelosi, Foreign Operations Subcommittee (McHugh, Donaldson)
Esteban Torres, Foreign Operations Subcommittee (McHugh)

. John Kasich, Chairman, Budget Committee (Stanton)
Staff: Wayne Struble (McHugh, Jaycox)

. Martin Sabo, Ranking Democrat, Budget Committee (McHugh)
Staff: Susan Warner (McHugh)



Rep.

Rep.

Rep.

Rep.

Rep.

Rep.
Rep.
Rep.
Rep.

Rep.

Rep.

Rep.

Rep.

Rep.

Martin Hoke, Chairman, Republican Budget Task Force on Foreign Aid (McHugh,
Stanton, Donaldson)
Staff: Brett Coulson (McHugh, Stanton, Donaldson)

Susan Molinari, Republican Budget Task Force (McHugh, Stanton, Donaldson)
Staff: Jody Triandiflou (McHugh, Stanton, Donaldson)

Charlie Bass, Republican Budget Task Force (Donaldson)
Staff: Beth Lang (Donaldson)

Jim Leach, Chairman, Banking Committee (Stanton)
Staff: Jamie McCormack (Riddleberger)
Tony Cole (Stanton)
Michael Castle, Chairman, International Development Subcommittee of Banking
(Stanton)
Staft: John Lopez (Riddleberger)
Doug Bereuter, Banking Committee (Stanton)
Ed Royce, International Development Subcommittee of Banking (Donaldson)
Barney Frank, Banking Committee (McHugh, Stanton)
Marge Roukema, Banking Committee (Stanton)
Lee Hamilton, Ranking Democrat, International Relations Committee (McHugh,
(Riddleberger)
Staff: Mike Van Dusen (McHugh)
Henry Hyde, Chairman, Judiciary Committee (Stanton, McHugh)
Donald Payne, Chairman, Congressional Black Caucus; International Relations
Committee (McHugh)
Staff: Frank Kiehne (McHugh)
Amory Houghton, Ways and Means Committee (McHugh, Stanton)

Thomas Bliley, Chairman, Commerce Committee (Riddleberger)

Other House Staff Members:

Gardner Peckham, Speaker Gingrich (McHugh, Stanton)
Robert Okun, Speaker Gingrich (McHugh, Maguire)
Lestor Munson, International Relations (Donaldson)
Frank Record, International Relations (Donaldson)
Mauricio Tamargo, Rep. Ros-Lehtinen (Donaldson)



The Senate

Sen. Pete Domenici. Chairman, Budget Committee (Preston, McHugh, Stanton)
Staff: Gregory Vuksich (Riddleberger)

Sen. Mark Hatfield, Chairman, Appropriations Committee (Stanton)

Sen. Richard Lugar, Foreign Relations Committee (McHugh)
Staff: Andy Semmel (McHugh)

Sen. Jim Jeffords. Foreign Relations (Stanton)

Other Senate Staff Members:
Jim Bond, Appropriations Committee (McHugh, Stanton, Riddleberger)
Tim Rieser. Appropriations Committee (McHugh, Malloch Brown, Maguire)
Janice O’Connell, Foreign Relations Committee (Donaldson)
Pam Norick, Sen. Murray (Riddleberger)
Brian Malnak, Sen. Murkowski (Riddleberger)

Memos/HILLCON.jdw



U.S. Senate

Senator Bob Dole, Majority Leader
Senator Pete Domenici, Chairman, Budget Committee
Senator J. James Exon, Ranking Democrat, Budget Committee
Senator Mitch McConnell, Chairman, Foreign Operations
Subcommittee of Appropriations
Senator Patrick Leahy, Ranking Democrat, Foreign Operations Subcommittee
Senator Richard Lugar, Foreign Relations Committee
Senator Nancy Kassebaum, Foreign Relations Committee
Senator Mark Hatfield, Chairman, Appropriations Committee
Senator Fred Thompson, Foreign Relations Committee

L.S:H tativ

Speaker Newt Gingrich, Speaker of the House

Rep. Bob Livingston, Chairman, Appropriations Committee

Rep. David Obey, Ranking Democrat, Appropriations Committee

Rep. Sonny Callahan, Chairman, Foreign Operations Subcommittee

Rep. Charles Wilson, Ranking Democrat, Foreign Operations Subcommittee
Rep. Jim Leach, Chairman, Banking Committee

Rep. Michael Castle, Chairman, International Development Subcommittee
Rep. Floyd Flake, Ranking Democrat, International Development Subcommittee
Rep. Doug Bereuter, Banking Committee

Rep. Benjamin Gilman, Chairman, International Relations Committee

Rep. Lee Hamilton, Ranking Democrat, International Relations Committee
Rep. Susan Molinari, Budget Committee

letters.list.jdw
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EXTERNAL AFFAIRS - DESIGN OF A US GRASSROOTS
CAMPAIGN IN SUPPORT OF IDA

Introduction

By tradition, the Bank has limited its activities on the Hill. That has changed
drastically in the last months as Matt McHugh’s note indicates.

Perhaps even more significant, however, the new actions outlined below
conform to our new strategic positioning: in all our global commmications
we are moving in a systematic way to escape our reputation as an aid agency
and taxpayer burden, and reposition ourselves as an innovative, sclf-financed
bank — a friend of the private sector in all its forms and the poor’s advocate in
the new “market-based” world.

o EXT has made a substantial investment in a “Boiler Room”, which has
greatly enhanced our capacity to get news out to the press, the Hill, and to
our allies in the IDA effort. We have purchased software lists of 150,000
U.S. media names, and hope to purchase similar lists for Europe. The
Boiler Room has been placed on a campaign “war-footing™ and is driving
a newly aggressive media, Hill and congressional district and state level
strategy. We have also invested in a media analysis service to measure
the effectiveness of this increased media activity; it will give us detailed
breakdowns by topic and reporter, and give us a “favorability rating” for
the coverage.

o We have hired Edelman Public Relations Worldwide to help us design and
implement 2 gragsroots campaigy in support of the Bank/IDA in the U.S.
The finn’s resources at our disposal include two seasoned campaign
operatives, who worked on the 1994 Republican House Campaign
Committee — as issues and media directors. Mike Deaver is also part of
this team working on our messages.

e We have undertaken a pilot grassroots outreach effort in two states - Ohio
and Texas - which will serve as a model for the future. The pilot is
utilizing the services of the Speakers Bureau and the Boiler Room. (This
effort is being spearheaded by new EXT staff people.) Richard Frank has
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just been in Ohio launching this effort, and Mark Malloch Brown will be
in Texas later this week.,

¢ We have established a new Speakers Program to place Bank staff before
key business, finance and civic groups throughout the U.S. with an
emphasis on states with Congressmen important to us.

e We are working closely with several of our natural allies -- energy and
agriculture (commodity) groups. The energy groups have testified in
support of the Bank, and written letters on our behalf. The agriculture
groups are willing to be helpful in a low-key way with selected Members.
The list of allies with whom we are working is expected to expand
significantly in the weeks ahead.

e Matt McHugh and Jessica Einhorn are meeting with the Bank’s
underwriters to explore where they might be of help to us politically.
(This is a sensitive area however.)

o Senior Management has given preliminary approval for EXT to launch a
“corporate jmage” advertising campaign for the Bank. The Bank has
never advertised, so this is a significant change in approach. EXT is
asking for up to $5 million in budget support for this campaign, and for
sponsorship of carefully selected television programming. We consider
this investment essential, as both in Washington and internationally, the
basic “foundation” knowledge among opinion-makers about the Bank is

e We are expanding our Government Affairs team with the recruitment of a
former Treasury legislative staffer, and a Republican consultant. Their

work will supplement efforts now underway by Edelman and by two full-
time staff and an additional part-time consultant.

e We have reorganized our media relationship managers for U.S. based prnt
and electronic media. This is allowing us to focus on sustained issue
management in the media. We are also encouraging coverage of Bank

projects in the field — always a better story than the headquarters story.



MAR 28 ’9S  ©@2:48PM WORLD BANK EXTDR P.4/4

o We have organized a Writers’ Group, built around senior in-house
writer/editors with a strong grasp of substantive issues, supplemented by a
pool of freelance writers. The Group is rewriting and redesigning virtually
all our public affairs materials, with initial priority on IDA materials.

The fact is though, we are dealing with a new House majority that has no
institutional memory of the World Bank, and with the accumulated
consequences of neglect of our Hill relations - because it was considered the

Treasury’s job not the Bank’s to cultivate these relations.
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KEY MEMBERS OF CONGRESS FOR THE
MULTILATERAL DEVELOPMENT BANKS

HOUSE OF REPRESENTATIVES:

Committee on Appropriations:

Chairman: Bob Livingston (R-Louisana)
Ranking Member: David Obey (D-Wisconsin)

SubCommittee on Foreign Operations:

Chairman: Sonny Callahan (AL)
Ranking Member: Charlie Wilson (D-Texas)

Committee on Banking and Financial Services:

Chairman: Jim Leach (R-Iowa)
Ranking Member: Henry Gonzales (D-Texas)

Subcommittee on Domestic and International Monetary Policy:

Chairman: Mike Castle (R-Delaware)
Ranking Member: Floyd Flake (D-New York)
SENATE:

Committee on Appropriations:

Chairman: Mark Hatfield (R-Oregon)
Ranking Member: Robert Byrd (D-West Virginia)

Subcommittee on Foreign Operations:

Chairman: Mitch McConnell (R-Kentucky)
Ranking Member: Patrick Leahy (D-Vermont)

Committee on Foreign Relations:

Chairman: Jesse Helms (R-North Carolina)
Ranking Member: Claiborne Pell (D-Rhode Island)
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FOR RELEASE UPON DELIVERY
Expected at 10 a.m. EST
February 28, 1995

STATEMENT OF TREASURY SECRETARY ROBERT E. RUBIN
SUBCOMMITTEE ON FOREIGN OPERATIONS
EXPORT FINANCING AND RELATED PROGRAMS
HOUSE COMMITTEE ON APPROPRIATIONS

Mr. Chairman. Members of the Committee. I am pleased to present the
Administration’s FY 1996 appropriations request for the multilateral development banks.
Our request of $2.3 billion includes $1.9 billion in regularly scheduled payments and just
over $400 million for the payment of arrears.

In addition, there is $25 million for the enhanced structural adjustment facility of the
International Monetary Fund; $56 million for the North American Development Bank;
and $42 million for debt restructuring and buy-backs. Details of these programs are set
out in a separate table at the end of my written statement.

Almost 60 percent of our request for the development banks is for the U.S. contribution
to IDA 10, an agreement negotiated under President Bush in 1992. In fact, 88 percent
of the request is to fulfill pledges made under the Reagan and Bush Administrations.
This administration is fully committed to meeting all of these obligations. (Chart 1)

Meeting these obligations is important. U.S. participation in the development banks
serves our national interests. This request is not about charity or foreign aid.

We live in an increasingly interconnected world of more than 4.5 billion people.
Because of the development banks, a great many of these people are increasing their
incomes and becoming better customers for the kinds of goods and services we excel at
producing.
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Let me begin by emphasizing the stake that our country has in the multilateral
development banks. These institutions are at the heart of the international economic
system. The United States took the lead in creating that system just after the end of
World War II. The banks have always had broad bipartisan support and have served our
national interests well for more than 50 years.

This year there have been proposals to eliminate U.S. participation in the development
banks. Some people are saying we should not proceed with negotiations for the next
replenishment of IDA. Those proposals don’t make any sense. They would not serve
our national interests. It would be a grave mistake to turn our backs on the banks or
walk away from our international obligations.

Cost-Effective Internationalism

We understand there is a new budgetary environment; that calls are being made for cuts
in many other programs. We also know that the request for the development banks is
cost-effective, that it responds to the need for substantial savings in budget authority this
year and in coming years. This request is not a request for straight-line funding on a
business as usual basis.

Secretary Bentsen made cost-cutting a major priority of our participation in the
development banks. Over the past two years Treasury negotiated a 50 percent reduction
in the annual costs of U.S. contributions to the Inter-American Bank, and cut back on
the annual costs of our contribution to the Asian Bank. We will continue to lower these
costs in future negotiations, including those for IDA 11.

The money we contribute to the development banks is very highly leveraged. The banks
are cost-effective internationalism. First, they are able to draw in contributions from
other countries -- four dollars for each dollar we contribute -- mostly from Europe and
Japan. Second, they raise nearly all their funds for regular lending from private capital
markets. That lowers the budgetary cost of our participation in the banks by substantial
amounts every year. (Chart 2)

This ability to get results at a much lower cost is a unique advantage of our participation
in the development banks. We are able to multiply scarce budgetary resources and
remain engaged internationally -- pursuing our objectives and acting effectively in our
own national interest.
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Our Stake in the International Economic System

With the world’s largest economy, the United States has an enormous stake in
maintaining the stability of the international economic and financial system. Our own
economic health and vitality, as well as our prospects for future growth, are intertwined
with those of other nations. We need an international system that functions effectively
and allows for continued growth of international trade and investment.

Strong backing from the IMF was an essential element in enabling the President to react
swiftly and decisively in providing support to the Mexican peso. The World Bank is also
a key player -- nearly $9 billion in active loans and an additional $4.5 billion in the
pipeline.

The World Bank was also able to respond very quickly in providing advice to Mexico’s
banking supervisors. This is a good example of the role these institutions play in helping
countries cope with problems that stretch their capabilities in this area. I've discussed
the issue of the future of the institutions with my G-7 counterparts in Toronto, and the
heads of state will be paying close attention to the matter at the Halifax summit.

All of the multilateral development banks have a part in strengthening the international
economic system. Policy reform loans increase global growth by lowering trade and
investment barriers in developing countries. Economic advice and market-building loans
help Eastern Europe and the Former Soviet Union to become full-fledged participants in
international trade.

Supporting Foreign Policy and National Security

The MDBs are extremely valuable assets in the conduct of U.S. foreign and national
security policy. Their ability to mobilize financial resources -- to react rapidly when
there is need -- gives us greater scope than we would have on our own to take action in
times of international crisis.

The banks also help us respond to natural disasters and other emergencies through relief
efforts. IDA is providing support following earthquakes in India and Armenia and
flooding in Pakistan. Rwanda, Burundi, and Haiti are receiving emergency assistance
from IDA to reopen primary schools and fund emergency health care.

Through the multilateral development banks, we have extended our country’s financial
reach: expanding our influence in areas vital to our national security interests. Russia is
receiving substantial assistance in putting its economy on a market basis, and the banks
are undertaking new projects in other countries in the region: privatizing state-owned
corporations in Ukraine and lending money to small entrepreneurs in Georgia and
Belarus.
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At the end of 1994, the World Bank and the European Bank had lent more than $24
billion in Central and Eastern Europe and the former Soviet Union. Some $18 billion in
additional projects are in the pipeline and should be committed over the next three
years. (Chart 3)

The World Bank has taken the lead in providing financial support for the Middle East
peace process. Last year it began an emergency assistance program for Gaza and the
West Bank and is following up this year with a loan that focuses on health and education
problems. Support is also going to Egypt and Jordan.

Economic Benefits to the U.S.

The MDBs provide substantial benefits to the U.S. economy. Caterpillar of Peoria,
Illinois estimates that it gets $250 million each year from contracts funded through the
MDBs. These contracts help the economy in Illinois and have a ripple effect elsewhere
through sub-contractors and suppliers.

Other U.S. corporations also get major contracts from the MDBs. AT&T is providing
telephone equipment in the Philippines. McDermott International of New Orleans is
doing electric power work in China with turbines supplied by Westinghouse. Offshore
Pipelines of Houston is active in India.

Small and medium-sized firms also benefit. Engineering and consulting firms write
feasibility studies, prepare final designs, and oversee implementation of projects. This
work often leads to large-cost contracts for U.S. firms downstream.

We cannot afford to back away from commercial opportunities in developing countries.
They are our most rapidly expanding export market, going from $91 billion in 1987 to
$197 billion in 1993. That’s 40 percent of our total exports, which creates nearly four
million jobs and benefits our whole economy. We know that a great deal of the credit
for this increase must go to the multilateral development banks for their work in
economic reform.

The most important commercial benefits we get from the MDBs come from the work
they do in creating more open and market-oriented economies in developing countries.
Nothing is more important than promoting the private sector in these economies. This is
where 85 percent of the world’s people live. It is where most of the world’s economic
growth is taking place. And it is where most of the impetus for greater growth in our
own economy will come from in the future.

The MDBs contribute to creating market-oriented economies by encouraging lowering
tariffs, liberalizing investment regimes, reorganizing the financial sector, changing the tax
system, providing incentives for investment, and creating a new legal and regulatory
framework to spark private initiative.



The Importance of IDA

IDA plays an extremely important role in this respect. In the mid-1980s, it was given a
new job: engineering economic reforms that emphasize market mechanisms and the
private sector. IDA provides seed money for capitalism and free market reform. This
type of reform does not come easily. It takes time and is a difficult and painful process.

IDA support is essential in getting poorer countries through that transition. Those
countries have no natural constituency for international capitalism and free markets. It
must be built from the bottom up and against strong resistance from the status quo.

This is a large part of what IDA does today. It helps remake developing countries in the
image of the United States and the other industrialized democracies. One of it’s biggest
" success stories is India, which also shows how these programs have benefitted the United
States.

Under IDA lending, beginning in 1991, India cut its tariffs and liberalized investment
rules. Since then, the U.S. has become India’s largest foreign investor. Our exports
jumped from $1.9 billion to $2.8 billion in one year and Secretary Brown recently
announced new contracts for U.S firms of more than $7 billion.

IDA has 20 graduates, including big emerging export markets for the United States like
Korea, Indonesia, Thailand, and Turkey. In 1993, these 20 countries took $42 billion in
U.S. exports and current IDA borrowers took an additional $20 billion.

IDA sets the stage for engagement by our bilateral export agencies like Eximbank, OPIC
and TDA. What IDA and the other development banks do is an essential complement
and support to our export agencies. All of the banks are used by U.S. firms to establish
a toehold in new and emerging markets.

The development banks also promote the export of U.S. values: our commitment to
democracy and political freedom, capitalism and free markets, privatization and
economic reform, and a greater commitment to protection of the environment. All of
the development banks are focussed on promoting good governance and public
participation.

Protecting the Environment

Let me turn now to a new binational financial institution that we are jointly establishing
with Mexico -- the North American Development Bank or NADBANK. For decades,
communities along both sides of the border with Mexico have been plagued by the
problems of raw sewage dumped in boundary waters, unsafe drinking water, and
inadequate municipal waste disposal.
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These are international problems which have had a strong impact on U.S. citizens. As
part of NAFTA, the United States and Mexico have agreed to address these problems
through the creation of NADBANK and its sister institution, the Border Environment
Cooperation Commission or BECC.

When NADBANK is fully capitalized, each dollar in U.S. contributions will result in at
least $10 in new financing for border environmental infrastructure projects and
community adjustment programs that will provide significant benefits to U.S. citizens and
firms.

NADBANK, which has its top management in place, will be ready in coming months to
look at projects along with the BECC. Its U.S. community adjustment window will soon
be up and running too. The Bank will draw additional funds from the private sector and
other sources.

Along with our request for funds for the development banks, we are requesting $42
million to reduce debts owed to the U.S. Government. Joining other creditor countries
in providing up to two-thirds debt reduction for the poorest countries, particularly in
Sub-Saharan Africa, we are seeking to help those whose debt is worth very little but
which continues to weigh heavily on them. Building on the Summit of the Americas, we
are also proposing a buy-back and swap program for lower income countries in this
hemisphere which will generate local resources for the environment and child
development.

Another of our requests is for the Global Environment Facility or GEF, which is
enlisting developing countries in the job of protecting the global environment. We
cannot do this by ourselves. The GEEF is low-cost insurance against global warming,. It
also targets ozone depletion, pollution of international waterways and protection of
biological diversity.

Improving Performance/Reducing Arrears

We have also been working very successfully to make the MDBs more effective at what
they do: improving project quality; adopting open information policies; making their
operations more transparent; establishing independent inspection panels; improving their
poverty programs; and strengthening their environmental performance. (Chart 4)

The development banks have greatly increased their lending for health, education and
nutrition. Their work in the area of education for young women is particularly
important. It results in smaller and healthier families and in higher family incomes. The
World Bank has also become the largest lender for programs to combat AIDS. Carriers
of the HIV virus were estimated at 9 million in 1990 and are expected to reach 29
million by the year 2000.
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On the administrative side, the banks are making their managers more accountable,
cutting back on budgets and reducing travel costs. These actions have been taken as a
result of U.S. initiatives. They demonstrate how responsive the banks have been to our
interests and concerns.

Yet, we are still around $800 million behind in meeting our obligations to the banks. If
we want to maintain our influence, we must pay down those arrears. We are the world’s
largest economy and the only nation that has such arrears. (Chart 5)

Mr. Chairman, I cannot emphasize too strongly how important these institutions are to
our national interests. They are the most cost-effective way I know to assist development
and economic stabilization. At our urging, the institutions are changing their culture and
adapting to evolving challenges. And with this request, we are following through on the
international commitments made by prior administrations, obligations we are expected to
keep.

I can think of no better way to conclude, Mr. Chairman, than with a quote from
President Eisenhower in 1960, when extensive cuts were proposed in the appropriation
request he submitted for IDA:

" That such a program ... its continuance solemnly pledged by both of our
political parties -- should now face a crippling cutback seems incredibly
irresponsible. To me it is almost inconceivable."



Table: The Elements of the Request

The Administration’s request includes the following:

| $28.2 million for paid-in capital to the World Bank (IBRD). This will clear U.S.

arrears to the 1988 general capital increase, which is currently supporting about $17
billion in annual lending to about 78 eligible countries.

$1,386.2 million to the International Development Association (IDA). Of this,
$1,250 million is for the third and final installment of the U.S. contribution to the
tenth IDA replenishment. The remainder would clear $118.2 million in arrears.

$67.6 million to the International Finance Corporation (IFC). This includes $47.5
million for the fifth and final installment to the IFC 1991 general capital increase, and
$20 million for payments due in prior years. This will support IFC’s projected $2.8
billion in loan and equity investments in private sector projects which could total
investments of $18 billion. For every dollar the IFC invests for its own account,
other lenders and investors invest about $5.4.

$110 million to the Global Environment Facility (GEF): $100 million for the second

installment of the U.S. contribution to the restructured facility to provide financing to
developing countries for projects which will benefit the global environment, and $10
million for the shortfall in appropriations from the FY95 request.

$26 million for the Inter-American Development Bank (IDB): $25.6 million for the
second installment of the U.S. contribution to eighth replenishment of the IDB, and
$0.3 million to clear arrears.

$20.8 million for the Fund for Special Operations (FSQ): $20.5 million for the

second installment of the U.S. contribution to eighth replenishment, and $0.3 million
to clear arrears.

$100 million for the Multilateral Investment Fund (MIF) for the fourth scheduled

installment of the U.S. contribution, which will assist Latin American and Caribbean
countries in securing necessary investment reforms to stimulate both domestic and
foreign investment in the region.

$13.2 million for paid-in capital to the Asian Development Bank (ADB) for the first

of six installments to the fourth general capital increase.

$304.5 million to the Asian Development Fund (ADF): $170 million for the fourth
and final installment to the fifth replenishment, and $134.5 million to clear arrears.

$127 million to the African Development Fund (AFDF) for a seventh replenishment.



$81.9 million to the
clear arrears.

$56.3 million to the North American Development Bank (NADBANK) for the second
installment of the U.S. payment to the NADBANK’s capitalization.

$27 million to continue a multilateral program for Debt Restructuring for the heavily
indebted, poorest countries that have a sustained record of economic reform.

$15 million for a pilot buyback and swap program for environmental and child
development programs in Latin America.



Chart 1

U.S. Support for the MDBs has been Bipartisan
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Chart 2

MDBs Multiply the U.S. Contribution
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of the MDBs. ..

...leads to substantially
higher MDB lending.

MDB projects also attract
co-financing from private
and public investors...

...leading to much higher
total investment in
developing countries.

$1 U.S. Contribution Leverages $61 in Total Flows

] (43

#
S
e

e S S e N

l I

0 23

Flows from FY 93

122

| l

| |
50 75 100 125
U.S. Billions

Source: MDB Annual Reports and Financial Data



$ Billion
200

150 |
100}
50 |

0

Chart 3
The MDBs are Globally Active
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Chart 4
Recent Contributions have Generated Major Reforms

The Clinton Administration has:
® Cut administrative costs

® Strengthened role of private sector

® Increased access to information

® Enhanced protection of the environment

® Increased lending to health, education & nutrition




Chart 5
Arrears in the Multilateral Development Banks
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