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PRIORITY ISSUES ON THE WORLD BANK'S AGENDA 

Remarks 

By 

A. W. Clausen, President 

The World Bank 

and 

International Finance Corporation 

to the 

Bretton Woods Committee 

Washington, D.C. 

January 22, 1986 



Good afternoon, ladies and gentlemen. 

The first order of business is a word of congratulations. 

The Bretton Woods Committee has completed its first year, and 

already it is firmly established. You have seized opportunities to 

speak clearly and frankly about the international economic issues 

of the day. You have advanced public understanding of the Bretton 

Woods institutions through your diligent work with the media and 

the Congress. We are most grateful to you for these efforts, and 

we would urge you to build upon this impressive beginning, 

expanding the unique and important role which your organization has 

proved itself so capable of performing. 

This is an exceptionally well informed audience. So 

today I 1 d like to concentrate on some of the key priorities that 

are at the top of The World Bank's agenda -- most notably our 

strategies to assist the highly indebted nations; our work with 

other middle-income nations; our support for urgently needed 

development progress among the poorest nations, which is to say the 

role of IDA; and our commitment to private sector development 

through the work of the International Finance Corporation and our 

new Multilateral Investment Guarantee Agency. 
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We are mos: grateful to Secretary Baker for stressing the 

importance of a resumption of growth in the highly indebted 

countries at our last Annual Meetings in Seoul, Korea, and for 

placing such confidence in The World Bank as a major participant in 

the international debt strategy. Our long experience in promoting 

growth throughout the developing world makes us very willing and, 

let me say, capable partners in this effort. 

The new consensus on the debt issue that emerged at Seoul 

grew from a recognition that our efforts to ease the debt problem 

were being hindered by some unfavorable, unexpected developments. 

The robust U.S. recovery did not endure, commodity prices remained 

flat, and the expected flows of new money did not come forth from 

the commercial banks. 

All of this has left the highly indebted nations turning 

in a vicious circle. Their heavy debt service obligations take 

away resources needed for domestic investment. The resulting 

shortfall of investment activity precludes a significant expansion 

of export capacity to generate additional foreign exchange. Debt 

payments remain an overwhelming burden, which in turn diminishes 

economic prospects and investor confidence. Commercial banks shy 

away and domestic capital flies off to more hospitable climes. And 

there is no economic growth. 
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Our discussions in Seoul have put the issue sha~ply in 

focus: without new sources of capital the heavily indebted 

countries will fall deeper into a low investment -- low growth 

trap. In order to escape that trap, the heavily-indebted countries 

will need cooperative, concerted action from all participants in an 

expanded international debt strategy. This means that the indebted 

countries themselves, the industrial economies, the commercial 

banks, and the multilateral development banks each have their 

respective responsibilities. The World Bank takes its role very 

seriously. 

But I want to point out that our sense of urgency on the 

debt problem did not originate in Seoul. Well before that meeting 

w~ had put together creative lending programs for several of the 

highly indebted Latin American countries. In Colombia, for 

example, we supported the government's trade liberalization 

initiative with a $300 million quick disbursing loan, and our 

monitoring of Colombia's trade policy is associated with the 

provision of new money by commercial banks. We have forged similar 

cooperative lending arrangements with Costa Rica, Chile, and 

Uruguay. 

Building on this firm base of recent experience, our work 

on the debt issue has accelerated sharply. 
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We are pressing ahead with extensive planning and 

analysis activities. We are redeploying staff to enhance our 

capabilities as our coordinating function in the debt strategy 

g:--ows. He are more directly engaging commercial banks in the 

process and more dynamically entering into discussions with our 

borrowers. And let me assure you that our coordination with the 

IMF is being developed even further. The will to secure this on 

both sides of Nineteenth Street is very great -- as Jacque de 

Larosiere has just emphasized in his remarks. 

Our special capability in this enhanced international 

strategy lies in our close relationship with the countries 

themselves. Through our knowledge of those countries and the 

mature quality of our policy dialogue, we have and we will continue 

to help them work out the necessary changes in economic policy. 

Three basic areas must be addressed first, an increase in the 

rate of growth of savings, both in the private and public sector. 

Without new domestic savings, productive new investment will be 

very difficult to attain. Second, there must be an improvement in 

economic efficiency, particularly the use of capital if a high 

growth strategy is to be affordable. And finally, exports must 

increase in order to win back the creditworthiness which has ebbed 

away in recent years. 
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To take one specific example fro~ the many countries we 

are actively working with, Argentina faces some daunting problems. 

Interest payments on external debt now absorb some 40 percent of 

gross domestic savings compared to less than 5 percent in the early 

1970s. While that external debt increased, domestic production 

declined. In 1985, real GDP per capita was 13 percent below the 

1974 level, and investment fell off too, from 21 percent of GDP to 

13 percent last year. 

What can Argentina do to reverse this decline? First, a 

continuation of its policy of monetary and fiscal reform is a 

necessary precondition for any program. Second, positive economic 

growth must be restored. Third, per capita consumption must 

steadily improve in order to maintain the social and political 

consensus behind the program. And last, the ratio of debt to 

exports must be brought down to levels where foreign capital will 

be willing to play a more normal role in the economy. 

We are engaged in a vigorous, uninterrupted dialogue with 

Argentina and we are fully confident that an enhanced financial 

relationship will ensue, perhaps similar to our evolving work with 

Ecuador. 
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Just last week we signed two significant growth oriented 

aojustment loans to Ecuador, with the President of that country in 

attendance. These are the first in a series of loans which will 

strengthen that nation's ability to secure growth, to enhance 

domestic economic efficiency and, over time, create a far greater 

capacity to manage external debt obligations. 

In December, I visited Ecuador, Uruguay and Argentina. 

My discussions with Latin American leaders were fruitful, and the 

expressed willingness of their governments to take tough actions in 

order to secure better long-term growth prospects was most 

encouraging. 

Our discussions with indebted country governments are 

progressing well, and I assure you that the results of our current 

activities will become increasingly, publicly evident over the 

coming months. But let me make two very important points here. 

The first concerns the mechanics of our negotiations -- they are 

country-by-country. Each indebted nation has its own distinctive 

situation which requires highly customized attention. Today's debt 

problems will not be erased with a single sweeping gesture, but 

resolved only step-by-step and case-by-case. 
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My second point on country negotiations is this. 

Adjustment lending on the scale we envision and in association with 

the thorough economic restructuring that will be required will not 

be embraced or arranged overnight. Our experience in this sort of 

operation is well developed, and we have found that sovereign 

nations negotiate such loans with extreme care. They face 

political and economic dilemmas just as sensitive and just as 

intractable as those which we face right here in our own country. 

So let us not build up naive expectations. We do have 

the will of the leaders of most of these nations to act swiftly, 

but political realities demand time for the process of economic 

analysis, policy formulation, loan negotiation and program 

completion to unfold. 

If we push for instant results and swift conclusions, we 

will risk an impasse that will be damaging for all: damaging to 

the hopes for recovery in the countries themselves and damaging to 

the high quality of our lending which our shareholders and 

investors have come to regard so highly. Let there be no question 

that our negotiations with borrowers will proceed on an urgent 

basis, but we insist that the pace be measured and the results be 

of the highest quality. 
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The World Bank's coordinating role has also involved us 

in frequent discussions with commercial bankers who, as you know, 

are very key players in this cooperative strategy. We feel that 

the willingness of the commercial banks to provide more financing 

to the indebted countries will rest ve~ squarely on the progress 

of adjustment in the indebted countries -- as John Reed pointed out 

to us this morning -- the quality of that adjustment, and its 

orientation to growth. My discussions with both bankers and 

developing country leaders in recent weeks make me confident that 

the required cooperation will be obtained. 

Thus, we are geared up to play three distinct roles, and 

the work has begun. First, we will be assisting in the formulation 

of country growth programs and will be helping in the monitoring of 

their progress. Second, we will be providing an expanded volume of 

loans necessary to support the programs. Third, we will be acting 

as a catalyst in the mobilizing of capital from 0ther sources. 

He are already making excellent progress given the 

complexity of this many-sided effort. And we want all of our 

friends in the Bretton Woods Corrunittee to understand how determined 

we are to see this debt strategy work and how confident we are that 

we can build on the progress already made. 
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It might seem from a11 the recent attention paid to the 

problem of the highly indebted nations that The Wor1d Bank has 

given up its project lending in the rest of the middle-income 

countries. This, of course, is not the case. To sustain growth 

and balanced deve1opment in these re1ative1y unburdened countries 

is another key priority on our agenda. From China to Turkey to 

Indonesia and Tunisia our lending activities are moving ahead. 

Indeed, overa11 we see IBRD commitments this year tota1ling between 

$12 to $13.5 bi1lion, we believe in the upper half of that range, 

compared to $11.4 billion achieved last year. And our work in 

progress leaves little doubt that in our next fiscal year still 

higher levels of commitments will be reached. 

This growth in IBRD lending will continue, and before 

long, we will face limitations on that grm·1th imposed by the amount 

of our capital and reserves. I therefore want to reiterate to this 

influential audience, that the IBRD will need, in time, within the 

next several years, a general capital increase. 
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Let me turn now to our concessional financing affiliate, 

IDA. It is no secret to this audience that the replenishment of 

IDA 1 s resources has not always been trouble-free. IDA's 33 aonor 

nations agreed to a $9 billion total in 1984, a sum $3 billion less 

than the previous replenishment and frankly a disappointment, not 

only fo~ IDA 1 s borrowers in Africa and Asia, but for many donors as 

well. At the conclusion of those negotiations, there was a 

palpable sense among donors of a job not fully done. 

Africa's relentless economic decline has been a grim 

reminder of the neea for a strong IDA, ana early last year donors 

established the Special Africa Facility as a response to the 

crisis. To date $1.4 billion has been pledged, and we are 

appreciative of the recent appropriation by the United States to 

this Facility in an appropriation made just in the last several 

weeks. Next Monday the IDA Deputies will meet in Paris to discuss 

the 8th replenishment. They will look at the terms and conditions 

of IDA 1 s credits; they will look at the geographical distribution 

of IDA 1 s assistance, and they will discuss the policy orientation 

of IDA 1 ending. 
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We are hopeful that the IDA donors will recognize that 

the resources we now have, through IDA and the Africa Facility, 

fall seriously short of what is needed by these poorest countries. 

They must understand that in Africa the needs for adjustment 

finance are much longer term than the three-year life of the 

Facility. And in addition to the investments needed in human 

resource development, poverty alleviation and basic infrastructure, 

one of IDA 1 s more urgent tasks will be to adaress the emerging aebt 

problems of many poorer countries in the developing world. 

Let us be candid here. We cannot rely in the future on 

ad hoc, one-shot special facilities to make up for funding 

shortfalls in the IDA replenishments. This is not a complaint, but 

an appeal for pragmatism. To meet the need of all of our poorer 

country members, including the growing volume of adjustment 

lending, it will be far more effective to rely on a long 

established, proven instrument, and provide it with sufficient 

resources to do the job well. And that means we will need to equip 

IDA with resources which exceed the total of IDA VII and the 

Special Africa Facility contributions. 

Secretary Baker has outlined ideas for additional 

concessional flows in association with the IMF Trust Fund flows. 

We are working diligently to help develop this most constructive 

initiative. 
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So IDA's replenishment and the Bank's full ;esponse to 

the needs of our middle-income count~ies are two of our highest 

priorities, but they are closely followed by issues crucial to the 

future of private sector development and deeply deserving of your 

continuing support -- that is the future of MIGA and the IFC. 

Last year, we were very gratified with the decision of 

our Board of Governors to approve the convention establishing the 

Multilateral Investment Guarantee Agency or MIGA. MIGA will 

promote private investment for development through its coverage 

against the risks of adverse currency situations, political 

violence, and expropriation. Through those coverages and an array 

of advisory and intermediary services, we expect MIGA to 

substantially improve the investment climate in participating 

developing countries. 

To bring the MIGA convention into force, we will need the 

signatures of five industrialized countries and fifteen developing 

countries. Six developing countries have already signed the 

convention and more are expected shortly. They are Korea, Turkey, 

Ecuador, Senegal, Sierra Leone, and St. Lucia. The United States 

has announced its intention to seek Congressional authorization of 

U.S. participation in MIGA; and we expect the Administration to 

move in the near term. United States leadership will be emulated 

by others, thereby moving up MIGA 1 s first day of operation to the 

nearest possible date. Your vigorous support on this issue is 

indispensable. 
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Our commitment to private sector development is also in 

evidence with the expanding activities of the International Finance 

Corporation. The IFC's Board has approved a doubling of its 

capital to $1.3 billion. And last year, the United States Congress 

appropriated $29 million as a first installment on the American 

allocation of $175 million. 

We are very pleased with that outcome but we should not 

be complacent. The Graham-Rudman procedures recently enacted by 

Congress will certainly be a factor in furthe~ installments, and 

therefore we must make clear how important it is to maintain the 

commitment to contribute the full U.S. allocation of IFC's capital 

increase, even if it means stretching out payments somewhat to meet 

budgetary targets. As in the case of MIGA, the U.S. role must be 

one of unquestioned leadership in the expansion of IFC's capital, 

and we hope to see that leadership role sustained for the 

strengthening of the IFC. 
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Ladies and gentlemen, we have set before you today the 

priority issues on our agenda as we see them. Against a backdrop 

of an uncertain economic climate in the industrial countries no one 

in this room can underestimate the degree of difficulty we face in 

these challenges. But The World Bank is stronger now than ever 

before to confront its responsibilities. Our liquidity is high, 

the management of our investment portfolio is efficient, and during 

the last six months, our borrowings have enjoyed the finest spreads 

ever over the cost of government obligations. 

So let there be no uncertainties concerning the financial 

strengths of The World Bank, and let me assure you that in close 

partnership with the International Monetary Fund we will play to 

the full the major roles we and our shareholders have set for 

ourselves. And with your support and encouragement, we are 

confident that we will succeed. 

Thank you. 
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Office of the President 
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Susan: 

With reference to our conversation 
concerning the Bretton Woods Committee 
Annual Meeting and luncheon,-----rnavethe _)).r1. ~ 
following (rather sketchy) information. 

The meeting will begin at 10 a.m. 
for the Committee members only. They 
will break at 10:50 at which time they 
would like to have Mr. Clausen arrive. 
He will speak at 11 a.m. followed by a 
question & answer session. Jacques 
de Larosiere & John Reed of Citicorp 
are also scheduled to speak, but I'm 
not sure of the timing of their remarks. 
Lunch will be at 1 p.m. with Secretary 
Baker speaking at 2 p.m. 

SonyaSchuster of the Bretton Woods 
Committee has asked for the names of 
those interested in accompanying Mr. Clausen. 
If you can let me know who might be interested, 
I will get in touch with Sonya and find out 
how she wants to proceed. 

Thanks. 

Myra 
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esterday from Amb. Henry Owen's 
office cone rning the Friends of Bretton Woods 
meeting on January 22nd. Last year, both you 
and Mr. de'"i..arosiere spoke at their luncheon. 
However, this year they have asked if you could 
come at 11:30 a.m., make some remarks, takes e 
questions, and then stay on for lunch, at ich -~ 

7i 3- )aoo 

Secretary Baker will speak. Frank Vogl ~ 
you should do this. "'--· 
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Af r£'.R µ v d tt1 
Good fflOl lltff!J ladies and gentlemen. 

" 
The first order of business~s a word of congratulations./ 

The ~on Woods Co.,.i~has comp{eted its first year, and 

already it is firmly established. You have seized opportunities to 

speak clearly and frankly about the international economic issues 

of the day. You have advanced public understanding of the Bretton 

Woods institutions through your diligent work with the media and 

the Congress. We are most grateful to you for these efforts~ and 

we would urge you to ~upon this impressive beginning,/ 

expanding the unique and important role which your organization has 

proved itself so capable of performing. 

This is an exceptionally well informed audience_ ~ 

fer) jt WOWl 8 he 111812e preiw&tiue teda, if 118 ~as& ilA &YCblOQft Pit~ ., 
~iews, ratbar tbaR a Joog rnoo~&~ &Ill Ill@!. £} £.i!J;!e 1512;8 s:-,~ ~ , ~c.. ....... _a ; ___ 4 __ 

.-: f I 3 ,;; e~ t n•; g on some of the key 

priorities that are at the top of The World Bank 1 s agenda ~ - most 

notably our strategies to assist the highly indebted nations,'our 

work with other middle income nations ~ our support for urgently 

needed development progress among the poo: est nations,[which is to 

say the role of ~/and our commitment to private sector 

devJlopment through the work of the International Fin/nee 

Corporation/ and our new Multilateral Inve"stment Gua~e Agency. 
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Permit me to 

The World Bank I s 

the Bretton 

- 2 -

already produced 

meeting, the Bank 1 s 

-

and 

members of 

our last annual \ 

eement that th ank 

pr most grateful to t.ae w";t t eiai~for 

) 

stressing the importance of a resumption of grS2)41th jn the highly 
GJ;~~~~~~.~--

indebted countries and for placing such confidence in The World 

" Bank as a major participant in the international debt strategy. 

Our long experience in promoting growth throughout the developing 

world makes us very willing and, let me say, capable partners in 

this effort. 

The new consensus on the debt issue that emerged at Seoul ----~-

grew from a recognition that our efforts to ease the debt problem 

were being hindered by some unfavorable, unexpected developments. 

The §st U.S. recov~ did not end/rel~od1ty pr1~ remained 

f lit~and the expected ~ew mone!)d id not come forth from 

the commercial banks. 
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All of this has left the highly indebted nations turning 

in a vicious circle. 
. /.._ '..."'\ 

Their heavy debt service obligation§...ltake 

away resources needed for~ stic 1nves~ The resulting 

shortfall of investment activity~ recludes a significant expansion 

of export capacity to generate additional foreign exchange. Debt 

payments remain an overwhelming b~~ which in turn diminishes 
-{-----;::;, 

~ccin'urfiic p~o~ and investor confidence. Commercial banks shy 

away~ nd domestic capital flies off to more hospitable climes. And 

there is no economic growth. 

Our discussions in Seoul have put the issue sharply in 

focus: without new sources of capital the heavily indebted 

countries will fall deeper into a~-~ 

tr~p{ In order to escape that trap ~ the heavily-indebted countries 

will need cooperative, concerted action from all participants in an 

expanded international debt strategy. This means that the indebted 

countries themselves, the industrial economies, the commercial 

banks, and the multilateral development banks each have their 

respective responsibilities. The World Bank takes its role very 

seriously. 
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But I want to point out that our sense of urgency on the 

debt problem did not originate in Seoul. 
f-/11,o 

we put together creative lending programs 
~ 

Well before that meeting 
oF'f~ 

for several highly 
A 

indebted Latin American countries. In Columbia, for example, we 

supported the government's trade liberalization initiative with a 
q IA I I.Jc.. {) ~ ( 1Al.!..f ,./" 

$300 million ,...loanyand our monitoring of Columbia's trade policy is 

associated with the provision of new money by colllTiercial banks. We 

have forged similar cooperative lending arrangements with Costa 

Rica, Chile, and Uruguay. 

f!_Ut:->Jr 

Building on this firm base of experience, our work on the 
/\ 

debt issue has accelerated sharply. 

We are pressing ahead with extensive planning and 

analysis activities. We are redeploying staff to enhance our 

capabilities as our coordinating function in the debt strategy 

i V grows. We are more d~ly~ ing ~rcial ~ in the 

proces~ and more dynamically entering into discussions with our 

borrowers. And let me assure you that our coordination with the 

IMF is being developed even further. The will to secure this on 
1

e,,e,~L~, 

both sides of Nineteenth Street is very great. ----7 \. .f\
0
:~

05~~:, 
l'r.s s'~~ 

\Jr ~A' R tW"' 
. A,I'\-,/ I 
V ~,..1 

-~ 
I 
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Our special capab( li ty~n this enhanced international 

strate~ lies in our close r~~nship with the countries 

themsel,es. Through our,knowle~ of those countries and the 

mature quality of our, ~olicy dialogu~1we have and we will continue 

to help them work out the necessary c~anges in economic policy. 

Three basic are'as must be addressed-~, an increase in the 
~ 

rate of growth of savings, both in the private and public sector. 

Without new domestic savings, productive new investment will be 

very difficult to attain. ~ there must be an i';?rovement in 

economic efficiency, particularly the use of capitalj'if a high 

growth strategy is to be affordable. And finally ,;> exports must 
V I 

increase in order to win back the creditworthiness which has ebbed 

away in recent years. 

To take one specific example from the many countries we 

are actively working with, Argentina faces some daunting problems. 

Interest payments on external debt now absorb some 40 percent of 

gross domestic savings compared to less than 5 percent in the early 

!970s. While that external debt/1'1.cre(sed~omestic produ~tion ' 

decli~edJ In 1985, real GDP per capita was 13 percent below the -
{q1~ and investment fell off too, from 21 percent of GDP to 

13 percent last year. 
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What can Argentina do to reverse this decline~ a 

continuation of its policy of monetary and fiscal reform is a 

necessary precondition for any program. ~ positive economic 

growth must be restored. @ per capita consumption must 

steadily improve in order to maintain the social and political 

consensus behind the program. And~~ the ratio of debt to 

exports must be brought down to levels where foreign capital will 

be willing to play a more normal role in the economy. 

We are engaged in a vigorous, uninterrupted dialogue with 

Argentina and we are fully confident that an enhanced financial 

relationship will ensue, perhaps similar to our evolving work with 

Ecuador. 

Just last week we signed two significant growth oriented 

adjustment loans to Ecuador, with the of that country in 

attendance. These are the first in a 
\.._"'---

strengthen that nation 1 s ability to secure growth ~ to enhance 

domestic economic etf_iciency and, over time, create a far greater 

capacity to manage external debt obligations. 

I 
In December, I visited Ecuador, Uruguay and Argentina. 

My discussions with Latin American leaders were fruitful, and the 

expressed willingness of their governments to take tough actions in 

order to secure better long-term growth prospects was most 

encouraging. 
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Our discussions with indebted country governments are 

progressing well, and I assure you that the results of our current 

11 . . 1 bl . 1 . d h ~~;,., ~ activities wi become 1ncreas1ng y, pu 1c y ev1 ent overt e 

t.:cl: c months. But 1 et me make two very important points here. 

~ concerns the m~s of our negotiations -- they are 

country-by-country. Each indebted nation has its own distinctive 

situation which requires highly customized attention. Today's debt 

problems will ~be eri~wi th a single sweeping gesture ./but 
{)~l'( l 

resolved step-by-step and case-by-case. 
" 

My~ on country negotiations is this. 

Adjustment lending on the scale we envision and in association with 

the thorough economic restructuring that will be required will not 

be f!!!brJ':!:_d ~ r ar rar/ged/overnight! Our experience in this sort of 

operation is well developed(a'nd we have found that sovereign 

nations negotiate such loans with extreme care. They face 

political and economic dilemmas just as sensitive and just as 

intractable as those which we face right here in our own country. 

So let us not build up naive expectations. We do have 

the will of the leaders of most of these nations to act swiftly, // 

but political realities demand time for the process of economic 

analysis, policy formulation, loan negotiation and program 

completion, to unfold. 
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If we push for instant results and swift conclusions, we 

will risk an impasse that will be damaging for all: /(damaging to 

the ~es for recovery)i n the countries themsel ves~and damaging to 

the high quality of our lending which our shareholders and 

investors have come to regard so highly. Let there be no question 

that our negotiations with borrowers will proceed on an urgent 

basis ,~but we insist that 

of the highest quality. 

I 
the pace be measured and the results be 

The World Bank's coordinating role has also involved us 

in frequent discussions with ~ercial bank~ho, as you know, 

are very key players in this cooperative strategy. We feel that 

the willingness of the commercial banks to provide more financing 

to the indebted countries will rest very squarely on 
./~__;--.:::;;...:::::===-==;;;::,.. 

of adjustment in the indebted countries, the quality of that 
<:- ~ 

f I t adjustment, and its orientation to 9.rowth My discussions with 
;;---

both bankers and developing country leaders in recent weeks make me 

confident that the re= will be obtained. 

Thus, we are geared up to play three distinct roles, and 

the work has begun. ~e will be assisting in the ~ , . -
of <95Untry growth progr~ and will be helping in the moni tor i ng of 

>" ~ 

their progress. ~e will be providing an expanded volume of 

~ o "'"'" .: ~::r\ .. c;apih l necessary to 5.!!PPort the programs. Th~e wi 11 be 

acting as a catalyst in the mobilizing of capital from other 

sources. 
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We are already making excellent progress given the 

complexity of this many-sided effort. And we want all of our 

friends in the Bretton Woods Committee to understand how determined 

we are to see this debt strategy wor~and how confident we are that 

' we can build on the progress already made. -
It might seem from all the recent attention paid to the 

problem of the highly indetited nations~hat The World Bank has 
r 

given up its project lending in the rest of the middle income 

countries. This, of course, is not the case. To sustain growth 

and balanced development in these relatively unburdened countries 

is another key priority on our agenda. From China to Turkey to 
'TIA t,{ ,.s I A-

1 n done s i a and Ga~arboo our lending activities are moving ahe 

Indeed, overa1 1f we see IBRD commitments this year to ling between 
1(._~6tt"1~11-4. i,.. ""tHJ! "'°'"''°€~ ~A~.r- o "t"~T' le A.It.,&. 

$12 to $13.5 bil 10n, ompared to 11.4 billion as year. And our 
~ ~ 

work in progress, t.Re pi peli fie as ~~e eall it, leaves little doubt 

that in our next fiscal year still~of co11111itments 

wi 11 be reached. 

This growth in IBRD lending will continue, and before 

long, we will face limitations on that growth imposed by the amount 

.. 
Ac J. 6-v~ 

of our capital and reserves. I therefore want 

influential audience, that the IBRD will need, 

capital increase. 

to reiterate to this 
~~ 'riff I{ ~l 'f"'..( e.111.-llt&-, <IM~ 

in t ime, a general ,., 
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e~ me turn now to our c~l financing affiliate, 

~and that ;s IQ/l., :tl:le IR:tarAi:tigRil D&valgpR1eRt AsseeiaH&fl. It is 

no secret to ~s audience;{hat the replenishment of IDA 1 s 

resources has not always been trouble-free. IDA 1 s 33 donor nations 

agreed to a $9 billion total in 1984, a sum $3 billion le~ than 

the pre/;ous replenishmen~and frankly a disappointment, not only 

for IDA 1 s borrowers in Africa and Asia, but for many donors as 

well. At the conclusion of those negotiations, there was a 
"- I ./. I ( palpable s~e among donors;of a job not fully done 

Africa 1 s relentless economic decline has been 

reminder of the need for a strong IDA, and 

established the Special Africa Facility a 

crisis. To date $1.4 billion has 

IDA Deputies will meet in Paris They will 

condiiions of IDA 1 s credits/they will 
I 

distribution of IDA's assistance , a 

orientation of IDA lendi ng~~ 

a response to the 

d.~Next Monday the 

' oo at the terms and 

t the geographical 

I JJA • 

I 
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We are hopeful that the IDA donors will recognize that 

the resources we now have, through IDA and the Africa Facility, 

fall seriously short of what 

They must understand that in 

is needed by the4s'oorest~countries. 
A.. ...... 

Africa ~ he needs for adjustment 

finance are much 1 onger term than the three-yea rX 1 if e of the 

Facility. And in addition to the investments needed in human 

resource deve~opment ,(poverty al le;iation/ and basic i,n~rastructure.f 

one of IDA's more urgent tasks will be to address the emerging debt 

problems of many poorer countries in the developing world. 

Let us be candid here. We cannot rely in the future on 

ad hoc, one-shot <:si§cial facilitiel}t o make up for 
y 

funding 

shortfalls in the IDA replenishments. This is not a comp 1 a/ntj but 

1 f f V, T h d f 11 f an appea or pragmatism. o meet t e nee o a o our poorer 

country members, ( including the growing volume of adju~tment 

lendin ~ it will be far more effective to rely on a long 

established, proven instrument, and provide it with sufficient 

~~::sr::o::c::ew:::hw::::~dA::.t::1.:e::sl:: :t:1
.::e:h:o equip 

Special Africa Facility contributions. 

~ J;,.:, IUA's replenfs hmen~ nd the Bank's full response to the 
needs of our middle-income countries are two of our highest 

priorities~ but they are closely followed by issues crucial to the 

future of private sector development and deeply deserving of your 

continuing support -- that is the future of MIGA and the IFC. 

'\ 
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Last year, we were very gratified with the decision of 

our Board of Governors to approve the convention establishing the 

Multilateral Investment Guarantee Agency or MIGA. MIGA will 

promote private investment for development through its coverage 

against the risks of adverse currency situations, political 

violence, and expropriation. Through those coverages and an array 

of advisory and intermediary services, we expect MIGA to 

substantially improve the investment climate in participating 

developing countries. 

To bring the MIGA convention into force~e will need the 

signatures of five industrialized countries and fifteen developing 

countries. Six developing countries have already signed the 

convention and more are expected shortly. They are Korea, Turkey, 

Ecuador, Senegal, Sierra Leone, and St. Lucia. The United States 

has announced its intention to seek Congressional authorization of 

U.S. participation in MIGA; and we expect the Administration to 

move in the near term. United States leadership will be emulated 

by others, thereby moving up MIGA 1 s first day of operation to the 

nearest possible date. Your vigorous support on this issue is ---
indispensable. 
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Our commitment to private sector development is also in 

evidence with the expanding activities of the International Finance 

Corporation. The IFC 1 s Board has approved a doubling of its 

capital to $1.3 billion. And last year, the United States Congress 

appropriated $29 million as a first installment on the American 

allocation of $175 million. 

We are very pleased with that outcome but we should not 

be complacent. The Graham-Rudman procedures recently enacted by 

Congress will certainly be a factor in further installments, and 

therefore we must make clear how important it is to maintain the 

commitment to contribute the full U.S. allocation of IFC 1 s capital 

increase, even if it means stretching out payments somewhat to meet 

budgetary targets. As in the case of MIGA, the U.S. role must be 

one of unquestioned leadership in the expansion of IFC's capital, 

and we hope to see that leadership role sustained for the 

strengthening of the IFC. 
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Ladies and gentlemen, we have set before you today the 
I priority ig!!..~S on our agenda/as we see them. Against a backdrop 

of an uncertain economic climate in the industrial countries no one 

in this room can underestimate the degree of difficulty we face in 

these challenges. But The World Bank is stronger now than ever 

before to confront its responsibilities. Our liquidity is high, 

the management of our investment portfolio is efficient, and~~ 
-;OJJ 1----o-3 ro ~.-..-i / ~ ~ ~ ~~·~ c 

reunl ls tn:: a .. cd c the finest spreads ever over the cost of c::r ~ 

government obligations. 

So let there be no uncertainties concerning the financial 
I 

strengths of The World BankJ and let me assure you that in close 

partnership with the International Monetary Fund we will play to 

the ful)l'the major roles we and our shareholders have set out for 

ourselves. And with your support and encouragement, we are 

confident that we will succeed. 

Thank you. Aft.d 11ow -tvrtir-tre- p-1 ea sea to :nrn.4t0U,r 

ceR1R1e r,ts a II d q a est i or, s. 
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Summary 

The Bretton Woods Committee supports Treasury Secretary 
Baker's new initiatives to deal with the continuing LDC debt 
problem by fostering conditions which would lead to higher levels 
of economic growth and trade in the world. Success in these 
initiatives will require continued U.S. leadership and support 
for capital increases at the World Bank and the regional development 
banks, a replenishment of IDA, and special measures to deal 
with the problems of sub-Saharan Africa. 

Policy Statement 

The Bretton Woods Committee* believes that the economic 
recovery currently underway in the world, even though modest, 
is threatened by several related problems: the massive debt 
crisis faced by the developing countries: the danger of protec
tionism: and the prevalence of high interest rates and inconsistent 
macro-economic policies among the major industrial countries. 

Addressing these problems will require the coordinated 
action of all the major countries involved--industrial and devel
oping, creditor and debtor, alike. It will also require that 
the major international financial institutions--the IMF, the 

* The Bretton Woods Committee is a non-profit, bipartisan 
group organized to increase public understanding of the World 
Bank and the International Monetary Fund. The Committee consists 
of several hundred leaders throughout the United States, including 
businessmen, educators and former public officials. 



world Bank, and the regional development banks--play a more 
active and better-coordinated role. 

The Committee strongly supports two recent u.s. initiatives 
to address these problems. 

The first of these initiatives was taken in September 1985, 
when the five major industrial countries (the United States, 

• 
" 
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Japan, Germany, France, and the United Kingdom) agreed to intervene 
more actively in exchange markets in an effort to cause exchange 
rates to respond more accurately to changes in economic fundamen
tals. More importantly, it was reported that these five countries 
had, at the same meeting, discussed coordinating domestic economic 
policies. This announcement and their subsequent actions contributed 
to the further decline of the dollar, which in turn should eventually 
help to reduce the u.s. trade deficit and the pressures for 
trade restrictionism. 

Whether this healthy trend•~ontinues will depend on whether 
further action is taken to assure tha~,the fiscal and monetary 
policies of the five countries are mutually consistent and rein
forcing. It is particularly important that the major industrial 
countries achieve rates of economic growth more in line with 
their economic potential. Specifically, as the United States 
makes progress in reducing its budget and trade deficits, as 
it must, Japan and Western Europe should move more vigorously 
toward expansion. Without more sustained and satisfactory levels 
of industrial country economic growth, the prospects for achieving 
a more open world economy and strong_ economic advance in the 
developing countries will be greatly ~iminished. 

• The Committee•s specifi~ intere~s at this time focus more 
directly on the second u.s~ initiative--advanced by Secretary 
Baker at the IMF-World Bank meeting ,at Seoul in October--to 
deal with the debt crisis by concentrating on the factors needed 
to support higher economic growth in the developing countries. 

In the Committee's view, this apprc;:,ach is essential and 
timely. The debt problem has clearly.r~ached a new phase. 
The IMF-sponsored austerity and adj~stment programs succeeded 
in surmounting the immediate crisis tha~ faced many large debtor 
countries and threatened the international financial system 
itself. By now, however, the social limits of adjustment in 
many countries have been reached, while at the same time the 
net flow of foreign capital has virtually come to a halt. 

Progress in bringing the debt problem under control will 
now depend on achieving higher levels of sustained economic 
growth. Growth will be stimulated to the degree that resources 
are used more efficiently, domestic savings and investments 
are encouraged, capital is repatriated, market-oriented policies 
are adopted and new foreign investment is attracted. In turn 
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this progress will require building on the policy reforms fostered 
by the IMF -- notably in bringing about more realistic interest 
and exchange rates, reducing budget deficits, promoting market
related pricing, removing subsidies and other distortions, and 
weeding out inefficient public sectors. 

The World Bank and the regional development banks can foster 
these reforms by their technical expertise and by being prepared 
to reward policy reform with a substantial increase in quick-dis
bursing loans. To a greater degree than before, the World Bank 
and the IMF must work closely together in formulating policy 
advice and supporting new programs in developing countries. 

3 

For example, as part of a growth policy the international financial 
institutions should condition lending of quick-disbursing loans 
on the adoption of measures by borrowing countries to improve 
the structure and function of their capital markets. Efficient 
capital markets are essential to channel domestic savings, repa
triated capital and foreign investment in an effective manner 
to the private sector. 

In response to these efforts on the part of the borrowing 
countries and the international financial institutions, the 
commercial banks should provide new loans -- perhaps $20 billion 
or more over three years -- to the fifteen major debtor countries 
identified in the Baker plan. This must be in addition to what 
is provided to the other creditworthy developing country borrowers 
not encompassed in the Baker initiative. 

The u.s. initiative reflects a three-pronged, mutually 
reinforcing effort to stimulate economic growth. It will 
only succeed if all three elements -- debtor countries, international 
development institutions, and commercial banks -- cooperate 
closely. Each must be confident that the others will be carrying 
out their responsibilities. 

The Committee believes that the industrial countries should 
make a purposeful effort to support this program when they provide 
trade credits and bilateral development assistance. Integrating 
these official credits more closely with those of the multilateral 
banks will enhance the effectiveness of both. 

Eventually the proposed expansion in lending by the World 
Bank and the regional development banks will require an increase 
in their capital. The Committee supports such an increase and 
believes that it should be substantial. This is not a significant 
budgetary issue for donor countries, if it is one at all. In 
the case of the World Bank, at least, a new capital increase 
should not require a paid-in portion. The subscription of capital 
by member countries serves as a guarantee authority that enables 
the Bank to borrow funds by floating its bonds on world markets. 

In addition, and more urgently, the Committee believes 
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that the United States should support and share in a new, increased, 
replenishment for the International Development Association 
(IDA) which will have to be renegotiated in 1986. This cost
effective program is needed to ensure continued economic progress 
in poorer countries, such as those in the Indian subcontinent 
and even more critically to foster policy reforms, attract private 
capital and to build the foundation for sustained economic growth 
in Africa. The concept of shared responsibility underlying 
IDA makes it the best way of meeting this need. 

The Committee believes that other new measures will also 
be needed to deal with difficult problems of countries in sub-Saharan 
Africa. In general, these countries are not large debtors simply 
because they are not sufficiently creditworthy. An effort is 
needed to couple concessional resources for them with structural 
reforms. They need these concessional resources to build a 
base to support economic growth -- indeed, in many countries, 
to reverse a precipitant decline in per capita income. 

At Seoul, Secretary Baker outlined a new approach to these 
countries. He suggested the redirection of the IMF Trust Fund, 
reflows to Africa, a possible U.S. contribution to the Special 
Facility for sub-Saharan Africa and, tentatively, mounting new 
programs jointly formulated and supported by the IMF and the 
World Bank. These important initiatives deserve stronger inter
national support than they have yet received. 
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Good morning ladies and gentlemen. 

The first order of business is a word of congratulations. 

The Bretton Woods Committee has completed its first year, and 

already it is firmly established. You have seized opportunities to 

speak clearly and frankly about the international economic issues 

of the day. You have advanced public understanding of the Bretton 

Woods institutions through your diligent work with the media and 

the Congress. We are most grateful to you for these efforts, and 

we would urge you to build upon this impressive beginning, 

expanding the unique and important role which your organization has 

proved itself so capable of performing. 

This is an exceptionally well informed audience and I 

feel it would be more productive today if we had an exchange of 

views, rather than a long monologue from me. So, I will be brief 

in these opening remarks, concentrating on some of the key 

priorities that are at the top of The World Bank's agenda -- most 

notably our strategies to assist the highly indebted nations; our 

work with other middle-income nations; our support for urgently 

needed development progress among the poorest nations, which is to 

say the role of IDA; and our commitment to private sector 

development through the work of the International Finance 

Corporation and our new Multilateral Investment Guarantee Agency. 
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Permit me to begin with the highly indebted nations and 

The World Bank's response to their difficulties. The members of 

the Bretton Woods Committee need no introduction to this issue -

indeed, you have already produced an excellent policy statement on 

the subject. 

So, you will recall that in Seoul, at our last annual 

meeting, the Bank's shareholders reached agreement that the Bank 

should play an enhanced role in assisting the highly indebted, 

middle-income nations to move forward on a development path that 

would secure growth and restore creditworthiness. Secretary Baker 

played a leading part in forging that new consensus on the debt 

problem, and we are most grateful to the United States for 

stressing the importance of a resumption of growth in the highly 

indebted countries and for placing such confidence in The World 

Bank as a major participant in the international debt strategy. 

Our long experience in promoting growth throughout the developing 

world makes us very willing and, let me say, capable partners in 

this effort. 

The new consensus on the debt issue that emerged at Seoul 

grew from a recognition that our efforts to ease the debt problem 

were being hindered by some unfavorable, unexpected developments. 

The robust U.S. recovery did not endure, commodity prices remained 

flat, and the expected flows of new money did not come forth from 

the commercial banks. 
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All of this has left the highly indebted nations turning 

in a vicious circle. Their heavy debt service obligations take 

away resources needed for domestic investment. The resulting 

shortfall of investment activity precludes a significant expansion 

of export capacity to generate additional foreign exchange. Debt 

payments remain an overwhelming burden, which in turn diminishes 

economic prospects and investor confidence. Commercial banks shy 

away and domestic capital flies off to more hospitable climes. And 

there is no economic growth. 

Our discussions in Seoul have put the issue sharply in 

focus: without new sources of capital the heavily indebted 

countries will fall deeper into a low investment -- low growth 

trap. In order to escape that trap, the heavily-indebted countries 

will need cooperative, concerted action from all participants in an 

expanded international debt strategy. This means that the indebted 

countries themselves, the industrial economies, the commercial 

banks, and the multilateral development banks each have their 

respective responsibilities. The World Bank takes its role very 

seriously. 
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But I want to point out that our sense of urgency on the 

debt problem did not originate in Seoul. Well before that meeting 

we put together creative lending programs for several highly 

indebted Latin American countries. In Colombia, for example, we 

supported the government's trade liberalization initiative with a 

$300 million loan, and our monitoring of Colombia's trade policy is 

associated with the provision of new money by corrvnercial banks. We 

have forged similar cooperative lending arrangements with Costa 

Rica, Chile, and Uruguay. 

Building on this firm base of experience, our work on the 

debt issue has accelerated sharply. 

We are pressing ahead with extensive planning and 

analysis activities. We are redeploying staff to enhance our 

capabilities as our coordinating function in the debt strategy 

grows. We are more directly engaging commercial banks in the 

process and more dynamically entering into discussions with our 

borrowers. And let me assure you that our coordination with the 

IMF is being developed even further. The will to secure this on 

both sides of Nineteenth Street is very great. 
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Our special capability in this enhanced international 

strategy lies in our close relationship with the countries 

themselves. Through our knowledge of those countries and the 

mature quality of our policy dialogue, we have and we will continue 

to help them work out the necessary changes in economic policy. 

Three basic areas must be addressed first, an increase in the 

rate of growth of savings, both in the private and public sector. 

Without new domestic savings, productive new investment will be 

very difficult to attain. Second, there must be an improvement in 

economic efficiency, particularly the use of capital if a high 

growth strategy is to be affordable. And finally, exports must 

increase in order to win back the creditworthiness which has ebbed 

away in recent years. 

To take one specific example from the many countries we 

are actively working with, Argentina faces some daunting problems. 

Interest payments on external debt now absorb some 40 percent of 

gross domestic savings compared to less than 5 percent in the early 

1970s. While that external debt increased, domestic production 

declined. In 1985, real GDP per capita was 13 percent below the 

1974 level, and investment fell off too, from 21 percent of GDP to 

13 percent last year. 
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What can Argentina do to reverse this decline? First, a 

continuation of its policy of monetary and fiscal reform is a 

necessary precondition for any program. Second, positive economic 

growth must be restored. Third, per capita consumption must 

steadily improve in order to maintain the social and political 

consensus behind the program. And last, the ratio of debt to 

exports must be brought down to levels where foreign capital will 

be willing to play a more normal role in the economy. 

We are engaged in a vigorous, uninterrupted dialogue with 

Argentina and we are fully confident that an enhanced financial 

relationship will ensue, perhaps similar to our evolving work with 

Ecuador. 

Just last week we signed two significant growth oriented 

adjustment loans to Ecuador, with the President of that country in 

attendance. These are the first in a series of loans which will 

strengthen that nation's ability to secure growth, to enhance 

domestic economic efficiency and, over time, create a far greater 

capacity to manage external debt obligations. 

In December, I visited Ecuador, Uruguay and Argentina. 

My discussions with Latin American leaders were fruitful, and the 

expressed willingness of their governments to take tough actions in 

order to secure better long-term growth prospects was most 

encouraging. 
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Our discuss i ans with indebted country governments a re 

progressing well, and I assure you that the results of our current 

activities will become increasingly, publicly evident over the next 

twelve months. But let me make two very important points here. 

The first concerns the mechanics of our negotiations -- they are 

country-by-country. Each indebted nation has its own distinctive 

situation which requires highly customized attention. Today's debt 

problems will not be erased with a single sweeping gesture, but 

resolved step-by-step and case-by-case. 

My second point on country negotiations is this. 

Adjustment lending on the scale we envision and in association with 

the thorough economic restructuring that will be required will not 

be embraced or arranged overnight. Our experience in this sort of 

operation is well developed, and we have found that sovereign 

nations negotiate such loans with extreme care. They face 

political and economic dilemmas just as sensitive and just as 

intractable as those which we face right here in our own country. 

So let us not build up naive expectations. We do have 

the will of the leaders of most of these nations to act swiftly, 

but political realities demand time for the process of economic 

analysis, policy formulation, loan negotiation and program 

completion to unfold. 
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If we push for instant results and swift conclusions, we 

will risk an impasse that will be damaging for all: damaging to 

the hopes for recovery in the countries themselves and damaging to 

the high quality of our lending which our shareholders and 

investors have come to regard so highly. Let there be no question 

that our negotiations with borrowers will proceed on an urgent 

basis, but we insist that the pace be measured and the results be 

of the highest quality. 

The World Bank 1 s coordinating role has also involved us 

in frequent discussions with commercial bankers who, as you know, 

are very key players in this cooperative strategy. We feel that 

the willingness of the commercial banks to provide more financing 

to the indebted countries will rest very squarely on the progress 

of adjustment in the indebted countries, the quality of that 

adjustment, and its orientation to growth. My discussions with 

both bankers and developing country leaders in recent weeks make me 

confident that the required cooperation will be obtained. 

Thus, we are geared up to play three distinct roles, and 

the work has begun. First, we will be assisting in the formulation 

of country growth programs and will be helping in the monitoring of 

their progress. Second, we will be providing an expanded volume of 

capital necessary to support the programs. Third, we will be 

acting as a catalyst in the mobilizing of capital from other 

sources. 
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We are already making excellent progress given the 

complexity of this many-sided effort. And we want all of our 

friends in the Bretton Woods Committee to understand how determined 

we are to see this debt strategy work and how confident we are that 

we can build on the progress already made. 

It might seem from all the recent attention paid to the 

problem of the highly indebted nations that The World Bank has 

given up its project lending in the rest of the middle-income 

countries. This, of course, is not the case. To sustain growth 

and balanced development in these relatively unburdened countries 

is another key priority on our agenda. From China to Turkey to 

Indonesia and Tunisia our lending activities are moving ahead. 

Indeed, overall we see IBRD commitments this year totalling between 

$12 to $13.5 billion, compared to $11.4 billion last year. And our 

work in progress, the pipeline as we call it, leaves little doubt 

that in our next fiscal year still higher levels of commitments 

will be reached. 

This growth in IBRD lending will continue, and before 

long, we will face limitations on that growth imposed by the amount 

of our capital and reserves. I therefore want to reiterate to this 

influential audience, that the IBRD will need, in time, a general 

capital increase. 
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Let me turn now to our concessional financing affiliate, 

and that is IDA, the International Development Association. It is 

no secret to this audience that the replenishment of IDA's 

resources has not always been trouble-free. IDA's 33 donor nations 

agreed to a $9 billion total in 1984, a sum $3 billion less than 

the previous replenishment and frankly a disappointment, not only 

for IDA's borrowers in Africa and Asia, but for many donors as 

well. At the conclusion of those negotiations, there was a 

palpable sense among donors of a job not fully done. 

Africa's relentless economic decline has been a grim 

reminder of the need for a strong IDA, and early last year donors 

established the Special Africa Facility as a response to the 

crisis. To date $1.4 billion has been pledged, and we are 

appreciative of the recent appropriation by the United States to 

this Facility. Next Monday the IDA Deputies will meet in Paris. 

They will look at the terms and conditions of IDA's credits; they 

will look at the geographical distribution of IDA's assistance, and 

they will discuss the policy orientation of IDA lending. 
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We are hopeful that the IDA donors will recognize that 

the resources we now have, through IDA and the Africa Facility, 

fall seriously short of what is needed by the poorest countries. 

They must understand that in Africa the needs for adjustment 

finance are much longer term than the three-year life of the 

Facility. And in addition to the investments needed in human 

resource development, poverty alleviation and basic infrastructure, 

one of IDA 1 s more urgent tasks will be to address the emerging debt 

problems of many poorer countries in the developing world. 

Let us be candid here. We cannot rely in the future on 

ad hoc, one-shot special facilities to make up for funding 

shortfalls in the IDA replenishments. This is not a complaint, but 

an appeal for pragmatism. To meet the need of all of our poorer 

country members, including the growing volume of adjustment 

lending, it will be far more effective to rely on a long 

established, proven instrument, and provide it with sufficient 

resources to do the job well. And that means we will need to equip 

IDA with resources which exceed the total of IDA VII and the 

Special Africa Facility contributions. 

Let me add that Secretary Baker has outlined ideas for 

additional concessional flows in association with the IMF Trust 

Fund -- we are working to develop this most constructive 

initiative. 
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IDA's replenishment and the Bank's full response to the 

needs of our middle-income countries are two of our highest 

priorities, but they are closely followed by issues crucial to the 

future of private sector development and deeply deserving of your 

continuing support -- that is the future of MIGA and the IFC. 

Last year, we were very gratified with the decision of 

our Board of Governors to approve the convention establishing the 

Multilateral Investment Guarantee Agency or MIGA. MIGA will 

promote private investment for development through its coverage 

against the risks of adverse currency situations, political 

violence, and expropriation. Through those coverages and an array 

of advisory and intermediary services, we expect MIGA to 

substantially improve the investment climate in participating 

developing countries. 

To bring the MIGA convention into force, we will need the 

signatures of five industrialized countries and fifteen developing 

countries. Six developing countries have already signed the 

convention and more are expected shortly. They are Korea, Turkey, 

Ecuador, Senegal, Sierra Leone, and St. Lucia. The United States 

has announced its intention to seek Congressional authorization of 

U.S. participation in MIGA; and we expect the Administration to 

move in the near term. United States leadership will be emulated 

by others, thereby moving up MIGA's first day of operation to the 

nearest possible date. Your vigorous support on this issue is 

indispensable. 
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Our commitment to private sector development is also in 

evidence with the expanding activities of the International Finance 

Corporation. The IFC 1 s Board has approved a doubling of its 

capital to $1.3 billion. And last year, the United States Congress 

appropriated $29 million as a first installment on the American 

allocation of $175 million. 

We are very pleased with that outcome but we should not 

be complacent. The Graham-Rudman procedures recently enacted by 

Congress will certainly be a factor in further installments, and 

therefore we must make clear how important it is to maintain the 

commitment to contribute the full U.S. allocation of IFC 1 s capital 

increase, even if it means stretching out payments somewhat to meet 

budgetary targets. As in the case of MIGA, the U.S. role must be 

one of unquestioned leadership in the expansion of IFC 1 s capital, 

and we hope to see that leadership role sustained for the 

strengthening of the IFC. 
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Ladies and gentlemen, we have set before you today the 

priority issues on our agenda as we see them. Against a backdrop 

of an uncertain economic climate in the industrial countries no one 

in this room can underestimate the degree of difficulty we face in 

these challenges. But The World Bank is stronger now than ever 

before to confront its responsibilities. Our liquidity is high, 

the management of our investment portfolio is efficient, and we 

recently borrowed at the finest spreads ever over the cost of 

government obligations. 

So let there be no uncertainties concerning the financial 

strengths of The World Bank, and let me assure you that in close 

partnership with the International Monetary Fund we will play to 

the full the major roles we and our shareholders have set for 

ourselves. And with your support and encouragement, we are 

confident that we will succeed. 

Thank you. And now I will be pleased to hear your 

comments and questions. 
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Bretton Woods Committee Speech next Wednesday, January 22 
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already, but are tailored to be particularly effective with this audience. 
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