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LETTER OF TRANSMITTAL

This Annual Report, which covers the period July 1, 1997, to June 30, 1998, has been
prepared by the executive directors of both the International Bank for Reconstruction
and Development (IBRD) and the International Development Association (IDA) in accor-
dance with the respective by-lawvs of the two institutions. James D. Wolfensohn, president
of the IBRD and IDA and chairman of the boards of executive directors, has submitted this

World Bank Executive Directors, April 1998 From left to right (front) Khalid M.AI-Saad; Khalid H.Alyahya;
Juanita D.Arnatong;Ali Bourhane; Kacim Brachemi:Andrei Bugrov;Juan Cariaga;Joaquim R. Carvalho; Enzo Del Bufalo;
(back) Leonard Good; Luc Hubloue;Jannes Hutagalung;Young-Hoi Lee;Yong Li;Jean-Claude Milleron; likka Niemi;
Atsuo Nishihara; Gus O'Donnell; Franco Passacantando; Helmut Schaffer; Surendra Singh; Pieter Stek; (missing from
photo: Matthias Meyer;Jan Piercy)
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Report, together with accompanying administrative budgets and audited financial
statements, to the board of governors.

Annual Reports for the International Finance Corporation (IFC), the Multilateral
Investment Guarantee Agency (MIGA), and the International Centre for Settlement of
Investment Disputes (ICSID) are published separately.

Executive Directors Alternates

Khalid M. A1-Saad Mohamed Kamel Amr
Khalid H. Alyahya Khaled Al-Aboodi
Juanita D. Amatong Murilo Portugal
Ali Bourhane Luc-Abdi Aden
Kacim Brachemi Inaamul Haque
Andrei Bugrov Eugene Miagkov
Juan Cariaga Valeriano Garcia
Joaquim R. Carvalho Godfrey Gaoseb
Enzo Del Bufalo Inigo Fernandez de Mesa
Leonard Good Alan David Slusher
Luc Hubloue Namik Dagalp
Jannes Hutagalung Sun Vithespongse
Young-Hoi Lee Christopher Y Legg
Li Yong Zhao Xiaoyu
Matthias Meyer Jerzy Hylewski
Jean-Claude Milleron Jean Pesme
Satoru Miyamura Akira Kamitomai
llkka Niemi Frode Neergaard
Gus O'Donnell Myles Wickstead
Franco Passacantando Helena Cordeiro
Jan Piercy Michael Marek
Helmut Schaffer Eckhardt Biskup
Surendra Singh Syed Ahmed
Pieter Stek Mihai N. Tanasescu

July 31, 1998
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THI WORLD BANK GROUP THE IBRD, IDA, IFC,
ICSID AND MIGA

The WVorld Bank, which these five institutions are Conservative lending policies,
consists of the International known as the World Bank strong financial backing from
Banik for Reconstruction and Group. members, and prudent finan-
Development (IBRD) and the The IBRD, established in cial management give the IBRD

International Development ] 945, is now owned by the strong standing in the markets.
Association (IDA), has one governments of 181 countries. As well as borrowings, the IBRD

overarching goal: helping its To join the IBRD, countries is funded by the capital its
borrowers reduce poverty. It must first be members of the members have paid in, its re-
is a partner in strengthening International Monetary Fund tained earnings, and repay-
economies and expanding (IMF). Upon joining the IBRD ments on its loans.
markets to improve the qual- members subscribe to its capi- IDA was established in 1960
ity of life for people every- tal stock. The amount of to provide assistance to poorer
where, especially the poorest. shares each member is allo- developing countries that can-

The IBRD and IDA make cated reflects its quota in the not meet the IBRD's near-coin-
loans to borrower govern- IMF, which in turn reflects the mercial terms. IDA provides
ments for projects and pro- country's relative economic credits to the poorest coun-
grams that promote economic strength in the world tries-mainly those with
and social progress by helping economy. Members pay in a an annual per capita gross
raise productivity so that small portion of the value of national product in 1997 of
people may live better lives. their shares; the remainder is S925 or less. By this criterion,
Along with these loans, the callable capital" and would about seventy countries are
WNorld Bank provides advice only be paid should the IBRD eligible (see aippendix 6).
and technical assistance. The be unable to meet its obliga- All members of the IBRD are
International Finance Corpo- tions-a situation that has eligible to join iDA, and 160
ration (Cic)-which works never arisen. have done so. Unlike the IBRD,

closely with private investors The :aRD lends only to credit most of IDA'S funds are con-
and invests in commercial en- worthy borrowers and only for tributed by its richer mem-
terprises in developing coun- projects that promise high real bers, although some develop-
tries-and the Multilateral In- rates of economic return to ing countries contribute to IDA
vestment Guarantee Agency the country. As a matter of as well. In addition, IDA re-
(tMIGA)-which encourages di- policy, the IBRD does not re- ceives transfers from the net
rect foreign investment in de- schedule pavments, and it has earnings of the IBRD and repay-
veloping countries by offering suffered no losses on the loans ments on its credits.
insurance against noncommer- it has made. NWhile it does not IDA credits are made only to
cial risk--share the same over- aim to maximize profits, but governments. The repayment
all goals. The International rather to intermediate devel- period is thirty-five to forty
Centre for Settlement of opmnent funds at the lowest years. Credits carry no inter-
Investment Disputes (icsID) cost, the IBRD has earned a net est, but there is a small service
shares the World Bank's objec- income every year since 1948. charge, currently 0.75 percent.
tive of promoting increased The IBRD borrows most of There is also a commitment
flows of international invest- the money it lends through charge, which is set annually,
ment by providing facilities medium- and long-term bor- within a range of 0-0.5 per-
for settling disputes between rowings in capital markets cent of the undisbursed bal-
foreign investors and their across the globe. It also bor- ance; the cormmitment charge
host countries. Collectively, rows funds at market-based is currently set at zero per-

rates from central banks and
other government institutions.
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cent. Although IDA iS legally and financially dis- are a common feature of international invest-
tinct from the IBRD, it shares the same staff, and ment contracts, investment laws, and bilateral
the projects it supports have to meet the same and multilateral investment treaties. ICSID has
criteria as do projects supported by the IBRD. 129 members. In addition to its dispute-settle-

Under its Articles of Agreement, the World ment activities, ICSID undertakes research, advi-
Bank cannot allow itself to be influenced by the sory services and publishing in the fields of arbi-
political character of a member country: Only tration and investment law. Its publications
economic considerations are relevant. To ensure include multivolume collections of "Investment
that its borrowers get the best value for the Laws of the World" and "Investment Treaties"
money they borrow, Bank assistance is untied and the semi-annual "ICsmD Review-Foreign In-
and may be used to purchase goods and services vestment Law Journal." ICSID issues its own
from any member country. annual report, which may be obtained from the

The IFC, established in 1956, helps promote ICSID Secretariat.'
private sector growth in developing countries MIGA was established in 1988 to promote the
and helps mobilize domestic and foreign capital flow of foreign direct investment in member
for this purpose. It has 174 members. Legally countries. It does this by providing guarantees
and financially the iFc and the World Bank are to private investors against major political risks
separate entities, and the IFC has its own operat- and offering investment marketing services to
ing and legal staff. It draws upon the World Bank host governments to help them attract foreign
for administrative and other services, however. investment.

The iFC provides loans and makes equity in- MIGA is an independent self-supporting agency
vestments in support of projects. Unlike most of the World Bank Group. Like the IFC, it has its
multilateral institutions, the IFC does not accept own capital base and country membership, but
government guarantees for its financing. Like a it shares the World Bank's development man-
private financial institution, the iFC seeks profit- date to promote the economic growth of its de-
able returns and prices its finance and service, veloping member countries.
to the extent possible, in line with the market MIGA has 145 members. MIGA issues its own
while taking into account the cost of its funds. annual report, which may be obtained from its
The IFC shares full project risks with its private- Office of Central Administration.2

sector partners. The IFC issues its own annual
report.

ICSID was established in 1966 to help promote 1. International Centre for Settlement of Investment
international investment. It does this by provid- Disputes, Secretariat, 1818 H Street NW., Washington,

ing facilities for the settlement, by conciliation D.C. 20433, USA.
2. The Multilateral Investment Guarantee Agency, Office

and arbitration, of disputes between foreign in- of Central Administration, 1818 H Street NW., NVashing-

vestors and their host countries. Provisions re- ton, D.C. 20433 USA.

ferring to arbitration under the auspices of ICSID

ix



MESSAGE FROM THE CHAIRMAN OF THE BOARD OF

EXEC-UTIVE DIRECTORS

Last year's Annual Report described a
year of change and renewal. This year
many of those changes have begun to
bear fruit. Disbursements and quality are
up; projects at risk are down; and our
clients are reporting improvements
across the institution-from more client

responsiveness to more humility.
This year has seen further changes: the

implementation of the Cost Effective-
ness Review; further decentralization of
decisionmaking powers to the field; a
new budgeting and planning process for

< the first time linked to strategic objec-
tives; and the introduction of a new hu-
man resources policy designed to end
the traditional divisions between head-
quarters and local staff in the field and
between regular and nonregular staff.
Much remains to be done. But the
progress of the last twelve months pro-
vides us with a solid foundation on
which to build. None of this would
have been possible without the whole-
hearted support and guidance of our
executive board.

X THEWORLD BANK\ANNUAL REPORT 1998



For many of our clients the year has also stream; to promote equitable access to the
brought profound change. We do not yet benefits of development, regardless of na-
know what the long-term effects of the East tionality, race, or gender.
Asian crisis will be, but the impact on the To do this we must boost our work with
poor has already been savage. For all of us at our partners in government and in the other
the World Bank Group, the crisis has high- donor agencies, civil society, and the private
lighted the fact that financial and social sector. We must reach out much more
policy must go hand in hand. With the sup- proactively to disadvantaged groups-espe-
port of our shareholders we have set up the cially women and indigenous peoples-and
new Special Financial Operations Unit to we must take a more holistic view of devel-
look at financial and social issues in crisis opment itself. It is my strong belief that we
countries on an urgent basis. We are also ex- will not make development meaningful, sus-
panding our work on long-range financial tainable, and inclusive until we put people
sector reform and focusing much more at- at the center of the development process.
tention on social assessments. This means a much greater focus on country

With its threat of returning millions to ownership and participation, a better appre-
poverty, the crisis has also underlined the ciation of local conditions, and more atten-
fact that, as i put it in my speech at the tion to the role of culture.
Annual Meetings in September 1997, the You will find these themes reflected in
challenge of inclusion is the key develop- the pages of this Annual Report. Taken to-
ment challenge of our time. Across the gether, they show an institution which is re-
globe, too many people are missing out on positioning itself to meet the demands of a
the fruits of economic success. Our goal new millennium-an institution committed
must be to reduce these disparities across to results, partnerships, and inclusive devel-
and within countries; to bring more and opment. The 4.8 billion people who are our
more people into the economic main- ultimate clients deserve nothing less.

JAMES D. WOLFENSOHN
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HIIGHILIGHTS OF FISCAL 1998

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Operational results
IBRD commitments: $21,086.2 million

115 new operations in 43 countries
32.3 percent of investment lending directly targeted to the poor

IBRD disbursements to countries: $19,232 million

Three largest commitments to countries:
Republic of Korea ($5,000 million), China ($2,323 million), and Mexico ($1,767 million)

Financial results
Net income: $1,243 million

Outstanding borrowings at fiscal year end: $105,577 million
Average borrowing costs after swaps: 6.10 percent

Borrowers selected single-currency loan terms for $20,060 million (95 percent) of new loans

INTERNATIONAL DEVELOPMENT ASSOCIATION

IDA commitments:' $7,507.7million

67 new operations in 19 countries
IDA disbursements:b $5,630 million ($198 million from the Interim Trust Fund)

54 percent of IDA investment credits directly targeted to the poor

Three largest commitments to countries:
India (1,073.6 million), Ethiopia ($669.2 million), and Bangladesh ($646.4 million)

IBRD/IDA PROGRAMS

40 percent of investment lending directly targeted to the poor
Adjustment lending: $11,289.2 million (39 percent of total lending)

a. Exclhdintg $75 million in developmeit grants.

I'. Excltding $74 million in development grants.

xii THiE WORLD BAXF; AxNv,\IM REP()RT 1998



OVERVIEW OF WORLD BANK ACTIVITIES IN FISCAL 1998

The World Bank's purpose most effective antipoverty per- coordination with external
is to help borrowers reduce formance in history. As an in- partners were enhanced, in-
poverty and improve living stitution whose core mandate cluding with the new Finan-
standards through sustainable is poverty reduction, the Bank cial Sector Advisory Service
growth and investment in helped support the interna- established with the help of a
people. In fiscal 1998, the tional effort to restore confi- PHRD2 grant, and with Euro-
Bank made strong headway in dence and sustainable growth pean donors through the Asia-
implementing the Strategic by focusing on both the finan- Europe Meeting (ASEM) Trust
Compact,' aimed at increasing cial and the human dimen- Fund; and a Central Bank
development impact and sions of the crisis-including secondment program was es-
playing its part in the fight unemployment, food short- tablished in several countries.
against poverty more effec- ages, and the effects on the The international effort
tively. The Board of Executive poorest and most vulnerable consisted of close partner-
Directors reviewed two groups. ships-from other multilateral
progress reports on the com- The Bank pledged some institutions, particularly the
pact in fiscal 1998 that docu- $16 billion to support reform International Monetary Fund
mented improvements in the programs in the countries fac- (IMF), and with nongovern-
quality, timeliness, and quan- ing critical situations, of which mental organizations (NGOS).

tity of operational work, and $5.65 billion was disbursed. Working in close coordination
in organization, processes, This included a $3,000 million with the IMF, for example, the
and ways of doing business loan to the Republic of Korea, Bank promptly organized a se-
(see box 1). the largest loan in the Bank's ries of technical assistance

The Bank's renewed capac- history, which was processed missions to assist the govern-
ity to deliver high-quality ser- in record time. ments of Indonesia, the Re-
vices through effective part- The East Asian crisis under- public of Korea, and Thai-
nerships was tested in fiscal scored the prudence of the land-including helping to
1998 in its ability to respond Bank's renewed financial sec- identify and address problems
to a new challenge-the East tor emphasis under the Strate- in the financial and corporate
Asian financial crisis, which gic Compact. As the East sectors.
speeded up the pace of change Asian financial crisis rapidly
across the institution-and in escalated, the Bank geared up l.The Strategic Compact, endorsed

by the Board of Executive Directors
the strong turnaround in the to respond quickly and cred- on March 31, 1997, set ambitious

performance of the Africa re- ibly. Additional resources were objectives for the Bank, including:

gion, which had been the approved to reinforce the fi- strengthening the development effec-

starting place of the Bank's nancial sector program, and tiveness of lending and nonlending
starting place of the Bank's nancial sector program,.and se rvices; improving responsiveness to

renewal program. the Special Financial Opera- client needs; developing a broader

Following the dramatic tions Unit was established to range of products and services; reduc-

downturn in financial markets help respond to the crisis in all ing overhead and shifting resources
to the front line; further decentraliz-

in several East Asian countries affected countries, not just in ing activities; rebuilding professional

early in the fiscal year, the East Asia, by providing sup- expertise and technical capacity;

Bank moved quickly to adjust port to help its clients and sharing the best global knowledge
on development with clients and

both lending programs and ad- strengthen weak financial sys- partners.
visory services. The crisis risks tems and reduce the impact of 2. The Policv and Human Resource

undermining one of the most the crisis on poor and other Development (PHRD) Fund is a

remarkable economic achieve- vulnerable people. Staff capac- collaborative effort between the

ments of the twentieth cen- ity was built up through re- gBvernktent fntied grants to meet

tury-and perhaps the single cruitment; collaboration and technical assistance needs of Bank
client countries.

OVERVIEW OF WORLD BANK AcTIVITIES



BOX 1. THE STRATEGIC COMPACT: PROGRESS AND CHALLENGES

One and a half years after member countries approved the Strategic Compact-the World Bank's ongoing
effort to strengthen its development effectiveness through a comprehensive renewal program-progress is apparent
in a number of key areas. There is clear evidence of improved quality and timeliness and an increase in demand
for products and services. These results are underscored by emerging positive feedback from clients through, for
example, client surveys. But a lot remains to be done. Internally, staff are still adjusting to matrix management
and other new ways of working, and there is a need to strengthen trust and teamwork. Externally, it is impera-
tive to sustain the emerging progress on quality, delivery, and results for clients. The compact is a work in
progress. The challenge of implementation remains.

Quality and timeliness have improved...

Quality at Entry Share of Problem Projects Appraisal to Board
(percent) (percent) (months)

loo 20 Jo

80 I , 8

60 FY96 FY97 FY98 10 FY93 FY94 FY95 FY96 FY97 FY98 6 FY93 FY94 FY95 FY96 FY97 FY98

...while quantity has increased.

Quantity
(percent) (billions)

25 30

,; 25
IBRD/IDA Lending 

20 ($biionn)j

-r'- -, 420

Is5 Isbursement Ratio I5

FY93 FY94 FY95 FY96 FY97 FY98
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While addressing new challenges to meet the
THE STRATEGIC COMPACT: Goals and Progress needs of client countries facing crises in East

Asia, the Bank and its African clients began to
Goal Progress reap the rewards of stronger partnerships and
Improve * Reduction in problem projects in portfolio closer client focus.
operational * Higher quality of projects Continued growth, improved economic poli-
quality entering portfolio cies, and increased political openness in many

* Faster delivery of productsinraeopnss m y
___Faster____ delivery_____of __products ____parts of the region, together with a new genera-

Increase * More timely delivery of tion of African leaders, created greater opportu-
level of country assistance strategies nity for development in the region. Lending
services * Increased resources to advisory services lending

services,<b ,, Ledn,nF9 aeodlvl commitments to Africa increased by almost two
___Lending___ in___ Y98__at_record___levels _ thirds to $2,873.8 million after fiscal 1997's

Enhance * 22 Country Directors located in field downturn, reflecting significant policy improve-
responsiveness * Response to East Asian crisis ments in some African countries and the

* Response to El Ninio effects
in Repn touEl iis completion of the Bank's renewal process,in client countnies

vwhich had delayed the pace of commitments in
Address * HIPC: Six countries at decision point fiscal 1997. At $2,506 million, disbursements
broader * Mainstreaming social analysis! also remained high.
development anti-corruption programs
agenda * Additional $25 million per year The Bank's focus on working more closely

to reinforce financial sector with client partners was exemplified in Africa in
fiscal 1998. The Bank's president participated in

Introduce * Single-currency loans
Inewodu Ad aptle ,. lend two key meetings in Kampala and Dakar withnew - Adaptable lending
products instruments (APLs and LILs) African leaders where he learned from them

' IDA guarantees approved firsthand about their development priorities and
Strengthen * Collaboration with all how the Bank could best help meet them.

Strengthen *-Collaboration with all
partnerships partners in East Asia The special needs of Africa's heavily indebted

* Stronger relationship with countries progressed as Uganda became the first
EC/EBRD in Eastern Europe country to reach its completion point under the

- Cooperation with private Heavily Indebted Poor Countries (HIPC) Debt
sector and civil society Initiative in April 1998, when the Boards of Ex-

Build * Knowledge systems in ecutive Directors of the imF and IDA agreed that
knowledge fifteen major sectors the necessary conditions had been fulfilled. The
management * Web sites/help desks for clients/partners Bank's assistance was provided in the form of

* Distance education program
grants for education, purchase and cancellation

Lower 0 Cost effectiveness review under of outstanding debt owed to IDA, and servicing
costs/increase implementation debt owed to IDA over the next five years (see
Productivity * On track to return FY01 budget to also box 2-1). Decisions to provide assistance

FY97 level in real terms
under the initiative were taken for three African

Revamp * Human Resources policy reform approved countries (Burkina Faso, C6te d'lvoire, and
internal * 400 managers in Executive Mozambique) and two South American coun-
capacities Development Program E b for th

* Systems renewal driving efficiency tries (Bolivia and Guyana). Eligibility for the
teamwork/productivity initiative was reviewed for four more African

countries-with Guinea-Bissau and Mali ex-
Focus on * Scorecard measuring performance pected to receive i'c debt relief while the debt
Results and results under development

* Client surveys gauging Bank impact situations for Benin and Senegal were con-
* Semi-annual reports to Board on progress firmed sustainable after the full application of

existing debt relief mechanisms (see table 1).

OVERVIEW OF WORLD BANK ACTIVITIEs 3



BOX 2. INTERNATIONAL DEVELOPMENT TARGETS

Recent United Nations coniferences have adopted several goaZs for the twentv-first century The Bank is
helping to achieve the goals and will monitor them in the countries it assists. The goals are to:

* reduce by half the proportion of people living in extreme poverty by 2015;
* achieve universal primary education in all countries by 2015;
* achieve gender equality in primary and secondary education by 2005;
* reduce infant and child mortality by two thirds, and maternal deaths by three quarters, by 2015;
a provide universal access to reproductive health services by 2015; and
* reverse current global and niation al loss of environmental resources by 2015.

Meeting goals as ambitious and important as these will require significant efforts by the global community.

Both the World Bank and IMIF remain commit- procedures, helped facilitate speedy responses
ted to meeting their full shares of the cost of to these requests for help. A seminar held in
the initiative. The IBRD's Board of Governors ap- collaboration with the Bank's Environment De-
proved the transfer of $250 million from IBRD partment, the Economic Development Institute
surplus and net income to the HlPc Debt Initia- (EDI), and the International START Secretariat3

tive Trust Fund, the principle vehicle through provided a forum for participants from govern-
which the Bank will deliver its debt relief. The ments, NGOS, the private sector, and others to
INIF has provided SDR 250 million to its En- plan for long-term activities to mitigate the im-
hanced Structural Assistance Facility (ESAF)-HIPC pact of drought induced by El Nino.
Trust to finance special ESAF operations under Supporting reconstruction after conflict re-
the initiative and approved an additional trans- mained a major activity in several countries, in-
fer of SDR 40 million. In addition, fifteen bilat- cluding Angola, Bosnia and Herzegovina,
eral donors made contributions or pledges of Rwanda, and Tajikistan.
about $275 million to the HIPC Trust Fund to as- The Bank is committed to the development
sist othe.r multilateral creditors (including the targets adopted by the international community
African Development Bank Group) in provid- for improving the lives and environment of
ing their respective shares of debt relief to people who live in its client countries (see box
qualifying HIPCS. 2). While more people in its client countries are

This year several East Asian and African na- healthier, better fed, and more educated than
tionis, along with some Latin American coun- ever before,4 progress is uneven among coun-
tries, were among those confronted by another tries, and much more needs to be done. Increas-
external event that caused them to turn to the ing its development effectiveness lies at the
Bank and its partners for urgent support: the se- heart of the Bank's renewal. Evaluations com-
vere weather conditions resulting from El Nino pleted in fiscal 1998 showed steady improve-
oscillation. Several governments anticipated ments-Bank operations achieved better results,
damage and disaster and requested the Bank's portfolio quality was improved, and evaluation
help to prepare themselves. Partnership with processes were enhanced-but indicated that
the Inter-American Development Bank (IDB),
the United States Agency for International De-

3. S3ART is a coalition that includes the Global Change
velopment (USAID3, and the United States Na- System for Analysis, Research and Training of the Human

tional Oceanic and Atmospheric Administration Dimensions of Global Environmental Change Program; the

(NOAA), together with the Bank's streamlined International Geosphere Program; and the WVorld Climate
Change Research Program.

4. World Bank. 1 99S. T'orld Dev'elopment lndictrors 1998.
'Washington, D.C.
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TABLE 1. HIPC INITIATIVE: STATUS OF COUNTRY CASES

Assistance at

completion point

(US$ millions, Estimated

NPV present value at completion point) Percentage total

debt/export of which: reduction nominal debt

Decision Completion target World in NPV service relief
point point (in percent) Total Bilateral Multilateral IMPI Bank of debt' (USsM)

Completion point
reached:

Uganda Apr-97 Apr-98 202 347 73 274 69 160 20 650

Decision point reached 2

BurkinaFaso Sep-97 Apr-00 205 115 21 94 9.6 44 14 200
Bolivia Sep-97 Sep-98 225 448 157 291 29 54 13 600
Guyana Dec-97 Dec-98 1073 253 91 161 35 27 25 500
Cote d'lvoire Mar-98 Mar-01 1413 345 163 182 23 91 6 800
Mozambique Apr-98 mid-99 200 1,442 916 526 105 324 57 2,900

Total agreed
debt relief ... ... 2,950 1,421 1,528 271 700 ... 5,650 1

Preliminary HIPC
document issued

Mali 2nd Q. 98 4th Q. 99 2005 196 63 133 20 65 14 350
Guinea-Bissau' 3rd Q. 98 mid-01 2005 300 148 153 8 73 73 500

Debt judged sustainable

Benin Jul-97 ... ... ... ... ... ... ... ...

Senegal Apr-98 ... ... ... ... ... ... ... ... ...

SOURCES: IMF and Bank board decisions, completion point documents, final -frpc documents, preliminary HIPC documents,
and staff calculations.

1. Percent of net present value (.Npv) of debt at completion point, after full use of traditional debt relief mechanisms.

2. Assistance committed by Bank and IMF. Further countries that could reach the decision point within the comingyear
include Chad, Guinea, Mauritania, Togo, and, possibly, Ethiopia and Vietnam. Not all would be expected to require
assistance under the HIPC Debt Initiative.

3. Eligible under fiscal/openness criteria; NFlv of debt to exports target chosen to meet Pwv of debt-to-revenue target of 280
percent.

4. Targets based on majority view in preliminary discussions at Bank and .MF boards; assistance based on preliminary HIPc

documents and subject to change.

5. Reflects the view of most executive directors advocating a target at the low end of the 200-220 percent range, with many
recommending a 200 percent target.

6. Country case will need to be re-assessed after civil disturbances end.

continued progress in meeting the development clined from 31 percent of the portfolio to 26
effectiveness goals set out in the Strategic Com- percent by commitment value and from 34 per-
pact will depend on current efforts to sustain cent to 30 percent by number of projects.
and strengthen the portfolio. The Annual Report The Bank's strategic underpinning for refo-
on Portfolio Perfornance (ARPP) showed improve- cusing the development agenda to improve de-
ment in the overall portfolio performance as velopment effectiveness is the country assis-
both actual and potential problem projects de- tance strategy (CAS), the centerpiece of
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FIGURE I Madagascar, Mali, and Uganda; dissemination of
Oper ations Approved for Bank and IDA a rural development and water strategy in
Assistance by Region, Fiscal Year 1998 Morocco and Yemen and development of a rural
(US$ millions) water strategy for Tunisia; and initiation of a re-

gional rural development strategy for South
LAC 6,040 Asia and of sector studies on agricultural mar-

keting and land markets in Sri Lanka.
The important role that partnerships are

MNA 969 playing in reinforcing the Bank's development
activities and enhancing development effective-

ECA 5,224 ness is illustrated throughout the pages of this
Annual Report. The Partnership Group was es-
tablished in fiscal 1998 to help build and facili-

SAS 3,864 tate further partnerships to make the Bank a
more efficient player in development.

EAP 9,623 A central tenet of the evolving role of the
World Bank is to build it into a world-class
knowledge institution through a knowledge

AFRICA 2,874 management system that extends across the
World Bank and outside-to mobilize knowl-
edge and learning for better results. Underpin-
ning this effort in fiscal 1998 was an action plan

Bank-government interaction. A CAS evaluation for consolidating information management and
report prepared in fiscal 1998 documented im- technology systems to ensure that individual
provements in CASs, and identified three priori- Bank units' efforts align with institutional pri-
ties for further advances: sharper strategic selec- orities. Prototype knowledge management sys-
tivity, more candid treatment of risks, and tems in education and health were established,
enhanced self-evaluation and monitoring of cAs and a common framework for the systems was
implementation. Improvements were evident in set up in the Bank's regional offices.
two directions: increased client focus and strate- While the regional offices' knowledge
gic selectivity. management efforts focused on developing

Mainstreaming the social dimensions of devel- country-level information and live databases,
opment is key to effective and sustainable the thematic networks5 began implementing a
developrnent, and some 125 social assessments knowledge management program in fifteen sec-
were completed or underway in fiscal 1998. tors (such as education, finance, health, infra-
Regional social development action plans were structure, and poverty), with information being
prepared, and resources for social development compiled around eighty 'knowledge domains."
were provided under the Strategic Compact. An Work began on establishing a community of
increasing number of CASS paid special attention practice for each topic, which includes help
to social development issues, and the involve- desks, advisory services, a directory of expertise,
ment of key stakeholders in the preparation pro- collections of statistics and information about
cess of many also helped meet social objectives. the Bank's operations and activities, and collec-

The goals and targets of the Rural Develop- tions of know-how emphasizing best practices
ment Action Plan, approved in fiscal 1997, also
are supported under the Strategic Compact. 5. Networks comprise and link staff working in the same

Initiatives in support of the plan included devel- sectors throughout the Bank and provide a mechanism to

opment of rural strategy papers for Guinea, help deliver the best possible products for clients. The four
thematic networks are Human Development; Environmen-
tally and Socially Sustainable Development; Finance,
Private Sector, and Infrastructure; and Poverty Reduction
and Economic Management.
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and lessons learned. Provision is being made for velopment partners than is possible through
external clients to access the system. face-to-face learning. An interactive electronic

The Bank helps to facilitate learning and classroom was set up in the Bank's Main Com-
strengthen client country capacity through FDI'S plex, and core courses are being converted to
activities.6 As greater emphasis has been placed distance education delivery.
on knowledge as a catalyst of reform, EDI's role The cost effectiveness review (CaR) was com-
has increased.. In fiscal 1998 the efficiency of pleted and endorsed by the Board of Executive
EDI'S services was improved and its reach ex- Directors in October 1997, and implementation
tended: some 23,250 direct participants, includ- began. The CER implementation is leading to
ing national leaders, government officials, parlia- changes in systems and procedures to deliver
mentarians, journalists, private entrepreneurs, better services while realizing estimated poten-
NGOs, and educators were reached through 402 tial savings in fiscal 1999 through fiscal 2001.
EDI learning activities. Partnerships within the These changes, targeting higher productivity in
Bank were strengthened: with the Bank's the- the frontline and generating savings through ef-
matic networks, for example, ED] launched and ficiency gains in the backline, are on track to re-
piloted core courses on development priori- alize the Strategic Compact's goal of having
ties-from banking, finance, and regulation to frontline resources account for 60 percent of
environment and sustainable development and the budget while support activities account for
from governance to human and social develop- 40 percent by fiscal 1999.
ment. These courses help spread up-to-the- To help make the budget an instrument of
minute knowledge on key development chal- the Bank's strategy and link resource allocation
lenges. To integrate client training programs into more closely with institutional priorities, a new
overall development efforts, EDI provided pro- more strategic and transparent planning and
gram support, on a selective basis, in the prepa- budgeting process was developed at a strategic
ration of twelve CASS in fiscal 1998. forum held in January 1998. Among the out-

The Global Distance Education network, es- comes of the forum were:
tablished in fiscal 1998, is using interactive tele-
vision, videoconferencing, and the Internet to 6. EDI issues it own annual report, which is available from:

New Products and Outreach, The Economic Development
deliver training and policy services to more de- Institute, The World Bank, 1818 H Street, N.W, Washing-

ton, D.C. 20433.

FIGURE 2 IBRD and IDA Commitments, Fiscal Year 1998
Telecommunicalons $7 _ - 2%

(US$ millions) industry, $73 -. 30
Oil and gas, $ 10 .50%

Water- sup.Ly and sanitator $553 - 2°4Fmironment, $902 -O3
* LiUrban development, $1,118 -- 4%

Finance, $6,24 -22% Social secto $1,316-5%
M--- MHng, $1,377 --5%

rMult sector. $1,857- 7%

Education $3,129 -- I % 
iPublic sector management $1,990-- 7%

Transportat on $3,113- I I - * - Healtn nutrition and popu'atior, $1,991 - 7%

Agrnci.rure, $2 717- 0% iectric power ard other energy, $2,004 - 7%
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TABLE 2. TRENDS IN IBRD AND IDA LENDING, FISCAL YEARS 1996-98

(millions of us dollars)

1996 1997 1998

Sector IBRD IDA Total IBRD IDA Total IBRD IDA Total

Agriculture 973.8 1,105.1 2,078.9 2,810.6 735.9 3546.5 1,480.5 1,236.9 2,717.4
Education 920.8 784.9 1,705.7 762.3 255.1 1,017.4 1,927.8 1,201.5 3,129.3
Electric power

and other energy 2,899.2 347.9 3,247.1 1,613.4 275.8 1889.2 1,115.0 889.0 2,004.0
Environment 534.6 348.1 882.7 22.5 224.2 246.7 753.8 148.3 902.1
Finance 1,199.2 231.2 1,430.4 993.7 201.1 1,194.8 6,103.0 141.5 6,244.5
Health, nutrition

and population 1,495.2 858.2 2,353.4 245.8 694.1 939.9 911.5 1,079.4 1,990.9
Industry 217.0 31.7 248.7 145.0 50.5 195.5 - 73.0 73.0
Mining 570.8 121.2 692.0 300.0 21.4 321.4 1,369.5 7.0 1,376.5
Multisector 906.3' 759.2 1,665.5 1,373.0 813.0 2,186.0 1,187.7 669.4 1,857.1
Oil and gas 30.0 25.6 55.6 114.0 21.6 135.6 130.0 10.0 140.0
Public sector

management 1,036.0 840.2 1,876.2 729.7 190.8 920.5 1,638.5 351.7 1,990.2
Social sector 440.0 554.5 994.5 1,303.7 66.5 1,370.2 933.9 381.6 1,315.5
Telecommunications 35.0 - 35.0 - - - 68.1 2.4 70.5

Transportation 2,236.9 535.7 2,772.6 3,224.8 607.0 3,831.8 2,134.7 977.8 3,112.5
Urban development 632.0 236.5 868.5 506.0 162.3 668.3 893.6 223.9 1,117.5
Water supply and

sanitation 529.1 80.7 609.8 380.4 302.4 682.8 438.6 114.3 552.9

Total 14,655.9 6,860.7 21,516.6 14,524.9 4,621.8 19,146.7 21,086.2 7,507.7 28,593.9

-Zero.

NoTE: TlVhile sinigle loans may cover several sectors, this classification assigns each loan approved in the fiscal year to a
single sector

a. Includes the refinanced/rescheduled overdue charges of $168 million for Bosnia and Herzegovina.

* agreement on five Bank Group-wide corpo- An independent inspection panel established
rate priorities;7 bv the executive directors in September 1993

* an intensified action program for imple- helps to ensure that the Bank's operations ad-
menting the internal renewal program; and here to the institution's operational policies and

* budget allocation principles designed to procedures regarding the design, preparation, or
align resources better with corporate priorities, implementation of a project. Any group of indi-

Bank management and the Board of Execu- viduals who may be directly or adversely af-
tive Directors monitored progress in reaching fected by a Bank-supported project or projects
the objectives set out in the Strategic Compact may ask the panel to inlvestigate complaints that
to maximize the Bank's effectiveness in the the Bank has failed to abide by its policies and
fight against poverty, procedures. The executive directors decide, on

In fiscal 1998 the Board of Executive Direc-
tors endorsed reform of the Bank's human re-
sources policies to align them with the needs of 7. To (i) follow through on the Strategic ComlpaCt, CER,

the new Bank. The new strategy will help the and staff survey; (ii) implement the Bankis internal renewval

Bank attract and retain the best people from all agenda; (iii) respond to the globalization challenge-
including the East Asian financial, social, and government

over the world, treat them fairly over the course crisis; (iv) identify and implement bolder and more

of their Bank careers, and foster teamwork, aggressive approaches to capacity building, governance,

learning, and innovation. education (especially of girls), and Africa, and (v) develop
partnerships with the private sector and civil society.
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the recommendation of the panel, whether an During the fiscal year the Republic of Palau
inspection will take place. became a member of the IBRD, increasing the

The Panel continues to receive numerous membership to 181. At the end of the fiscal
queries concerning potential requests for in- year, action was pending on membership in the
spection. It has received thirteen formal re- IBRD for the Federal Republic of Yugoslavia
quests for inspection to date, eleven of which (Serbia/Montenegro).
were found to be admissible, and seven have The Republic of Palau also joined ID. in fiscal
been acted upon. 8 1998, bringing total membership to 160. At the

Against this backdrop, Bank and IDA commit- end of the fiscal year, action was pending on
ments increased significantly: commitments by membership in TDA for Barbados, Ukraine, Ven-
the IBPD amounted to $21,086.2 million, up ezuela, and the Federal Republic of Yugoslavia
$6,561.3 million from fiscal 1997, and commit- (Serbia/Montenegro).
ments by IDA amounted to $7,507.7 million, up On June 23, 1998, the Board of Governors of
$2,885.9 million from fiscal 1997. IBRD dis- the IBRD approved a selective capital increase
bursements, at $19,232 million, were up $5,234 (sci) of 23,246 shares for five countries (Brazil,
million compared to fiscal 1997, and IDA's dis- Denmark, the Republic of Korea, Spain, and
bursements were $5,630 million, down $349 Turkey) in recognition of discrepancies that had
million from fiscal 1997. Figures 1 and 2 show developed over time between these countries'
fiscal 1998 lending by region and by sector, and shareholding and their economic positions.
table 2 shows trends in lending by sector.

8. Details from the Inspection Panel's Atmnual Report, and at
http://wvw.worldbank.org

OVERVIEW OF WORLD BANK ACTIVITIES 9



SECTION ONE THE BOARD OF EXECUTIVE DIRECTORS

The Board of Executive Direc- ecutive directors' Steering an important role in shaping
tors is responsible for the con- Committee, an informal advi- Bank policy and its evolution.
duct of the general operations sory body, also meets regularly. It is in this role that the direc-
of the Bank and performs its Although a committee cannot tors represent the changing
duties under powers delegated make a decision for the entire perspectives of their share-
by the Board of Governors. Board of Executive Directors, holder governments vis-a-vis
As provided in the Articles of the committees increasingly the Bank's role. These policy
Agreement, five of the look in depth at Bank policies initiatives normally reflect
twenty-four executive direc- and practices and report their needs perceived by sharehold-
tors are appointed by the five findings and recommendations ers and involve a process of
member governments having to the executive directors. consensus building, both
the largest number of shares; In addition, workgroups of among executive directors and
the rest are elected by the executive directors and alter- with Bank management. Many
other member governments, nate executive directors at of the changes in Bank policy
who form constituencies in an times make special trips to grow from initiatives by the
election process conducted borrowing countries to ob- executive directors and occur
every two years. serve Bank-supported opera- gradually over a period of

The executive directors tions and the Bank's assistance years, such as the increasing
consider and decide on the strategy firsthand. They meet emphasis on social develop-
IBRD loan and IDA credit pro- a wide range of people, includ- ment, gender, environment,
posals made by the president, ing staff of the Bank's resident and capacity-building issues.
and they decide policy issues missions or field offices, gov- In fiscal 1998, the executive
that guide the general opera- ernment officials, project man- directors approved the intro-
tions of the Bank. They are agers, nongovernmental orga- duction of two adaptable
also responsible for presenting nizations (NGOs), project lending instruments to add to
to the Board of Governors at beneficiaries, and the business the Bank's lending toolkit: the
the Annual Meetings an audit community. In fiscal 1998, Learning and Innovation Loan
of accounts, an administrative groups of executive directors (LIL) to support small, time-
budget, and an annual report visited the Middle East and sensitive programs to build
on the operations and policies North Africa (Jordan, Tunisia, capacity and pilot promising
of the Bank, as well as any West Bank and Gaza, and development initiatives or to
other matters that in their Yemen) and eastern and experiment and develop
judgment require submission southern Africa (Eritrea, locally based models prior to
to the Board of Governors. Lesotho, and South Africa). large-scale interventions; and
During fiscal 1998 the Board the Adaptable Program Loan
of Executive Directors met Shaping policy (APL) to provide phased, but
ninety-two times in formal The Board of Executive Di- sustained, support for the
board meetings and as the rectors' oversight responsibil- implementation of long-term
Committee of the Whole an- ity covers virtually all Bank development programs (see
other sixty-eight times in policy, so its role cannot be box 4-1). On a pilot basis, the
informal sessions. In addition, clearly separated from most of executive directors agreed in
most of the executive direc- the Bank's activities and initia- principle that IDA be allowed
tors serve on one or more of tives as described in this to offer partial risk guarantees
five standing committees: Au- Annual Report. This oversight to private lenders in IDA-only
dit Committee, Committee on responsibility is exercised in countries where IBRD enclave
Development Effectiveness, part by the executive direc- guarantees are not available
Budget Committee, Personnel tors' approval of Bank or IDA (see box 3-2 ).
Committee, and Committee lending operations and the an- The executive directors
on Executive Directors' Ad- nual budget process. The ex- have increasingly encouraged
ministrative Matters. The ex- ecutive directors also exercise closer linking of the operations
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of the Bank, IFc, and MIGA. In fiscal 1998 the mented within the framework of the Strategic
Board of Executive Directors considered eight Compact. The executive directors approved far-
country assistance strategies prepared jointly by reaching reforms to the Bank's human resources
the Bank and the IFC.1 (HR) policies. The new HR policy framework is a

The executive directors adopted strategies and major milestone in the Strategic Compact.
guidelines in support of the Bank's commitment
to strengthen its efforts to promote good gover- Response to the East Asian financial crisis
nance and combat corruption. They acknowl- Under the executive directors' oversight, the
edged that corruption and weak governance Bank has been very active in responding to the
undermined amacroeconomic stability, private East Asian crisis as part of the international ef-
sector activity, and sustainable development. fort to restore confidence and sustainable
They agreed that the Bank should be actively growth in the region and address the social im-
involved in responding to member governments' pacts of the crisis. The Bank has pledged up to
requests to strengthen their institutions and per- $16 billion to underpin programs of structural
formance in these areas. And they noted that reform and technical assistance for countries in
member governments have the primary respon- the region. In a swift response to the crisis, the
sibility for combating corruption and strength- executive directors approved a record $5,000
ening governance, and underscored the impor- million in loans to the Republic of Korea. To-
tance of a consistent and even-handed approach gether with its partners, the International Mon-
to these issues. etary Fund (ImF and the Asian Development

Bank (ADB), the Bank is helping several of its
Strategic Compact with shareholders Asian client countries address structural issues

Last year the executive directors unanimously relating to the current financial crisis.
endorsed the Strategic Compact between the
Bank and its shareholders-a plan for reform Heatily indebted poor countries
and renewal of the Bank to make it more effec- Last year the executive directors of the Bank
tive in achieving its overriding goal of poverty and the iNIF endorsed a program of action for re-
reduction. The compact's objective is to trans- ducing the debt burden of eligible heavily in-
form the way the Bank conducts its business by debted poor countries (HIPCS) to a sustainable
improving its products, speeding up its pro- level and established the HIPC Debt Initiative
cesses, lowering its costs, making it more de- Trust Fund. There has been extensive interna-
mand driven, and increasing its development im- tional cooperation among all partners-multi-
pact. The executive directors' committees play a lateral and bilateral-in implementing the ini-
major role in helping directors to discharge their tiative for the benefit of the poorest and most
oversight responsibilities in monitoring the com- indebted countries. Further progress has been
pact. The executive directors reviewed two made in fiscal 1998 in implementing the initia-
semi-annual reports on the compact and noted tive to support governments that show strong
that considerable progress has been made in commitment to reform. Six countries have
meeting its ambitious objectives. They stressed qualified for assistance-Bolivia, Burkina Faso,
the need to continue to improve the corporate C6te d'Ivoire, Guyana, Mozambique, and
scorecard, focusing on key performance indica- Uganda. Uganda was the first country to reach
tors and strengthening the link to development the completion point under the initiative.
results.

In earlv fiscal 1998 the executive directors Country and sector strategies

considered a report on cost effectiveness focus- The country assistance strategy (cAs) is the
ing on aligning resource allocation with strategic central tool for reviewinig and guiding Bank
priorities, developing clearer standards for policy country programs. It is a key Bank instrument
compliance, simplifying business processes, and for customizing its poverty reduction strategy,
reducing overhead. The recommendations of the 1 Brazil, Cote dIlvoire, Egypt, India, Indonesia, Kazakhstan,

Cost Effectiveness Review are being imple- Mexico, and Poland.
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strengthening partnerships with clients, and al- The committee continued to ensure that
locating resources across competing demands. evaluation results are routinely and rapidly fed
As a result of the executive directors' work, back into the formulation of new directions,
there has been a visible refocusing in the CAS on policies, and procedures. For example, it consid-
building on lessons from past performance, con- ered Country Assistance Reviews prepared by
sulting civil society, evaluating the impact of OED for Bangladesh, C6te d'Ivoire, Mozambique,
Bank efforts and results on the ground, and and the Philippines and reported its findings to
strengthening the Bank's presence in the field. the Board of Executive Directors prior to the

In reviewing CASS in fiscal 1998, the executive discussion of the CASS for those countries. Simi-
directors continued their efforts to see poverty larly, the committee reviews draft sector strate-
reduction-the Bank's overriding objective- gies ahead of executive directors' discussions; in
more comprehensively integrated into strategies. fiscal 1998 these included health, nutrition, and
Directors increasingly recognized considerable population; and energy and the environment.
progress made in CAS quality. They emphasized Other areas of the committee's focus in fiscal
the need for increasing country focus to en- 1998 included operational policy reform, per-
hance ownership and results on the ground. formance of technical assistance projects, the
They agreed that the priorities for further ad- Africa region's portfolio and capacity-building
vances in CAs quality are sharper strategic selec- activities, and the Special Program of Assistance
tivity artd enhanced treatment of self-evaluation to Africa (SPA).

and monitoring of CAS implementation.
In fiscal 1998 the executive directors ap- Selective capital inicrease

proved a sector strategy for health, nutrition, The IBRD 's executive directors recommended,
and population-a prototype for a new Bank and the Board of Governors approved, a selec-
product intended to complement CASS wvith a tive capital increase (scI) of 23,246 shares for
sectoral perspective on the Bank's comparative five countries-Brazil, Denmark, the Republic
advantage, effectiveness, and priorities. of Korea, Spain, and Turkey. The sci will provide

additional callable capital of $2 626 million
Development effectiveness paid-in capital of $168.3 million, and additional

The Board of Executive Directors' Commit- contributions to IDA of about $250 million.
tee on Development Effectiveness (CODE) over- These countries are expected to maintain higher
sees the development effectiveness aspects of IDA shares in DA- 12 and thereafter.
Strategic Compact monitoring and implementa-
tion and tracks the results of Bank operations New auditors
on the ground. CODE validates and guides the In fiscal 1998 the executive directors' Audit
activities of the Operations Evaluation Depart- Committee reviewed the effort to enhance the
ment (OEo) and attests to the adequacy of Bank's internal controls environment; the finan-
management responses to OED findings and rec- cial policies, including management of portfolio
ommendations. The committee assists the ex- concentration and liquid assets; and the issues
ecutive directors in assessing the corporate per- related to the generation and allocation of the
formance scorecard, portfolio management, Bank's net income. In addition, the committee
and quality assurance and in refocusing the followed the orderly conclusion of the tenure of
development priorities. Price Waterhouse and the transition to Deloitte

In fiscal 1998 the committee continued to Touche Tohmatsu (DTr) as the new auditor. The
montor implementation of strategies for committee agreed to include a management dis-
strengthening self- and independent evaluation cussion and analysis as a preface to the IBRD'S fi-
and developing a coherent evaluation frame- nancial statements in the fiscal 1998 Annual Re-
work. Significant progress has been made on all port. The committee's recent discussions
fronts in renewing and revamping the Bank's included the approach to determining the ad-
evaluation system. equacv of the Bank's loan loss provisions and

the Bank's procurement function.
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SECTION Two 1998 REGIONAL PERSPECTIVES

AFRICA

Despite cautious optimism and to meet the changing political instability must not
about the region's progress, needs of its African clients. be forgotten. Some, like
Africa's growth must be boosted The Bank's fiscal 1997 An- Angola, show impressive
if poverty is to be reduced for nual Report was optimistic growth figures, but they do
large numbers of people. The about the region's economic not translate into either stabil-
macroeconomic reforms that fa- recovery. This is reinforced by ity or better living standards.
cilitated positive growth for the fiscal 1998 results. While If growth is to be boosted,
three years now must be deep- the region's gross domestic the macroeconomic reforms
ened to reshape the role of the product (GDP) grew at 3.8 per- that have facilitated positive
state and enhance its effective- cent, this was heavily influ- growth rates in Africa for
ness. In fiscal 1998 the Bank enced by South Africa's three years must be deepened
worked closely with African cli- growth of 2 percent in 1997; to reshape the role of the state
ents to support them in efforts to the average African country and enhance its effectiveness.
improve social services and in- grew 4.6 percent, slightly
frastructure and build attractive lower than in 1996 (4.8 per- Africa takes charge
business enivironmients that will cent). Some thirty-seven The importance of African
encourage private investment countries registered positive leadership was underscored
and private sector development. per capita GDP growth in 1997, when the Bank's president
Special attention was given to and twenty-one of them grew participated in meetings of Af-
human development, especially at 5 percent and more. Ex- rican leaders in Kampala and
to helping African people take ports expanded roughly twice Dakar in January and June
advantage of global communica- as fast as GDP in recent years 1998 respectively. Africa's
tions systems for accessing infor- and lower fiscal deficits and leaders hold the key to the
mation. Several countries quali- inflation also boosted growth success of the continent's eco-
fied for assistance under the (see figure 2-1). nomic, social, and political
Highly Indebted Poor Countries But optimism must remain growth and stability. But they
(HIPc) Debt Initiative, allowing guarded while economic per- face a tough challenge: to
them to focus scarce resources formance falls short of levels deepen the macroeconomic
on development and poverty needed to reduce poverty sub- stabilization and economic re-
reduction rather than debt stantially and deliver growth forms that many have begun
repayment. to all layers of society. Serious and to reshape the role of the

For the third year in a row, challenges to recent progress state by improving capacity to
the average Sub-Saharan Afri- must be recognized: manage resources, ensuring
can country experienced * HIV/AIDS as an economic delivery of social services and
positive per capita economic threat;'
growth in 1997. This, com- * dependence on develop- 1. Life expectancy is decreasing
bined with improved eco- ment assistance; markedly in those countries with high

HIV/AIDS prevalence rates: estimates

nomic policies and increased * the rapid rise of domestic suggest reductions of as much as
political openness, has created debt in some countries; and seventeen years, or down to the levels
greater opportunity for devel- * the potentially dampening of the I 950s. There is hope, however:

a decline in HIV Infection has been
opment. As Africa's leaders effect of the East Asian crisis. observed in Uganda since 1995,
address the different develop- The majority of African with new infection rates falling. The
ment needs of their countries economies have responded Bank is supporting two ongoing

projects in Uganda that focus on safer
and strive for what some are positively to growing social sex and twenty-six other projects
calling an African renaissance, stability and sound policies, with HIV/AIDS components across
the World Bank has been chal- but the plight of Africans in the region. Some 42 percent of the

Bank's cumulative Htv/A10Ds lending
lenged to find new ways to re- some eight or so countries still between 1986-97 has been in the
spond to these opportunities severely affected by social and Africa region.
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FIGURE 2-1 infrastructure, and creating attractive business
Sub-Saharan Africa: environments.
Comparative Economic Performance The Bank supported its African clients in
(percent) these efforts in fiscal 1998. Table 2-] shows the

sectoral distribution of lending to the region for
Bottom-third performers the 1989-98 period. Table 2-2 compares com-
Middle-third performers mitments, disbursements, and net transfers to
Top-third performers the region for fiscal years 1993-98, and table

_= Total Sub-Saharan Africa 2-3 shows operations in the Africa region ap-

6 proved by the Board of Executive Directors
during fiscal 1 998 by country. See also figure

5 2-2 for IBRD and IDA commitments by sector.
Deeper-level reforms are underway in

4 Senegal, for example, where a $100 million IDA

3 X * --- : adjustment credit is supporting power company
privatization and petroleum sector liberaliza-

2 } * .- * 9 tion. Up to eighteen African countries will have
partly or totally private telecommunications by

0' * .-. * - - . * -the end of 1998. The Bank remains involved in

n _ :- -* k the rehabilitation of the Abidjan-Ouagadougou
1 980-93 1 994-96 1 997 railway link, which is still the only railway con-
Annual GDP Growth by Economic Performance cession in Sub-Saharan Africa. Work on the

30 j Maputo corridor between Mozambique and its

25 neighbors could soon change that. The Bank has
provided technical assistance in the develop-

20 ment of designs and the evaluation of the pro-
1 5 | < | -- - | spective port and rail concessions. Negotiations

toward an agreement are well advanced.
I 0 As Africa takes charge, a number of its leaders

have recognized the stranglehold that corrup-
tion has on development efforts. Six countries

0 (Benin, Ethiopia, Malawi, Mali, Tanzania, and
1 980-93 1994-96 1 997 Uganda) have requested help from the Bank to

Annual Investment/GDP by Economic Performance establish national anticorruption programs, and,

1 2 in many cases, the Economic Development

1 0 - Institute's integrity programs are supporting
these efforts. When corruption has threatened

8 to undermine development objectives, the Bank
has made its views public. In some countries,

6 U : .- -. corruption has been a central feature of coun-
4 try assistance program (CAs) discussions.

2 * | '- | -- Moving forward
0' | | ~ | FGrowing evidence that the impact of devel-

1 980-93 1 994-96 1 997 opment assistance is most effective in countries
Annual Export Growth by Economic Performance that pursue sound economic policies has guided

the Bank to be increasingly selective in its lend-
ing. In those countries where policies are con-

Note: Unweighted country averages. ducive to reducing poverty through growth,

trade, and investment, lending has increased sig-
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nificantly. In fiscal 1998, a greater number of
CASS specifically set out strategies to accelerate
growth. For countries yet to embrace Stronger
policies, the Bank has focused its assistance on
policy dialogue and advisory services.

For Africa to build further on its initial suc-
cesses, trade and private investment must grow.
Currently, 61 percent of exports are made up of
agricultural products, minerals, and metals, and
only 19 percent manufactures; growth remains
far too low and undiversified. Long-term private
capital flows to Africa have increased from $4
billion in 1996 to $8 billion in 1997 t but re-
main a fraction of the $256 billion total flows to

developing countries. Africa must attract more For Africa to build on its successes, trade and private
investment, not only from foreigners but from investment must grow. Building a skilled cadre of
Africans themselves: some 37 percent of Afri- people will enhance Africa's competitivenes in the
can assets are held abroad, according to esti- global economy.
mates-higher than any other region.

In fiscal 1998 the Bank helped its African cli-
ents, such as Malawi and Mozambique, to lower held in Benin, South Africa, and Zimbabwe
trade barriers and increase competitiveness. In -attracted policy makers and financiers
some countries, trade taxes can account for up from about fifteen African countries. A
to 40 percent of fiscal revenue, and in one ex- project in Benin, which transformed a bank-
ample of an effort to address this, the Bank and rupt cooperative movement into one of
the West African Economic and Monetary Africa's most successful credit union systems,
Union (projEctu are discussing ways to meet the has become a best-practice model and is be-
transitional financial costs as fiscal policies are ing replicated in Guinea.
strengthened. A striking feature of a meeting of the Eco-

Financial sector reform is critical to Africa's nomic Committee of the Global Coalition
development and competitiveness. At the end for Africa (GCA) in Gaborone was the consen-
of fiscal 1998, thirty financial sector activities sus among all players-governments, donors,
were underwayo in the region, with a loan port- and the private sector-on the need for a
folio of $397 million. Privatization and restruc- stable business and macroenvironment and a
turing projects are underway in Ghana, Togo, performing financial sector. There is also
and Uganda. At the regional level, the Bank is greater recognition that the private sector has
helping the West African and Central African a significant role to play in assisting Africa
economic and mronetary unions to develop reach the sustainable growth rates that will
common payments systems and improve bank- begin to make a difference to people's wel-
ing supervision; and with the Southern African fare. While much of the Bank's support for
Development Community (SADCa, work is on- private sector development has been policy-
going to harmonize payment systems. based, promotional activities have been on-

As part of the Bank's regional microfinance going throughout the year. The Gateway Ii-
strategy, raising awareness about principles and tiative in Ghana goes beyond this to provide
methodologies to build sustainable micro- concrete ways in which the private sector can
finance institutions and develop national be supported. Developed during fiscal 1998
microfinance strategies has been a particular fo- with techncial assistance from the Japanese
cus on nonlending activities such as workshops

in Ghana, Mozamhique and Uganda. A series of 2. World Bank. 1998. Global Developmnent Finance 1998.

regional seminars-co-sponsored by ED] and Washington, D.C.
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and other trust funds, the project is designed to vestment opportunities, 3 to launch Privatiza-
provide serviced land for exporters, which in- tion Link,4 profiling investment opportunities
cludes easy access to a port. The site will be pri- arising from privatization. MIGA also supported
vately owned and managed. private investment by issuing guarantees total-

The West African Enterprise Network (WAEN), ing $126 million covering projects in Angola,
in which the Bank has been a partner for five Cape Verde, Equitorial Guinea, Kenya,
years, represents some 350 businesses in West Mozambique and Uganda. They facilitated
Africa. It has been successful in pushing for $2.3 billion in foreign direct investment in
trade policy reform and investment between these countries.
countries in the subregion. In fiscal 1998 the All these efforts in trade and investment are
Bank sought support from the Development central to promoting agricultural growth,
Grant Facility (DGr) to help WAEN achieve full which in turn is the engine of rural develop-
independence and extend the initiative to east- ment. Positive trends are emerging in Africa's
ern and southern Africa. agricultural sector as a result of substantial im-

To promote privatization in Africa, the Bank
and NIGA created a specialized window within 3. http://Avww%,.ipanet.com

IPAnet, NIIGA'S Internet-based marketplace for in- 4. http;//www.privatizationlink.org

TABLE 2-1. LENDING TO BORROWERS IN AFRICA, BY SECTOR,
FISCAL YEARS 1989-98

(nmillions of us dollars)

Annual
average,

Sector FY89-93 FY94 FY95 FY96 FY97 FY98

Agriculture 612.8 152.6 407.1 301.3 193.7 176.9
Education 291.9 286.7 156.6 131.6 75.1 372.3
Electric power and other energy 216.7 90.0 255.3 73.3 163.7 380.3
Environment 40.5 2.6 8.0 38.5 95.4 71.8
Finance 252.0 400.1 7.2 116.9 65.9 -

Health, nutrition and population 174.5 161.6 250.4 158.7 54.9 227.0
Industry 274.1 16.8 - 23.7 23.8 -

Mining 5.4 - 24.8 12.2 21.4 5.0
Multisector 623.7 724.1 420.9 387.8 706.9 404.9
Oil and gas 58.1 186.2 - - -

Publicsectormanagement 107.0 61.0 117.3 592.2 110.7 155.1
Social sector 62.6 85.5 155.7 257.5 - 114.7
Telecommunications 86.0 - - - - -
Transportation 376.3 501.9 74.8 420.7 52.9 770.1
Urban development 208.1 64.7 158.0 190.0 147.3 85.0
Watersupply and sanitation 218.8 74.1 248.2 35.7 25.0 110.7

Total 3,608.5 2,807.9 2,284.3 2,740.1 1,736.7 2,873.8

Of which: IBRD 831.2 127.7 80.7 - 56.0 57.4
IDA 2,777.4 2,680.2 2,203.6 2,740.1 1,680.7 2,816.4

NoTE: Details mzay not add to totals because of rou7nding

- Zero.
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TABLE 2-2. WORLD BANK COMMITMENTS, DISBURSEMENTS, AND NET
TRANSFERS IN AFRICA, FISCAL YEARS 1993-98

(millions of us dollars)

Uganda Cote d'lvoire Ethiopa Total region

Item 1998 1993-98, 1998 1993-98' 1998 1993-98' 1998 1993-98'

IBRD and lDA commitments 172 919 342 1,604 669 1,388 2,874 15,260
Undisbursed balance 570 570 322 322 467 467 8,984 8,984
Gross disbursements 168 987 215 1,268 72 761 2,506 16,510
Repayments 10 72 147 1,068 16 87 954 6,375
Net disbursements 157 915 68 200 56 674 1,552 10,135
Interest and charges 14 75 85 773 11 61 560 4,459
Net transfer 143 840 -17 -573 45 613 992 5,676

NOTE: The countries shown in the table are those with the largest borrowings of Bank funds during fiscal 1997-98. Details
may not add to totals because of rounding.

a. Disbursements from the IDA Special Fund are included through fiscal 1996.

provements in macroeconomic and agricultural social services. In fiscal 1998 the African Gover-
policies. More responsive agricultural extension nors agreed to launch the Partnership for Capac-
services have also helped agriculture reach an ity Building in Africa (PACT), with African gov-
estimated 3.5 percent growth in 1997 despite ernments leading the planning. In addition,
drought in some areas. The Bank's rural devel- capacity building continues to be worked into all
opment portfolio is smaller (1 18 operations in elements of Bank activities and has been in-
the portfolio in fiscal 1997 and 100 in fiscal cluded as a central theme in CAS documents in
1998) but has improved in quality.5 Local gov- C6te d'Ivoire, Ethiopia, Kenya, South Africa, and
ernments, the private sector, nongovernmental Zimbabwe, for example. Some older projects
organizations (NGOS), and other donors have be- have also been restructured in order to better
come closer partners in agricultural extension. A promote capacity building.6

village participation initiative, pioneered in Background research undertaken for World
Benin in fiscal 1997 and supported by a learning Development Report 19 9 8 7 reinforced the impor-
and innovation credit in fiscal 1998, was piloted tance of knowledge and information to success-
in a further seven countries (Burkina Faso, C6te ful development. But Africa is in danger of being
d'lvoire, Guinea, Madagascar, Malawi, Mali, and left behind as global communications systems
Uganda) in fiscal 1998. About 1,000 villages are become increasingly sophisticated. The Bank is
involved in the pilots that are using existing
Bank-financed agricultural services projects to
launch new working approaches toward inte- 5. Problem projects have dropped from 20.3 percent of the

grated rural development. Field staff from ex- portfolio in 1997 to 17 percent in 1998.

tension services and other agencies are helping 6. Malawi's Second Institutional Development Project,

villagers to plan and implement collective ac- approved in fiscal 1994, now includes an activity to

tion for rural development. address the country's acute lack of accountants by
tion ~~~~~~~~~~~~~~strengthening a local institution to qualify' Malawians in-

country rather than abroad. And Tanzania's entire Bank
Africa's richest resource: its people portfolio was examined from a capacity-building dimen-

Lack of capacity cuts across the entire range sion, and recommendations are being implemented by the
of challenges to national development, from country team.

of challenges tom7. World Bank. Forthcoming. World Developsnent Report
policy analysis to the effective delivery of basic 1998: Knowledge and Information for Development. New

York: Oxford University Press.
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TABLE 2-3. OPERATIONS APPROVED DURING FISCAL YEAR 1998, AFRICA

Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

Angola
Post-Conflict Social Recovery Project Apr 15, 1998 2008/2037 3.70 5,00

Benin
Borgou Region Pilot Rural Support Project Jun 15, 1998 2008/2037 3.00 4.00
Social Fund Project May 19, 1998 2008/2037 12.40 16.70

Burkina Faso
Second National Agricultural Services Development Project Jul 1, 1997 2007/2037 30.30 41.30

Cameroon
Higher Education Technical Training Project Jun 24, 1998 2008/2038 3.70 4.86
Third Structural Adjustment Credit Jun 25, 1998 2008/2038 133.50 180.00
Second Structural Adjustment Credit Dec 15, 1997 2006/2035 12.90 18.10

Cape Verde
Economic Reforms Support Credit Dec 23, 1997 2008/2037 21.80 30.00

Chad
Household Energy Project Jun 2, 1998 2008/2038 4.00 5.27

Comoros
Health Project Feb 26, 1998 2008/2038 6.20 8.40
Social Fund Project Dec 4, 1997 2008/2037 8.50 11.50

C6te d'lvoire
Private Sector Development Capacity Building Project Jun 25, 1998 2008/2038 8.90 12.00
Transport Sector Adjustment/Investment Program Jun 23, 1998 2008/2038 130.60 180.00
Education and Training Support Project May 29, 1998 2008/2038 39.60 53.30
Private Sector Development Adjustment Credit Dec 15, 1997 2006/2036 26.10 36.60
Urban Land Management and Housing Finance Reforms

Technical Assistance Project Nov 5, 1997 2008/2037 7.30 10.00
Commercial Debt Restructuring Program Jul 10, 1997 2008/2037 36.00 50.00

Eritrea
Human Resources Development Project Jan 15, 1998 2008/2037 39.10 53.00
Health Project Dec 16, 1997 2008/2037 13.40 18.30
Ports Rehabilitation Project Nov 18, 1997 2008/2037 22.20 30.30

Ethiopia
Agricultural Research and Training Project Jun 9, 1998 2008/2038 44.50 60.00
Education Sector Development Program Project May 26, 1998 2008/2038 74.30 100.00
Road Sector Development Program Support Project Jan 15, 1998 2008/2037 224.50 309.20
Second Energy Project Dec 11, 1997 2008/2037 146.14 200.00

Gambia
Participatory Health, Population and Nutrition Project Mar 31, 1998 2008/2038 13.40 18.00

Ghana
Economic Reform Support Operation Jun 11,1998 2008/2038 37.10 50.00
Natural Resource Management Project Jun 4, 1998 2008/2038 6.90 9.30
Private Sector Adjustment Credit Dec 15, 1997 2005/2035 1.70 2.40
Health Sector Program Support Project Oct 21, 1997 2008/2037 25.10 35.00

Guinea
Microfinance Capacity-Building Project Jun 25, 1998 2008/2038 3.80 5.00
Public Expenditure Management Adjustment Credit Dec 16, 1997 2008/2037 50.80 70.00

Guinea-Bissau
National Health Development Program Nov25, 1997 2007/2037 8.60 11.70

Kenya
Structural Adjustment Credit Dec 15, 1997 2006/2036 12.50 17.50

Lesotho
Agricultural Policy and Capacity Building Project Jun 25, 1998 2008/2038 5.10 6.80
Lesotho Highlands Water Project Jun 4, 1998 2003/2013 n.a. 45.00
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Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

Madagascar
Mining Sector Reform Project Jun 30, 1998 2008/2038 3.80 5.00
Second Community Nutrition Project Apr 21, 1998 2008/2038 20.40 27.60
Education Sector Development Project Mar 10, 1998 2008/2037 47.70 65.00
Rural Water Supply and Sanitation Pilot Project Dec 18, 1997 2008/2037 12.60 17.30

Malawi
Secondary Education Project Mar 24, 1998 2008/2038 35.50 48.20
Fiscal Restructuring Deregulation Program Credit Dec 15, 1997 2006/2036 1.70 2.40

Mali
Grassroots Initiatives to Fight Hunger and Poverty Project Apr 7, 1998 2008/2037 15.90 21.50

Mauritania
Health Sector Investment Project Mar 31, 1998 2008/2037 17.80 24.00
Public Resource Management Credit Dec 15, 1997 2006/2036 0.30 0.40

Mauritius
Environmental Sewerage and Sanitation Project Feb 12, 1998 2003/2013 n.a. 12.40

Mozambique
National Water Development I Project Feb 12, 1998 2008/2038 26.20 36.00

Niger
Transport Infrastructure Rehabilitation Project Dec 18, 1997 2008/2037 20.30 28.00

Rwanda
Transport Sector Project Dec 18, 1997 2000/2030 33.09 45.00

Senegal
Energy Sector Adjustment Credit May 19, 1998 2008/2038 74.00 100.00
Agricultural Export Promotion Project Dec 9, 1997 2008/2037 5.90 8.00
Urban Development and Decentralization Program Nov 20, 1997 2008/2037 55.20 75.00
Integrated Health Sector Development Program Sep 4, 1997 2007/2037 35.90 50.00

Tanzania
Agricultural Research Project-Phase II Jan 29, 1998 2008/2037 15.90 21.80
Structural Adjustment Credit Dec 15, 1997 2007/2037 1.80 2.60
Human Resources Development Pilot Project Oct 7, 1997 2008/2037 15.00 20.90

Togo
Public Enterprise Restructuring and

Privatization Support Project Mar 5, 1998 2008/2038 22.00 30.00
RoadTransport Project Sep 11, 1997 2007/2037 36.00 50.00
NationalAgricultural Services Support Project Sep 11, 1997 2007/2037 19.20 26.20

Uganda
El Niuo Emergency Road Repair Project May 7, 1998 2008/2038 20.50 27.60
Nutrition and Early Childhood Development Project Mar 24, 1998 2008/2038 25.00 34.00
Education Sector Adjustment Operation Mar 24, 1998 2008/2038 59.20 80.00
Road Sector Institutional Support

Technical Assistance Project Sep 9, 1997 2008/2037 21.60 30.00

Zambia
Power Rehabilitation Project Feb 19, 1998 2008/2037 55.10 75.00
Road Sector Investment Program Support Project Oct 14, 1997 2007/2037 51.50 70.00

Zimbabwe
Park Rehabilitation and Conservation Project Jun 2, 1998 2008/2033 46.30 62.50
Agricultural Services and Management Project May 29, 1998 2008/2033 6.60 8.80
Community Action Project May 19, 1998 2008/2033 45.00 60.00

Total 2,064.58 2,873.73

n.a. = not applicable (mBRD loan).
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FIGURE 2-2 Africa: IBRD and IDA Commitments by Sector, Fiscal Year 1998
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helping address the challenge with support for speed disbursements. With reforms in place,
seneral inforciation projects: new loans nok stand a better chance of success.

* AfricaDeViuU piloted in fiscal 1998, which
coininects development practitioners in Africa Partners in African development
with the Bank's expertise; In acknotwledging the greater role of Africans

g Amrica Live Data Base, which provides eco- in deepening their owi development agenda,
nomic and social indicators via the Internet;i the Bank has been challenged to reinvigorate its

w Africa Virtual University, ivhich offers de- partnerships in the Africa region. The Eco-
gree programs in science, engineering, and con- nomic Commission for Africa (ECA) celebrated
tinuing education; and its 40th anniversary with a conference in which

t EDI'S World Links for Development pro- the Bank ,as a key partner. Entitled hAfrican

egram, t hich has already connected sixty-foh r Vomed and Economic Development," it estab-
schools in six African countries via the Internet lished plans to achieve one of the Bank's core
fvith partner schools in the industrialized ng orld. aecbitions-brin ing women into the main-

Amonw the toughest tasks for African coun- stream of the de. elopment agenda. With the
tries is building a skiilled cadre of people in or- African Development Bank, partnership has
der to compete in the global economv. The moved beyond project cofinancing. Cote
challenges are in the very bedrock: in education d'lvoire, Mozambique, and Senegal Nv ere agreed
for e.xarmple, the re-ion faces an alarming deficit upon as pilot countries, and joint wvork wsill be
wvith the lowest school enrollment ratio in the developed.
w-orld and only 53 percent of adults literate. In Partnerships with Africa's regional institu-
fiscal 1998 the Bank significantly increased its tions-such as the Economic Community of
support For education with $372 million from YNVest African States (ECOWAS), the East African
It .N to enhance the quantity and quality of edu- Community (EAC), and at a continental level,
cation in Cameroon, C6te dIvoire, Ethiopia, the Organization of African Unity (o.u)-are
Madagascar, Malawi, Tanzania, and Uganda. of growing importance because the success of
There wvere similar increases in lending for African countries lies in their ability to work
health, nutrition, and population with projects together. The first subregional CAS was devel-
in nine countries totaling $227 million. New oped for southern Africa," based on consulta-
commitments for the social sectors had been re- tions with individual countries and subregional
duced in recent years, while critical policy and structures like SADC. The CAS emphasizes the
absorptix e-capacity issues wvere addressed to

S. hztp://cimX. w.orldbank.org/html/extpb/

Publications.html
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BOX 2-1. GETTING PAST DEBT

By the early 1 990s the crippling debt repayments by prepaying a portion of debt owed to multilateral
that were undermining the development efforts of institutions, or purchasing and canceling a portion of
very poor countries-many of them in Africa- the debt, or paying debt service as it comes due. April
gained widespread attention. As churches and reli- 1998 was a landmark month for the HIPC Debt
gious groups around the world called for efforts to Initative, as Uganda became the first beneficiary with
ease this burden, the Bank and the International a debt-service relief package of $650 million, and the
Monetary Fund (IMF) developed a special initiative to decision was reached to provide nearly $3, 000 mil-
help. The goal was to enable poor couzntries with lion in relief to Mozambique. Burkina Faso, Cdte
sound economic policies to escape their unsustainable d'Ivoire, and Mali all qualified for HIPc assistance
debt in order to focus their energies on development duringfiscal 1998. Duringfiscal 1998 decisions were
and reducing poverty. The resulting Heavily Indebted taken to provide HIPC debt relief to Burkina Faso, and
Poor Countries (HIpc) Debt Initiative is a commit- Cote d'Ivoire, amounting to an estimated total debt
ment by the international community, including service relief of $1, 000 million, while preliminary
creditors, to reduce eligible countries' debt to manage- debt relief packages in the order of $900 million were
able levels. The HIPe Trust Fund provides debt relief considered for Guinea-Bissau and Mali.

need for regional growth in trade and invest- nity. The use of the sIP instrument through
ment, infrastructure development, and stronger which African countries can direct their priori-
and more efficient financial sectors. ties in particular sectors is being demonstrated

NGOS continue to be partners for the imple- to good effect in Ethiopia, where a $100 million
mentation of some crucial elements of the credit is supporting the country's $1,800 mil-
Bank's work in the field. For example, in Mali a lion Education Sector Development Program,
project that supports development priorities as and in Ghana, where an initial $35 million
identified by local communities involves NGOS credit is supporting its $824 million health sec-
in literacy and managerial training. In Madagas- tor program.
car, NGOs are helping implement a village-level
nutrition program. Meeting client needs

The Special Program of Assistance for Africa Bank commitments dropped in fiscal 1997
(SPA) continues to be a primary mechanism for while the Bank focused on improving the qual-
donor coordination of policies and programs in ity of the existing portfolio and its clients fo-
support of African economic reforms. To evalu- cused on getting necessary policy decisions in
ate the SPA'S effectiveness, its members under- place. With the achievement of these goals,
took a review of its framework in fiscal 1998 commitments bounced back in fiscal 1998 to
and requested that the Bank's Operations reach $2,874 million.
Evaluation Department (OED) undertake an in- To ensure it is meeting clients needs, the Bank
dependent assessment. While the importance of undertook client surveys in ten Sub-Saharan
the SPA has been reaffirmed, a number of ideas countries in fiscal 1998. While clients were gen-
are under consideration by the partnership for erally satisfied xvith Bank staff and products, and
improving its mechanisms and strengthening noted improvements since the previous survey
the participation of, and consultation with, Afri- in 1995, they challenged Bank staff to adapt
can stakeholders, including governments, re- their considerable knowledge to countries' spe-
gional institutions, and civil society. cific needs and to be more flexible in develop-

As part of the United Nations (UN) Special ing true partnerships with African nations.
Initiative for Africa, the Bank is spearheading 9. Angola, Botawana, Democratic Republic of Congo,

sector investment programs (SiPs) in coordina- Lesotho, Malawi, Mauritius, Mozambique, Namibia,

tion with UN agencies and the donor commu- Seychelles, South Africa, Swaziland, Tanzania, Zambia, and

Zimbabwe.
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EAST ASIA AND PACIFIC

Responding to the economic tailed the short-term growth tributed to the crisis, they
and financial crisis dominated prospects of all countries, were not its fundamental
the Bank's assistance programni though with varying degrees of cause. Weak economic growth
to the East Asia and Pacific magnitude. Many of the in Japan and Europe since the
(EAP) region in fiscal 1998. The region's people, who were early 1 990s led to accommo-
Bank supported countries in brought above the poverty line dating monetary policies and
their efforts to restructure their over the last several decades as low interest rates. These fac-
financial sectors, reform corpo- a result of successful develop- tors, combined with interna-
rate governance, and provide so- ment, again fell below it. tional investors' aggressive
cial safety nets in the face of The East Asian crisis was search for high returns in
mounting uniemployment, de- triggered by large-scale move- emerging markets, led to a
clining incomes and public ex- ment of funds out of domestic situation in which not only
penditures, and rising prices for financial markets, beginning in more investment flowed into
staple commodities, which pri- Thailand and quickly spreading the region's economies than
manily affect the poor The Bank to neighboring countries as in- could be profitably employed
pledged some $16 billion, in ad- vestor sentiment deteriorated. at a reasonable risk, but also
dition to its regular lending pro- While the chief factors contrib- inefficient allocation resulted
gram, to address the extra de- uting to the crisis differed from from structural weaknesses in
mands that arose from the crisis. country to country, there were countries' financial systems.
By the end of the fiscal year, common characteristics:
$565,000 million of this had * failure to contain demand Economic outlook
been disbursed. Parallel to this and a boom in lending resulted Two conflicting develop-
effort, the Bank continued its in large current account defi- ments are shaping the region's
regular operations, supporting cits and property and stock economic outlook. First, cur-
clients with programs to promote market bubbles; rent account balances are
economic and social reforms, re- * the rigid nature of cur- moving into positive territory.
duce poverty, and build institu- rency regimes encouraged for- If sustained and combined
tional capacity. In response to eign borrowing (to take advan- with significant official finan-
natural disasters, emergency as- tage of lower interest rates) cial support, this adjustment
sistance was extended to China, leading to imprudent exposure will help improve investor
Indonesia, Papua New Guinea, to foreign exchange risk by confidence, lift foreign invest-
and Vietnam. banks and corporations; and ment, and build the basis for a

lax prudential rules and su- recovery. Second, sharp cut-
The unprecedented im- pervision of financial sectors backs in investment spend-

provement in living standards led to sharp deterioration in ing-owing to the decline in
and poverty reduction experi- the quality of banks' loan foreign financing, weak bank-
enced by many countries of portfolios. ing systems, and tight mon-
the East Asia and Pacific (EAP) These factors were com- etary and fiscal policies-are
region during the past two de- pounded by shortcomings in countering positive trade de-
cades was brought to a halt by the way countries allocated velopments and threatening
the economic and financial their resources, including state- the prospects for early eco-
crisis in fiscal 1998. Massive directed lending, nepotism, nomic recovery. Investment
currency depreciation, liquid- skewed industrial structures, spending in the region before
ity shortage, the compression and limits on foreign participa- the crisis was high at 37 per-
of investment and consump- tion and competition. cent of gross domestic product
tion, and the industrial and fi- While developments in the (GDP), and a resumption of in-
nancial restructuring necessary industrialized economies and vestment is crucial for recov-
to respond to the crisis cur- in global financial markets con- ery and growth. Even so,
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growth recovery will probably be somewhat cilities for trade and working capital financing,
slower than initially anticipated, and East Asia's could stimulate exports and support recovery.
growth rates are unlikely to reach their pre-cri- Asian countries must also avoid competitive
sis level without a quick rebound in investment. currency devaluation to avert a new round of

Restoring investor confidence is critical and financial difficulties.
requires effective implementation of sound pro- By the end of the fiscal year the Republic of
grams to restructure corporate debts and bank- Korea and Thailand had begun to make signifi-
ing sectors. Addressing the severe credit crunch cant progress on their stabilization and reform
and high interest rates will be elemental for re- programs-particularly financial sector, compe-
covery and resumption of economic growth in tition policy and corporate restructuring, and
the region. But an auspicious external environ- there were encouraging signs that these reform
ment is equally important-in particular, stron- programs were beginning to take hold.
ger economic recovery in Japan, maintenance of
open markets by Europe and the United States, World Bank response
and continued efforts by China to stimulate its The Bank's core mandate of poverty reduc-
economy and stabilize exchange rates. These, tion and sustainable development-together
combined with the availability of enhanced fa- with its traditional focus on better health and

TABLE 2-4. LENDING TO BORROWERS IN EAST ASIA AND THE PACIFIC,
BY SECTOR, FISCAL YEARS 1989-98

(millions of us dollars)

Annual
average,

Sector FY89-93 FY94 FY95 FY96 FY97 FY98

Agriculture 848.7 1,570.4 373.0 844.9 1,265.0 1,058.7
Education 382.3 436.6 526.5 437.9 645.0 103.5
Electric power and other energy 888.1 1,048.5 1,383.0 1,683.0 1,131.4 783.7
Environment 134.9 381.5 308.1 170.7 - 278.4
Finance 364.7 100.0 - 49.0 28.4 5,420.0
Health, nutrition and population 131.9 160.0 242.2 296.0 58.9 146.5
Industry 204.4 - 175.0 217.0 60.0 -

Mining - - - 35.0 - -

Multisector 257.0 82.7 167.0 130.0 - 315.0
Oil and gas 82.2 266.0 245.0 - - -

Public sector management 78.1 - 88.0 - - 230.0
Social sector - 9.7 267.5 40.0 - 10.0
Telecommunications 182.7 250.0 325.0 - - 34.5
Transportation 746.2 1,380.0 1,032.5 916.9 1,243.7 1,110.0
Urban development 181.5 349.0 486.0 542.7 265.0 45.1
Water supply and sanitation 197.4 - 75.0 57.0 168.6 87.8

Total 4,680.1 6,034.4 5,693.8 5,420.1 4,866.0 9,623.2

Of which: IBRD 3,770.1 4,623.8 4,592.6 4,252.2 4,074.4 8,847.0
IDA 910.0 1,410.6 1,101.2 1,167.9 791.6 776.2

NoTE: Details may not add to totals because of rounding.

- Zero.
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education, environmental cleanup and protec- supervision; and building financial sector capac-
tion, infrastructure development, and institution itv. The Bank also helped to design and assess
building-provided the basis for its response to work-out schemes for financial institutions and a
the new challenges presented by the East Asian process for soundly and transparently disposing
crisis and underpinned the Bank's lending and of assets of those institutions to be closed. The
advisory services to the region during fiscal IFC augmented the Bank's lending program by
1998. Table 2-4 shows the sectoral distribution providing equity and credit to support banks
of lending to the region for the 1989-98 period. and corporations.
Table 2-5 compares commitments, disburse- Second, the Bank focused on helping its cli-
ments, and net transfers to the region for fiscal ents manage the social consequences of the crisis
years 1993-98, and table 2-6 shows operations by protecting and improving the quality of so-
in the EAP region approved by the Board of Ex- cial services and public expenditures targeted to
ecutive Directors during fiscal 1998 by coun- help the poor. This included designing and fi-
try. Figure 2-3 shows IBRD and IDA commitments nancing social funds and strengthening social se-
by sector. curity systems for the elderly and unemployed.

A two-pronged, rapid and substantial lending To further enhance governments' ability to
program was directed primarily at financial- and cope with the crisis, the Economic Development
corporate sector restructuring and preserving Institute (EDI) conference, "East Asia: The Unfin-
social services, and a complementary program of ished Agenda," brought together the region's
technical assistance and advisory services policymakers to discuss the economic turbu-
strengthened implementation of the lending lence, identify structural problems, and evaluate
program.. development priorities for the aftermath of the

First, to help countries restructure their fi- crisis.
nancial and corporate sectors, the Bank designed NIOGA supported private investment through
anid began to implement programs to put in guarantee contracts totaling $5() million in cov-
place needed legal and institutional frameworks. erage for agribusiness, infrastructure and manu-
These included establishing bankruptcy and facturing projects in China.
foreclosure laws; reforming governance struc-
tLres for banks and corporations; strengthening

TABLE 2-5. WORLD BANK COMMITMENTS, DISBURSEMENTS, AND NET
TRANSFERS IN EAST ASIA AND THE PACIFIC, FISCAL YEARS 1993-98

(milliotns of us dollars)

China Indonesia Korea Total region

Item 1998 1993-98, 1998 1993-98, 1998 1993-98' 1998 1993-98'

IBRD and IDA commitments 2,616 17,643 703 6,384 5,000 5,975 9,623 37,207
Undisbursed balance 10,906 10,906 4,728 4,728 434 434 20,026 20,026
Gross disbursements 2,094 12,156 659 6,014 5,167 6,267 9,375 30,460
Repayments 395 1,983 749 6,345 292 2,614 2,189 16,354
Net disbursements 1,698 10,173 -90 -331 4,875 3,652 7,186 14,105
Interest and charges 574 2,802 663 5,023 237 1,092 1,945 12,381
Net Transfer 1,124 7,371 -753 -5,354 4,638 2,560 5,241 1,724

NoTE: The countries shown in the table are those with the largest borrowings of Bankfunds duringfiscal 1997-98. Details
may not add to totals because of rounding.

a. Disbursements from the IDA Special Fund are included tlrough fiscal 1996.
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TABLE 2-6. OPERATIONS APPROVED DURING FISCALYEAR 1998,
EAST ASIA AND PACIFIC

Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

Cambodia
Urban Water Supply Project Feb 17, 1998 2008/2037 22.70 30.96

China
Tri-Provincial Highway Project Jun 23, 1998 2004/2018 n.a. 230.00
Hunan Power Development Project Jun 18, 1998 2004/2018 n.a. 300.00
Irrigated Agriculture Intensification lI Project Jun 18, 1998 2004/2018 n.a. 300.00
Guangxi Urban Environment Project' Jun 16, 1998 2003/2018 n.a. 72.00
Guangxi Urban Environment Project" Jun 16, 1998 2008/2033 14.90 20.00
Tarim Basin 11 Project a Jun 9, 1998 2004/2018 n.a 90.00
Tarim Basin II Project" Jun 9, 1998 2008/2033 44.60 60.00
Tbird National Highway Project May 29, 1998 2004/2018 n.a 250.00
Second Inland Waterwavs Project May 29, 1998 2004/2018 n.a 123.00
Guangzhou City Center Transport Project May 29, 1998 2004/2018 n.a 200.00
Hebei Earthquake Rehabilitation Project May 29, 1998 2008/2033 21.10 28.40
Forestry Development in Poor Areas Project' May 27, 1998 2008/2033 74.30 100.00
Forestry Development in Poor Areas Project' May 21, 1998 2005/2014 n.a. 100.00
Basic Health Service Project May 19, 1998 2008/2033 63.00 85.00
Sustainable Coastal Resource Development Project May 19, 1998 2004/2018 n.a. 100.00
State Farms Commercialization Project Mar 31, 1998 2003/2018 n.a. 150.00
East China (Jiangsu) Power Transmission Project Mar 26, 1998 2003/2018 n.a. 250.00
Energy Conservation Project Mar 26, 1998 2003/2018 n.a. 63.00
Shandong Environment Project Oct 28, 1997 2003/2018 n.a. 95.00

Indonesia
Kecamatan Development Project Jun 2, 1998 2002/2014 n.a. 225.00
Coral Reef Rehabilitation and Management Project Mar 31, 1998 2001/2013 n.a. 6.90
Maluku Regional Development Project Mar 31, 1998 2001/2013 n.a. 16.30
Northern Sumatra Region Road Project Mar 31, 1998 2002/2013 n.a. 234.00
West Java Basic Education Project Mar 31, 1998 2001/2013 n.a. 103.50
Bengkulu Regional Development Project Mar 3, 1998 2001/2013 n.a. 20.50
Banking Reform Assistance Project Dec 4, 1997 2001/2013 n.a. 20.00
Information Infrastructure Development Project Nov 18, 1997 2001/2013 n.a. 34.50
Safe Motherhood Project: A Partnership and Family Approach Jul 1, 1997 2001/2012 n.a. 42.50

Korea
Structural Adjustment Loan Mar 26, 1998 2003/2013 n.a. 2,000.00
Economic Reconstruction Project Dec 23, 1997 2003/2008 n.a. 3,000.00

Lao People's Democratic Republic
Southern Provinces Rural Electrification Project Mar 17, 1998 2008/2037 25.70 34.70

Malaysia
Economic Recovery and Social Sector Loan Jun 18, 1998 2002/2014 n.a. 300.00

Mongolia
Fiscal Technical Assistance Project Jun 2, 1998 2008/2038 3.80 5.00
Ulaanbaatar Services Improvement Project Jul 1, 1997 2007/2037 12.30 16.70

Papua New Guinea
El Nino Drought Response Project Apr 21, 1998 2001/2013 n.a. 5.00

Philippines
Community-Based Resources Management Project Mar 24, 1998 2003/2018 n.a. 50.00
SZOPAD Social Fund Project Mar 24, 1998 2003/2018 n.a. 10.00
Early Childhood Development Project Mar 24, 1998 2003/2018 n.a. 19.00
WMater Districts Development Project Sep 9, 1997 2003/2017 n.a. 56.80

Thailand
Economic Management Assistance Project Feb 26, 1998 2001/2013 n.a. 15.00
Finance Companies Restructuring Loan Dec 23, 1997 2001/2013 n.a. 350.00
Financial Sector Implementation Assistance Project Sep 11, 1997 2001/2013 n.a. 15.00

Vietnam
Agricultural Diversification Project Jun 23, 1998 2008/2038 49.60 66.85
Transmission, Distribution and Disaster Reconstruction Project Jan 20, 1998 2008/2038 144.40 199.00
Debt and Debt Service Reduction Credit Jan 6, 1998 2008/2037 25.20 35.00
Inland Waterways and Port Rehabilitation Project Nov 4, 1997 2008/2037 53.70 73.00
Forest Protection and Rural Development Project Oct 30, 1997 2008/2037 15.90 21.50

Total 571.20 9,623.11

n.a. = not applicable (IBRD loan).

a. "Blend' loan/credit.
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FIGURE 2-3 EastAsia and the Pacific: IBRD and IDA Commitments by Sector,
Fiscal Year 1998
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Restructuring financial and corporate Fund (IMF), for example, the Bank prepared a re-
sectors form program for the Philippines financial sec-

tor that will be supported by a banking sector
While problems in the region's financial and adjustment loan.

corporate sectors had been building up for In March 1998 a partnership of the Asian De-
some years, they were masked by rapid eco- velopment Bank, the governments of Japan and
nomic growth and, in some cases, by lack of the Philippines, and the Bank's EDI organized a
transparency in accounting. In fiscal 1998 the timely conference in Manila-the Asian Devel-
Bank played an active role in helping the three opment Forum. The forum brought together lo-
countries facing the most serious problems-In- cal and regional experts to examine the causes
donesia, the Republic of Korea, and Thailand- and implications of the financial crisis and facili-
deal with immediate financial and corporate tated exchange of information and views on the
distress (see box 2-2). The Bank's support for crisis for the region's government officials. To-
the design and implementation of financial and gether with the Chinese authorities, the Bank
corporate restructuring included liquidating and organized a number of workshops to examine
restructuring troubled institutions, establishing the implications and lessons of the East Asian
effective legal and regulatory systems, improv- crisis, which led to advances in China's reform
ing corporate governance, and, more broadly, programs in the state banking and enterprise
improving the transparency and quality of infor- sectors.
mation flows. In response to a request from Malaysia, which

The region's financial crisis underscored an has not taken advantage of the Bank's assistance
important and urgent task: the need to for several years, the Bank prepared a compre-
strengthen domestic financial sectors and cor- hensive Country Economic Memorandum, with
porate governance across the region. Thus, in particular emphasis on financial sector issues.
addition to those countries directly affected by The Economic Recovery and Social Sector Loan
the crisis, the Bank provided advisory and tech- was approved by the Board of Executive Direc-
nical assistance services, including an economic tors and technical assistance for banking reforms
mission and special workshops and conferences developed. A seminar on privatization of state
to help other client countries deepen their enterprises and a workshop on the financial cri-
policy and institutional capacity for economic sis were conducted in Vietnam to help authori-
management in an increasingly global environ- ties better understand policy options. EDI con-
ment. Together with the International Monetary ducted commercial banking training programs

26 THE WORLD BANK ANN[IAL REPORT 1998



for China and an economic management program eas. The difficulties facing the poor are further
in Cambodia to help the region's transitional aggravated by rising prices for food and other
economies build appropriate institutions. essentials because of the huge depreciation of

currencies-especially in Indonesia-combined
Protecting people in the face of crisis and with likely cutbacks in social expenditures due
natural disaster to declining fiscal revenues. These declining rev-

The East Asian crisis put at risk the most re- enues resulted from economic slowdown, in-
markable achievement in poverty reduction in creased costs for debt service, and financial sec-
modern history. Despite this unprecedented tor and corporate restructuring.
progress, just prior to the crisis some 350 million To respond to the social consequences of the
people in the region were still living on less than financial crisis, the Bank stressed the impor-
one dollar a day and tens of millions just above tance of the human dimensions of the crisis, es-
the poverty line. Furthermore, most countries in pecially protecting the poor, in its discussions
the region had little or no social safety net, un- with member governments and other partners;
employment insurance, or provision for old-age and it worked with clients to safeguard budget-
pension insurance. ary expenditures for social protection. Assis-

The most immediate social effect of the crisis tance to design and implement social protection
was job loss-particularly for workers in urban ar- schemes, such as workfare programs, social

BOX 2-2 WORLD BANK SUPPORT FOR FINANCIAL AND CORPORATE
RESTRUCTURING IN INDONESIA, THE REPUBLIC OF KOREA, AND THAILAND

The $1,000 million Policy Reform Support Loan corporate restructuring, driven by lead creditor
was prepared to support Indonesia's policy reforms in banks; and enhance corporate governance through
trade, investment, the financial sector, public finance, reform of accounting and auditing, company law, the
the social sector and the environment. To support insolvency system, and securities markets.
banking and corporate reform, the operation will in- Late in the fiscal year, the IFc's Board of Executive
clude measures to deal with nonperforming portfolios Directors approved three projects, marking a re-
and insolvent banks, audit state banks to improve ef- sumption of its investment activities in the Republic
ficiency and capital adequacy, strengthen credit ap- of Korea for the first time since 1988. The projects
praisal and risk management, improve bank supervi- will help recapitalize and restructure Korean corpo-
sion, and provide better laws governing bankruptcy, rations and financial institutions and promote inter-
disclosure, and ownership. A $20 million technical national best practice models. The investments also
assistance loan is helping to improve management are intended to attract other lenders and investors.
and supervision of the banking sector In Thailand the Bank helped establish a financial

The $3,000 million Economic Reconstruction Loan restructuring agency to deal with the creditors and
to the Republic of Korea was prepared and approved depositors of suspended finance companies, set up an
in a record three weeks. This rapid intervention con- asset management company to recover assets in an
tributed to international efforts to provide liquidity orderly and economically sound process, and imple-
and helped to lay the framework for policy changes ment policies to reduce restrictions on foreign equity
in the financial sector, corporate governance, competi- participation. Bank support included a finance com-
tion policy, and the labor market. The subsequent pany restructuring loan; a structural adjustment
$2,000 million Structural Adjustment Loan ad- loan to reform the corporate and financial sectors;
vanced and deepened the reform program in the cor- and technical assistance operations to improve the
porate and financial sectors. Technical assistance pro- government's capacity for economic management
grams are helping the Korean government to and enable it to better address financial sector
strengthen its capabilities for stabilizing, restructur- weaknesses and evaluate and improve company
ing, and supervising the financial sector; facilitate competitiveness.
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r bSbPvse loan to provide assistance to the un

1 ~~employed and poor affected by the crisis. A

$1,000 million structural adjustment loan, for
_ =.; Indonesia, prepared in fiscal I 99S, will include

WA . a social protection component and measures to
reform forestry policies. Loans were also pre-

-afety netsin paceto dal wth he srge n uemply- pared for rural and urban poverty reduction,
and some of the existing portfolio was oestruc-
tured to redirect funding and encourage more
vigorous implementation of existing projects in
support of emmployment, child development,
safe motherb ood, health, and education. A

7 ~~~~~~~~~~~~~~~~~~~$400 million agricultural r-eform support loan is
being developed to help finance initial imports
of food grain while strengthening farm produc-
tivity, food grain markets, and distribution sxvs-

In Talnasoilatems. The Bank also chaired a special donor

meeting for Indonesia to address the social im-plications of the crisis and solicit support for
tbe social sectors.

The Bank is helping Korean authorities to re-
form the country's pension system and design a
modern social safety net. The 52,000 million
Structural Adjustment Loan included a compo-
nent to extend unemployment inisurance to
cover employees in small-scale enterprises. And
the Second Structural Adjustment hoan, which
is under preparation, will help deepen reforms
in the social safety net. EDIS global and regional
conferences on pension reform, co-sponsored
with the International Social Securityv Associa-

_ r ~~~~~~~~~~~~~~~~~~tion, are helping governments across the region
__ ~~~~~~~~~~~~~~~~~~~to strengthen social protection for the elderly.
S ~~~~~~~~~~~~~~~~~~In Cambodia, the Lao Democratic Republic,

East Asia's financial crisis profoundly affected poor and Papua New Guinea, the Philippines, and other
vulnerable people.The World Bank helped put social smaller economies, such as the Solomon Islands,
safety nets in place to deal with the surge in unemploy- Bank studies on the effects and imnplications of
ment and to help minimize the effect that cutbacks in the region's financial crisis are helping govern-
public expenditure might have on the poor. ments put appropriate policies in place to re-

duce adverse effects on 'the poor anid on their
funds, unemployment insurance, and social se- overall economies.
curity system-s, was intensified, and financial The Bank also responded promptly to natural
support helped supplement resources to protect disasters in the region, with four emergency op-
the poor. erations to combat the consequences of an El

In Thailand a social and poverty assessmenit Niflo-induced drought in Indonesia and Papua
prov ided a better understanding of the social New Guinea, an earthquake in China's Hubei
conisequences of the crisis and supported the Province, and an unusually severe typhoon in
design and im-plementation of a social sector in- Vietnam.
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Meeting clients' changing needs

The East Asian financial crisis precipitated a
wholesale restructuring of the composition of
the Bank's fiscal 1998 lending program: ten ad-
justment and/or technical assistance and emer-
gency operations were added, while four invest-
ment loans were deferred to fiscal 1999. Strong
efforts were launched to ensure timely imple-
mentation of projects and maintenance of-the
portfolio quality. Improvement measures were
initiated, including selective project restructur-
ing in China, Indonesia, and Vietnam; cancella-
tion of sluggish project components; and rebal-
ancing of project costing in the face of shortages
in counterpart funding.

The regional office continued to maintain a
strong portfolio through intensified supervision,
increasingly undertaken by field offices; six of
the region's eight country management units
were operating in the field at the end of the fis-
cal year.'0 A flatter management structure was
adopted at headquarters, with eleven functional
units responsible for delivering services to client
countries, managing the project portfolio, and
preparing new projects jointly with clients. In
fiscal 1998 the Bank's new management and or-
ganizational structure allowed closer interaction
with clients and faster responses to the urgent
needs on the ground, including dealing with
natural disasters.

10. China, Indonesia, Republic of Korea, the Philippines,
Thailand, and Vietnam.
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SOUTH ASIA

The South Asia (sAs) region 1996, mainly due to sluggish current account deficits also
continued to demonstrate eco- demand and stagnation in helped the region avoid finan-
nomic progress and remained India's industrial sector and low cial crisis.
relatively unscathed by the fi- cotton output in Pakistan. Esti- Growth in private capital
nancial and economic crisis in mated growth rates in fiscal flows leveled off in 1997 after
neighboning East Asia. The crisis 1998 are 5.5 percent in jumping from an average of
emphasized the urgency offi- Bangladesh, 5.1 percent in In- $5 billion between 1990-95 to
nancial sector reforms to which dia, 5.4 percent in Pakistan, and $9 billion in 1996. India con-
the Bank and its clients were 5.8 percent in Sri Lanka. tinued to attract the bulk, with
already committed. In fiscal The fiscal deficit in India net foreign direct investment
1998, World Bank loans, techni- rose to an estimated 6.1 per- flows rising to $3 billion in
cal assistance, and policy advice cent of GDP compared to fiscal 1997, a 20 percent increase
focused especially on helping its 1997's deficit of 4.9 percent, over the previous year. The
South Asia regional clients re- despite continued efforts by World Bank continued to sup-
duce poverty by strengthening the government to reduce port clients in the region as
economies, developing private spending. Estimates indicate they met the challenge of re-
sectors, and investing in people that Bangladesh's fiscal deficit ducing poverty, stimulating
through socially and environ- remained unchanged from fis- faster economic growth, and
mentally sustainable develop- cal 1997, at 5.3 percent of GDP; focusing on a range of impor-
ment. To help improve the Pakistan's fell to 5.4 percent tant development initiatives.
Bank's operations and make from 6.3 percent of GDP the Table 2-7 shows the sectoral
them more responsive to client previous year; and Sri Lanka's distribution of lending to the
needs, about half of the staff to 6.5 percent from 7.6 percent region for the 1989-98 period.
who work with South Asian of GDP in fiscal 1997. Table 2-8 compares commit-
countries did so from one of the Largely due to increased dis- ments, disbursements, and
region's five field offices. bursements from official credi- net transfers to the region for

tors, the region's long-term ex- fiscal years 1993-98, and table
In spite of the financial tur- ternal debt rose by 3 percent, 2-9 shows operations in the

moil in neighboring East Asia, reaching $142 billion in 1997. South Asia region approved
most of the countries of South Official debt continued to ac- by the Board of Executive
Asia continued to record satis- count for the bulk of the Directors during fiscal 1998
factory gross domestic product region's long-term liabilities. A by country. Figure 2-4 shows
(GDP) and export growth in 9 percent rise in export rev- IBRD and IDA commitments
1997. Foreign investment in enues led to an improvement by sector.
the region continued to grow, in the debt-to-export ratio, Uncertainty about the eco-
with net long-term resource which fell from 194 percent in nomic prospects of the region
flows reaching the highest 1996 to 183 percent in 1997. increased, following the deto-
level on record. Nonetheless Despite this decrease, the ratio nation of nuclear devices by
the region still receives just still exceeds the average for all India and Pakistan in May
3.6 percent of net private developing countries (136 per- 1998 and the resulting imposi-
long-term flows to developing cent in 1997). Short-term ex- tion of economic sanctions by
countries, accounts for only I ternal debt remained low, a fac- several industrial countries. At
percent of world trade, and is tor that may have helped the request of some executive
home to roughly 40 percent of prevent spillover from the East directors, consideration of sev-
the world's poor. Asian financial crisis. Financial eral non-basic human needs

At 5.2 percent in 1997, sector regulations, which pro- loans, which were scheduled to
South Asia's GDP growth was hibited banks from fueling be presented in the last quarter
down almost 1 percent from large credit booms, and small of fiscal 1998, was postponed.
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Building a stronger economic environment Bank continues to conduct research to support
the region's development. This year a study"

The Bank continued its support of structural identified the main environmental effects re-
reforms with timely and relevant lending and lated to the expansion of electric power genera-
nonlending services specifically geared to indi- tion in India and presented a menu of options
vidual country needs and assistance strategies. to mitigate those effects.
The Economic Development Institute (EDI) and Financial sector. The financial crisis in neigh-
the Central Bank of Sri Lanka sponsored the boring East Asia highlighted the dangers of
seminar "South Asia Beyond 2000: Policies for weak banking institutions: they can impede
Sustained Catch-up Growth," held in Colombo, growth through low-quality lending and may
Sri Lanka, where a policy agenda that will allow
the region to meet its full development poten-
tial into the next century was identified. More

than sixty policymakers and academics from the I 1. World Bank. 1998. "India: Environmental Issues in the

region participated and produced an initiative Power Sector: National Synthesis." Energy Sector Manage-

to continue similar gatherings in the future. The ment Assistance Program. Washington, D.C.

TABLE 2-7. LENDING TO BORROWERS IN SOUTH ASIA,
BY SECTOR, FISCAL YEARS 1989-98

(millions of US dollars)

Annual
average,

Sector FY89-93 FY94 FY95 FY96 FY97 FY98

Agriculture 553.3 387.8 551.3 420.6 409.0 876.1
Education 339.0 220.0 423.7 499.8 - 718.2
Electric power and other energy 801.9 230.0 250.0 700.0 24.2 295.0
Environment 103.3 14.7 168.0 263.9 64.8 -

Finance 234.3 - 916.0 205.0 105.0 -

Health, nutrition and population 270.5 233.1 257.9 376.7 593.8 626.4
Industry 198.5 250.3 3.2 - - -

Mining 2.4 - - 63.0 - 532.0
Multisector 269.5 - - - -

Oil and gas 301.0 - 120.8 - -

Public sector management 33.0 296.8 - 92.0 31.7 250.0
Social sector 111.5 - - - - 543.2
Telecommunications 22.4 - - 35.0 - -

Transportation 246.0 491.3 - - 684.5 23.5
Urban development 8.3 246.0 39.0 21.5 - -

Water supply and sanitation 145.9 - 275.8 251.6 98.6

Total 3,640.8 2,370.0 3,005.7 2,929.1 2,011.6 3,864.4

Of which: IBRD 1,728.6 474.0 1,584.8 1,161.6 626.5 1,318.0
IDA 1,912.3 1,896.0 1,420.9 1,767.5 1,385.1 2,546.4

NoTE: Details may not add to totals because of rounding.

-Zero.
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TABLE 2-8. WORLD BANK COMMITMENTS, DISBURSEMENTS, AND NET
TRANSFERS IN SOUTH ASIA, FISCAL YEARS 1993-98

(millions of us dollars)

Bangladesh India Pakistan Total region

Item 1998 1993-98 1998 1993-98, 1998 1993-98. 1998 1993-98,

IBRD andtDAcommitments 646 2,155 2,142 11,419 808 3,229 3,864 17,597
Undisbursed balance 1,147 1,147 8,578 8,578 2,053 2,053 12,423 12,423
Gross disbursements 331 1,858 1,375 9,701 606 3,539 2,441 16,104
Repayments 63 272 1,147 6,226 243 1,359 1,479 7,991
Net disbursements 269 1,586 228 3,475 363 2,180 962 8,113
Interest and charges 45 257 706 4,950 211 1,329 984 6,668
Nettransfer 224 1,329 -478 -1,475 152 851 -22 1,445

NOTE: The countries shown in the table are those with the largest borro wings from the 14orld banik in fiscal 1997-98.
Details may not add to totals because of rouniding.

a. Disbursements from the iDA Special Fund are included through fiscal 1996.

initiate or propagate a crisis if a bank run is pro- vate financial sector, the Bank engaged in
voked by low confidence. To respond to such projects to expand the private sector's role in
weaknesses in the South Asia region, analytical, developing infrastructure. For example, techni-
technical, and financial support was extended to cal, financial, and advisory assistance was ex-
several client countries to help them speed up tended to Bangladesh for the Private Sector In-
financial sector reforms. Financial sector reviews frastructure Development Project. The project
were conducted in Bangladesh and Sri Lanka. A is establishing a fund to catalyze much needed
banking sector adjustment loan to Pakistan sup- long-term debt finance for private sector sub-
ported reforms that have arrested the flow of projects in basic infrastructure, such as power
bad loans and put in place appropriate financial generation and transmission, toll roads, telecom-
regulations, as well as increased the efficiency munications, and others.
of financial intermediation and strengthened Because economic growth and foreign direct
the legal framework and judicial processes. To investment have been hampered by insufficient
complement this work, EDi directed training at power supply, the IFc has invested funds for
high- and medium-level managers of the State electricity expansion in South Asia's underde-
Bank of Pakistan to help upgrade the country's veloped areas. In fiscal 1998 the IFC led a private
prudential regulation and supervision system. sector coalition that invested in Nepal's Upper
The course provided participants with an un- Bhote Koshi Hydroelectric Power Project.
derstanding of macroeconomic policy analysis The second project of its kind undertaken
and financial programming, the roles of the fi- by the private sector in Nepal, it is expected
nancial and commercial sectors, and fiscal and to increase the country's power supply by
exchange rate policy. Bank-supported technical 10 percent.
assistance also helped establish an electronic MICA is also helping to expand private sector
clearing and settlement system for India's Na- investment in South Asia. In fiscal 1998,
tional Stock Exchange. MICA issued its first guarantee for a project in

Private sector deteloprment. Developing a larger India. The $9.6 million guarantee covers a
role for the private sector is an important ingre- project to establish a mobile cellular network.
dient for South Asia's rapid, sustained economic In addition, MIGA issued guarantees to cover a
growth. In addition to its support for the pri-
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power plant in Sri Lanka and two banking nership with Haryana by helping remove the
projects in Pakistan. most critical impediments to power transmis-

Infrastructure. The Bank supported increased sion and improving the quality of power supply
public investment in South Asia's infrastructure to remote areas. Future support will be gov-
in fiscal 1998. For example, a loan to Nepal is erned by the pace of reform implementation
helping bring down transportation costs associ- and adapted to meet specific investment
ated with trade by establishing an inland con- requirements.
tainer depot for rail transfers, upgrading depots, Rural development. Because the majority of
and streamlining trade and transit procedures. the region's poor live in rural areas, support for

The Bank's new adaptable program loan (APL) rural development remained high on the Bank's
was utilized to provide front-end support for agenda. In partnership with the government of
the early stages of India's Haryana Power Sector Pakistan, the Asian Development Bank, and the
Restructuring Project. The first phase is build- Overseas Economic Cooperation Fund of Japan,
ing the foundation of a long-term lending part- Pakistan's National Drainage Program was one

TABLE 2-9. OPERATIONS APPROVED DURING FISCAL YEAR 1998, SOUTH ASIA

Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

Bangladesh
Health and Population Program Project Jun 30, 1998 2008/2038 185.50 250.00
Primary Education Development Project Apr 9, 1998 2008/2038 111.00 150.00
Silk Development Project Nov 18, 1997 2008/2037 8.30 11.35
Private Sector Infrastructure Development Project Oct 28, 1997 2007/2037 168.60 235.00

Bhutan
Second Education Project Mar 3, 1998 2008/2038 10.10 13.69

India
Uttar Pradesb Diversified Agriculture Support Projecta Jun 30, 1998 2004/2018 n.a. 79.90
Uttar Pradesh Diversified Agriculture Support Project Jun 30, 1998 2008/2033 37.20 50.00
Orissa Health Systems Development Project Jun 29, 1998 2008/2033 56.80 76.40
Woman and Child Development Project Jun 29, 1998 2008/2033 222.50 300.00
Andhra Pradesh Economic Restructuring Projecta Jun 25, 1998 2004/2018 n.a 301.30
Andhra Pradesh Economic Restructuring Project' Jun 25, 1998 2008/2033 179.40 241.90
Kerala Forestry Project Mar 24, 1998 2008/2033 28.80 39.00
National Agricultural Technology Projecta Mar 17, 1998 2008/2033 73.80 100.00
National Agricultural Technology Projecta Mar 17, 1998 2003/2018 n.a. 96.80
Haryana Pover Sector Restructuring Project Jan 15, 1998 2003/2018 n.a. 60.00
Uttar Pradesh Forestry Project Dec 9, 1997 2008/2032 39.00 52.94
Uttar Pradesh Second Basic Education Project Dec 4, 1997 2008/2032 43.70 59.40
Third District Primary Education Project Dec 4, 1997 2008/2032 111.80 152.00
Coal Sector Rehabilitation ProjectI Sep 9, 1997 2003/2017 n.a. 530.00
Coal Sector Rehabilitation Project' Sep 9, 1997 2008/2032 1.50 2.00

Nepal
MultimodalTransit and Trade Facilitation Project Nov 25, 1997 2008/2037 17.00 23.50
Irrigation Sector Project Nov25, 1997 2008/2037 58.70 79.77
Agricultural Research and Extension Project Aug 26, 1997 2007/2037 17.50 24.30

Pakistan
Second Social Action Program Project Mar 24, 1998 2008/2033 184.50 250.00
Banking Sector Adjustment Loan Dec 9, 1997 2003/2018 n.a. 250.00
National Drainage Program Project Nov 4, 1997 2007/2032 198.60 285.00
Northern Education Project Oct 30, 1997 2008/2032 16.40 22.80

Sri Lanka
Mahaweli Restructuring and Rehabilitation Project Apr 14, 1998 2008/2038 41.70 57.00
Second General Education Project Dec 9, 1997 2008/2037 51.40 70.30

Total 1,863.80 3,864.35

n.a. = not applicable (IBRD loan).

a. "Blend" loan/credit.
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FIGURE 2-4 South Asia: IBRD and IDA Commitments by Sector, Fiscal Year 1998
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such program to receive support in fiscal 1998. pense of high-quality teaching and learning in
Conceived and developed by the government of recent years, the Bank's support this year em-
Pakistan in 1995 in response to an ongoing crisis phasized improving the quality of primary edu-
in the Indus Basin irrigation system, the project cation. With Bank support, governments are in-
is improving irrigation and drainage infrastruc- volving their local communities in designing
ture and decentralizing the management of the and implementing education projects so that
irrigation and drainage system. Recognizing the beneficiary needs are better met (see box 2-3).
importance of stakeholder involvement in devis- Malnutrition and poor health not only dimin-
ing solutions to the crisis, the Bank and its part- ish people's potential for growth and learning,
ners engaged in widespread consultations with but inhibit nations' economic development po-
the affected communities, which also helped tential and poverty reduction efforts. In South
win support for the reform program. Asia some 50 percent of children under five are

Bank support for encouraging environmen- malnourished. India's Woman and Child Devel-
tally sustainable growth in rural areas took an in- opment Project is illustrative of Bank initiatives
novative turn this year as a Bank loan, together to address this problem and to improve access
with Global Environment Facility (GEF) funds, to health care-especially for children up to age
was extended to aid the Sri Lankan six, and pregnant and breastfeeding mothers
government's efforts to conserve medicinal plant from the poorest sections of society. The project
populations. Medicinal plants are an essential is supporting the government's Integrated Child
component of health services in South Asia, es- Development Program in the states of Kerala,
pecially for the rural poor. The project is estab- Maharashtra, Rajasthan, Tamil Nadu, and Uttar
lishing five medicinal plant conservation areas Pradesh, bringing improved health services to
for managing and researching sustainable meth- about 18 million women and children.
ods and levels of harvesting. The Bank-led Second Social Action Program

Project (SAPPII) in Pakistan is a multidonor
Investing in the region's people project that is improving overall social services.

Reflecting the Bank's commitment to poverty It follows the success of the First Social Action
reduction by enhancing human development, Program Project launched by the government in
ten Bank projects in the South Asia region fo- fiscal 1993, which resulted in an increase in
cused on improving countries' social sectors in spending for social services from 1.8 percent to
fiscal 1998. These included a record seven edu- 2.1 percent of GDP between 1994-97 and an in-
cation projects in the region. Because rapid ex- crease in the speed with which the government
pansion of education has occurred at the ex- releases funds for social services. SAPPII is helping

34 THE WORLD BANK ANNUAL REPORT 1998



BOX 2-3 IMPROVING EDUCATION THROUGH COMMUNITY PARTICIPATION

The benefits of universal primary education have cation Committees (vEcs), established to involve the
been well documented, and South Asian countres community in the construction and operation of local
are intensifying their efforts to achieve "education for schools, have been an important component in in-
all" early in the next century. Unfortunately, the creasing the demand for education. vEc-sponsored
push to increase the quantity of education has some- education awareness campaigns have been especially
times come at the expense of quality, which can re- effective in encouraging parents to send their children
duce demand. In addition, many parents in poor or to school-and to keep them there.
rural areas cannot afford to forgo the income or as- In fiscal 1998 the Bank undertook its first educa-
sistance provided by the work children do outside or tion project in the state of Bihar, where school enroll-
iinside the home.1 To increase enrollmentt and encour- ment and literacy rates are well below the national
age children to stay in school, the Bank is supporting averages. Targeted at seventeen educationally disad-
schools that local communities have helped to plan vantaged ditricts, the Third District Primary Educa-
and operate. This has not only mobilized local sup- tion Project is establishing VECs for each school.
port, buit has also increased the quality of education. These committees are acting as monitors, recording

Since fiscal 1993 the Bank has supported five teacher and student participation and school effec-
state-level education projects in India that utilize tiveness. The project will enable the state of Bihar to
community participation to increase demand for enroll more than 5.5 million extra children over the
education, especially among girls and other disad- next five years.
vantaged children. The first Uttar Pradesh Basic
Education Project generated a much higher than ex- 1. The Bank is concerned about child labor from both a develop-

}nent and humanitarian point ofciew, and in fiscal 1998 issued a
pected enrollment; total enrollment has jumped by framework for addressing child labor issues (see section three).

32 percent since fiscal 1992. The Uttar Pradesh Sec- There is compelling evidence that the long-run solution to child la-

ond Basic Education Project was approved in fiscal bor problems comes from reducing poverty, improving the situation

1998. Early assessments indicate that Village Edu- of women, and increasing access to good-quality education.

to upgrade and expand basic social services to ment challenges, facilitating interaction between
under-served portions of the population with a Bank staff and local communities, and exposing
focus on governance improvements in the public Bank staff to community initiatives that have
sector service delivery system and encouraging successfully reduced poverty. Fifty-seven staff
NGO and private sector participation in delivering went to five different South Asian countries this
social services. year, bringing the total number of program

graduates in the region to eighty-eight.
Improving Bank operations By working more closely with the IFc and

To facilitate a closer relationship with clients MIGA, the Bank is working to provide a full
and to better understand the cultural, political menu of services to countries in the region. The
and social dimensions of the region, about half of 1998 country assistance strategy (CAS) for India,
the Bank staff working with South Asian coun- for example, which was conducted in close con-
tries now do so from one of the region's five field sultation with the government, NGOS, and civil
offices.'2 Management of both lending and society, was prepared jointly with the IFC and in
nonlending services has been more evenly di- close consultation with MIGA.

vided between headquarters and the field offices,
with over 20 percent of economic and sector
work and 40 percent of the lending portfolio in
fiscal 1998 managed by staff in the field (see fig- 12. Colombo, Dhaka, Islamabad, Kathmandu, and New

ure 2-5). Delhi.

Village immersion programs'3 are increasing 13. These programs are a part of the Bank's Executive
Bank staff understanding of the region's develop- Development Program, which is equipping Bank managers

to broaden their perspective and enhance their managerial
and leadership skills.
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Improvements in portfolio management have and Sanitation Board (KWSB), will bring the
resulted from incorporating monitorable perfor- project close to compliance in fiscal 1999. The
mance indicators, agreed with borrowers, into KWSB has also reduced its staff by about 4,500,
new lending operations in recent years. The achieved an almost clean audit opinion over
number of problem projects has subsequently three years, and reduced wasteful expenditure
fallen from forty-five in the beginning of fiscal by implementing an internal audit reviexw
1997, to twenty-six by the end of fiscal 1998. Moreover, much of the project construction is
Thirteen projects have been upgraded from approaching completion, and certification of
problem status since the beginning of fiscal works and operation of the system are expected
1998, including the Karachi Water and Sanita- at the end of the year.
tion Project in Pakistan. The project had been Efforts to help clients battle corrupt practices
unable to meet its financial covenants in recent are addressed through project design and super-
years, but agreements for the implementation of vision. Two examples: (i) Political interference
30 percent tariff increases, plus actions to im- in staff appointments was addressed in one
prove collection performance and to reduce project by making approval of additional civil
public sector arrears owed to the Karachi Water works contingent upon the removal of

'ft

South Asian countries are working to achieve education for all children early in the next century. Educating girls is a
critical component: educated women are less likely to die in childbirth and more likely to have smaller, healthier fami-
lies and raise children who are immunized, well nourished, educated, and well cared for.
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FIGURE 2-5 nonqualified staff, and (ii) corruption in a con-
Percentage of Projects Managed in South struction program was addressed by making the
Asian Field Offices, Fiscal Years 1996-98 fiscal 1998 construction conditional on manage-
(percent) ment by two private architectural and engineer-

ing firms. Support for improving the efficiency
and transparency of procurement in Bank-

Economic and sector work financed projects, complemented by improve-- Lending portfolio ments in the audit and monitoring functions
of Bank-financed projects, is also helping. And

40 the Bank is helping implementing agencies to
35 shorten contract award times through remedies
30 included in the Bank's procurement guide-
25 lines.'4 Ex-post reviews of procurement awards

20 have been intensified with the engagement
I _ _ of external auditing firms, and field offices

I5 - ; - - have been strengthened to provide in-country
10 expertise to assist implementing agencies in
5 _ _ _ all aspects of procurement, disbursement,
0 and auditing.

FY96 FY97 FY98
14. World Bank. 1995. Guidelines: Procurement under IBRD

Loans and IDA Credits. Washington, D.C.
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EUROPE AND CENTRAL ASIA

Countries in the Europe and Many have made considerable cits, financed partly by foreign
Central Asia [EcA) region con- progress toward meeting the direct investment and partly
tinued to meet the challenges of initial challenges of transi- by borrowing from abroad.
transition with varying degrees tion-establishing macroeco- A lesson from the East Asian
of progress. Many Central Euiro- nomic stability, liberalizing crisis is that under these cir-
pean and Baltic countries are markets, and privatizing assets cumstances, countries must
now sustaining growth and at- while maintaining social safety establish good prudential
tracting external capital and in- nets-and are now confront- and supervisory frameworks
vestment. With support from the ing a second stage of reform. to avoid the risk of collapse
Bank and its partners, they are Now the challenge for these of their financial systems.
focusing on policies and institu- countries includes: The Bank is supporting
tional changes that will allow * moving from a focus on these efforts.
them to sustain growth while reducing the fiscal deficit and Joining the European Union
gradually meeting European inflation to improving the (EU) is a major objective for
Union (Eu) membership require- composition of public expen- Central European and Baltic
ments. In Eastern Europe, ditures and overhauling the countries. In partnership with
Caucasus, and Central Asia, tax system; others the Bank is coordinat-
countres are still facing the * complementing mass ing strategies and sectoral ap-
challenges of sustained stabiliza- privatization programs with proaches to help its clients
tion and making further improvements in corporate meet the challenges (see box 2-
progress in privatization, liberal- governance through increased 4). The Bank is working
ization, and preservation of ba- competition, protection of closely with countries to iden-
sic safety nets. In these cotuntries shareholder and creditor tify high-priority policy re-
the Bank is both promoting re- rights, and enhanced pruden- forms that enhance economic
form and providing balance of tial regulation and supervision growth prospects and facilitate
payments support. The Bank is of financial systems; EU accession, as well as to de-
also assisting some countries * moving from preventing vise strategies for minimizing
with the difficult tasks of recon- the collapse of key infrastruc- the costs of expensive re-
struction after conflict. The ture to expanding the supply forms-such as the adoption
quality and effectiveness of and quality through private of EU environmental standards.
Bank operations across the re- sector provision; and Most of the Central Euro-
gion improved in fiscal 1998, * shifting from attempting pean countries that experi-
as portfolio management was to prevent the collapse of ba- enced crises in early 1997 are
enhanced and client focus sic social safety nets to making showing strong signs of recov-
sharpened. pension and transfer systems ery. In Albania, major civil dis-

fiscally sustainable and better turbances in early 1997 fol-
Stabilization and liberaliza- targeted. lowed the collapse of

tion efforts are beginning to ''pyramid schemes," but the
pay off in the transitional Central Europe and new government moved
countries.' 5 In 1997, ten of the the Baltics
Eastern Europe and Central Most Central European 15. Albania, Armenia, Azerbaijan,

Asia (ECA) region's client countries have experienced Belarus, Bosnia and Herzegovina,

countries grew at 5 percent or several years of growth, and Bulgaria, Croatia, Czech Republic,
Cyprus, Estonia, Former Yugloslav

more, and fourteen at more private sector investment and Republic of Macedonia, Georgia,
than 3 percent. Yet underlying consumption have started to Hungary, Kazakhstan, Kyrgyz

the region's general economic expand. In some countries this Republic, Latvia, Lithuania, NIoldova,
Poland, Rormania, Russia, Slovakia,

improvement is uneven growth is associated with in- Slovenia, Tajikistan, Turkmenistan,

progress among countries. creased current account defi- Ukraine, and Uzbekistan
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BOX 2-4 WORLD BANK SUPPORT FOR EUROPEAN UNION ENLARGEMENT

One of the key economic events of 1997 was the best the four institutions can coordinate their respec-
European Union (EU) decision to invite ten of the tive interventions in the candidate countries. Their
Bank's client countries in Central and Eastern Eu- Memorandum of Understanding spelling out the
rope-Bulgaria, Czech Republic, Estonia, Hungary, modus operandi among the concerned institutions
Latvia, Lithuantia, Poland, Romania, Slovakia, and was signed in March 1998.
Slovenia-to initiate the process for eventual EU mem- The Bank already had held intensive discussions
bership. The European Commission (Ec) Agenda with most of the candidate countries to determine
2000, issued in July 1997, set out the terms and con- how best it could assist them in meeting membership
ditions under which candidate countries would be requiremnents. This dialogue is reflected in country as-
able to join the EU. While the EU is prepared to mobi- sistance strategies, which are the guiding principles of
lize significant financial resources to assist candidate the Bank's assistance. In addition, Country Economic
countries to meet the accession requirements, Agenda Memoranda were issued in fiscal year 1998 for Esto-
2000 recognizes that during the accession period sub- nia, Poland, and Slovakia with the theme of "the
stantial assistance will also be required from other challenge of EU accession;" reports dealing with par-
partners-including the EU's own bank, the European ticular EU accession issues were also prepared for
Investment Bank (EIB); the European Bank for Recon- Lithuania and Slovenia. Similar reports will be
struction and Development (EBRD); and the World undertaken next fiscal year for the Czech Republic
Bank. In October 1997 the Bank joined the EC, EIB, and Hungary.
and EBRD in a joint working group to reflect on how

quickly to restore stability with support from in Central Asia, with the Kyrgyz Republic dem-
the Bank and other international donors. Gross onstrating the best performance.
domestic product (GDP) growth in 1998 is pro- Though significant progress was made on re-
jected at around 10 percent. Bulgaria's seven ducing inflation, the fiscal situation in both Rus-
years of mixed efforts at stabilization and struc- sia and Ukraine remained fragile. High interest
tural reform spiraled into a macroeconomic cri- rates on short-term debt became a major bur-
sis that culminated in 1997 in the adoption of a den on public finances in the latter part of the
currency board arrangement and a reform pro- fiscal year. To restore market confidence and re-
gram that rapidly stabilized the economy. And duce interest rates-important ingredients for
while Romania's ambitious and wide-ranging re- restoring growth-structural reforms aimed at
form program made a good start in 1997, as sustained and predictable reductions in fiscal
prices were liberalized and directed credit deficits are necessary.
ended, by early 1998 progress faltered as politi- In the face of these diverse country situations,
cal commitment wavered. Still the Bank contin- the Bank's fiscal 1998 assistance strategy re-
ued to support investments in key areas to un- flected its regional clients' unique needs and
derpin long-term development. their progress in meeting the challenges of tran-

sition. Table 2-10 shows the sectoral distribu-
Eastern Europe, Caucasus, and Central Asia tion of lending to the region for the 1989-98

Eastern Europe and Caucasus experienced period. Table 2-11 compares commitments, dis-
positive growth in 1997 for the first time since bursements, and net transfers to the region for
the transition began. Moldova posted its first fiscal years 1993-98, and table 2-12 shows op-
year of positive growth, while Armenia and erations in the ECA region approved by the
Georgia continued to grow. In Russia, output Board of Executive Directors during fiscal 1998
growth is expected to be positive after zero by country. Figure 2-6 shows IBRD and IDA com-
growth in 1997. Performance was more mixed mitments by sector.

SECTION Two EUROPE AND CENTRAL AsIA 39



TABLE 2-10. LENDING TO BORROWERS IN EUROPE AND CENTRAL ASIA,
BY SECTOR, FISCAL YEARS 1989-98

(miltions of us dollars)

Annual
average,

Sector FY89-93 FY94 FY95 FY96 FY97 FY98

Agriculture 291.3 502.9 202.0 185.8 771.7 149.5
Education 48.0 59.6 40.0 5.0 137.8 592.4
Electric power and other energy 309.8 164.8 191.7 325.4 504.9 545.0
Environment 19.0 80.0 123.0 30.1 - 43.9
Finance 218.2 280.0 147.0 638.9 290.3 82.0
Health, nutrition and population 89.2 - 220.4 350.4 95.5 27.0
Industry 108.9 375.0 -.- 111.8 10.3
Mining - - 540.8 300.0 800.0
Multisector 710.6 506.3 2,085.0 656.8a 1,227.0 1,119.5
Oil and gas 172.0 691.3 226.3 10.0 135.6 10.0
Public sector management 164.8 270.0 70.9 505.6 109.1 587.4
Social sector 33.4 10.9 127.5 212.0 935.2 358.6
Telecommunications 60.0 153.0 - - - 30.0
Transportation 271.2 352.0 486.0 868.0 312.7 356.0
Urban development 97.0 171.0 418.0 44.3 56.0 358.4
Watersupplyandsanitation 83.9 109.6 161.0 21.5 67.3 154.4

Total 2,677.3 3,726.4 4,498.8 4,394.6 5,054.9 5,224.3

Of which: IBRD 2,648.2 3,533.3 3,953.8 3,918.2 4,560.9 4,462.3
IDA 29.1 193.1 545.0 476.4 493.9 762.0

NOTE: Details may not add to totals because of routinding

- Zero.

a. Includes the refinianced/rescheduled overdue charges of $168 million for Bosnia and Herzegovi na.

Reconstructing after conflict The government of Tajikistan formally

Supporting reconstruction after conflict re- ended its civil war with the signing of a peace
mained a major Bank activity in a few countries. agreement in July 1997. And in fiscal 1998,
With internationally supported reconstruction IIA extended two credits to support economic
efforts underway in Bosnia and Herzegovina, recovery.
the Bank's support increasinglv focused on mac-
roeconomic institution building and the reforms Accelerating structural reforms
needed for transition to a market economy. An Although most countries have sharply re-
adjustment loan that focused on fiscal manage- duced fiscal deficits, tax and public expenditure
ment and private sector development was reform remains critical. With Bank support,
complemented by a line of credit for enterprise both Kazakhstan and Russia are improving tax
reconstruction support for the agriculture, edu- administration and budget management. Russia
cation, electric power, forest management, gas, took several major steps to improve tax collec-
housing, transport, and water sectors. tion, including the termination of non-cash

arrangements for clearing arrears and actions
against large high-profile tax debtors. Bank-
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financed adjustment operations in Armenia, To help governments improve municipal
Azerbaijan, Georgia, and Russia are increasing functioning, the Bank initiated a major program
payment rates in power and energy sector public of analytical work and project preparation in
utilities. the Baltic countries, Hungary, Poland, Russia,

Social insurance, especially pensions, accounts and Ukraine. This work will help improve the
for a large share of public spending in many predictability and transparency of intergovern-
countries, and often is not affordable over the mental fiscal relations. It will provide appropri-
long run. New loans are supporting Azerbaijan, ate incentive frameworks at national levels and
Bosnia and Herzegovina, Georgia, and Macedonia help build the management capacity of munici-
in the first phase of pension reform and Hungary palities and other subnational entities, which
and Kazakhstan in implementing comprehensive are often responsible for key investment deci-
pension reforms that include mandatory contri- sions, environmental management, and deliver-
butions to private pension funds. ing social services. The Municipal Finance Initia-

To combat corruption and improve public tive, a joint undertaking of the Bank Group-
sector performance, the Bank is helping govern- including EDI and the IFC-is helping subnational
ments in Albania, Georgia, Latvia, and Ukraine entities tap financial markets.
to formulate anticorruption strategies, collect Accelerating privatization and financial sector
data to define problems, and assist with in- reform continues to be a regional priority. Intro-
country workshops to develop anticorruption ducing more flexible pricing mechanisms in
strategies and action plans. The strategies typi- auctions has speeded up privatization in some
cally include accelerating specific policy re- countries where it had stalled. Adjustment loans
forms-including deregulation and tax simplifi- are supporting small-scale privatization in
cation, civil service, public procurement and Moldova and accelerating privatization of me-
auditing, legal and judicial reform, and strength- dium- and large-scale enterprises in Armenia,
ened public oversight mechanisms. These re- Azerbaijan, Georgia, and Russia. Also in Russia,
forms reduce the incentives for corruption, side a structural adjustment loan is facilitating more
payments, and rentseeking. transparent, open, and competitive case by case

TABLE 2-11. WORLD BANK COMMITMENTS, DISBURSEMENTS, AND NET
TRANSFERS IN EUROPE AND CENTRAL ASIA, FISCAL YEARS 1993-98

(millions of us dollars)

Romania Russia Ukraine Total region

Item 1998 1993-98a 1998 1993-98, 1998 1993-98, 1998 1993-98'

IBRD and IDA commitments 131 1,842 1,629 9,792 216 2,222 5,224 26,694
Undisbursedbalance 1,387 1,387 4,103 4,103 934 934 11,630 11,630
Gross disbursements 352 1,448 2,172 5,967 168 1,238 4,854 19,461
Repayments 46 61 29 29 0 0 2,271 8,680
Net disbursements 306 1,387 2,143 5,938 168 1,238 2,583 10,780
Interest and charges 78 281 233 540 66 133 1,095 5,803
Net transfer 228 1,106 1,910 5,398 102 1,105 1,488 4,977

NOTE: The countries shown in the table are those with the largest borrowings of World Bank funds duringfiscal 1997-98.
Details may not add to totals because of rounding.
a. Disbursements from the IDA Special Fund are included through fiscal 1996.
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TABLE 2-12. OPERATIONS APPROVED DURING FISCAL YEAR 1998,
EUROPE AND CENTRAL ASIA

Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

Albania
Durres Port Project May 12, 1998 2008/2038 12.60 17.00
Urban Land Management Project May 12, 1998 2008/2037 7.50 10.00
Health System Recovery and Development Project May 12, 1998 2008/2038 12.60 17.00
Private IndustTy Recovery Project Feb 10, 1998 2008/2037 7.50 10.25
Recovery Program Technical Assistance Project Dec 9, 1997 2008/2037 3.70 5.00
Rehabilitation Project Dec 9, 1997 2008/2037 18.30 25.00

Armenia
Municipal Development Project Jun 11, 1998 2008/2032 22.30 30.00
Agricultural Reform Support Project Jan 27, 1998 2008/2032 10.70 14.50
Education Financing and Management Reform Project Nov 20, 1997 2007/2032 11.10 15.00
Second Structural Adjustment Credit Aug 26, 1997 2008/2032 43.10 60.00
Second Structural Adjustment Technical Assistance Credit Aug 26,1997 2008/2032 3.60 5.00
Health Financing and Primary

Health Care Development Project Jul 29, 1997 2008/2032 7.20 10.00

Azerbaijan
Urgent Environmental Investment Project Jun 30, 1998 2008/2033 14.90 20.00
Structural Adjustment Credit Jul 24, 1997 2007/2032 52.00 70.00

Bosnia and Herzegovina
Public Finance Structural Adjustment Credit Jun 4, 1998 2008/2033 46.20 63.00
Forestry Project Jun 2, 1998 2008/2033 4.90 7.00
Emergency Pilot Credit Project May 19, 1998 2008/2033 3.70 5.00
Second Electric Power Reconstruction Project May 19, 1998 2008/2032 18.50 25.00
ReconstructionAssistance Project Dec 23, 1997 2008/2032 12.30 17.00
Emergency Natural Gas System Reconstruction Project Dec 23, 1997 2008/2032 7.30 10.00
Second Emergency Transport Reconstruction Project Aug 28, 1997 2007/2032 28.21 39.00
Second Emergency Education Reconstruction Project Aug 28, 1997 2007/2032 7.70 11.00

Bulgaria
Environmental Remediation Pilot Project May 12, 1998 2003/2018 n.a. 16.00
Financial and Enterprise Sector Adjustment Loan Oct 30, 1997 2003/2017 n.a. 100.00

Croatia
Reconstruction Project for Eastern Slavonia,

Baranja, and Western Srijem Jun 18, 1998 2004/2013 n.a. 40.60
Municipal Environmental Infrastructure Project Jun 18, 1998 2003/2013 n.a. 36.30
Investment Recovery Project Nov 18, 1997 2003/2012 n.a. 30.00

Georgia
Cultural Heritage Project Feb 13, 1998 2008/2033 3.40 4.49
Social Investment Fund Project Dec 11, 1997 2008/2032 14.60 20.00
Second Structural Adjustment Credit Sep 4, 1997 2008/2032 44.20 60.00
Second Structural Adjustment Technical Assistance Project Sep 4, 1997 2008/2032 3.70 5.00
Municipal Development and Decentralization Project Jul15,1997 2007/2032 15.10 20.90

Hungary
Higher Education Reform Project Feb 26, 1998 2001/2013 n.a. 150.00
Public SectorAdjustment Loan Jan 27, 1998 2002/2012 n.a. 150.00
Youth Training Sep 11, 1997 2001/2012 n.a. 36.40

Kazakhstan
Pension Reform Adjustment Loan Jun 25, 1998 2003/2018 n.a. 300.00
Agricultural Post Privatization Assistance Project Jun 2, 1998 2003/2018 n.a. 15.00
Public Sector Resource Management Adjustment Loan Aug 26, 1997 2003/2017 n.a. 230.00

Kyrgyz Republic
Power and District Heating Rehabilitation Project Jun 25, 1998 2006/2031 11.20 15.00
Agricultural Support Services Project May 7, 1998 2008/2033 11.10 14.98
Is-rigation Rehabilitation Project May 7, 1998 2008/2033 26.00 35.00
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Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

Latvia
Municipal Solid Waste Management Project Feb 26, 1998 2002/2015 n.a 7.95

Macedonia, Former Yugoslav Republic of
Power System Improvement Project Feb 13, 1998 2002/2017 n.a. 35.00
Irrigation Rehabilitation and Restructuring Project' Nov 4, 1997 2003/2017 n.a. 7.50
Irrigation Rehabilitation and Restructuring Project' Nov4, 1997 2007/2032 3.70 5.00
Second Private Sector Development Project Oct 30, 1997 2003/2017 n.a. 25.00
Education Rehabilitation Project Sep 2, 1997 2008/2032 3.60 5.00

Moldova
First Cadastre Project Apr 23, 1998 2008/2033 11.50 15.90
Rural Finance Project Jan 15, 1997 2008/2032 3.70 5.00
General Education Project Nov 12, 1997 2008/2032 3.50 5.00
Second Structural Adjustment Credit' Sep 9, 1997 2007/2032 33.00 45.00
Second Structural Adjustment Loan Sep 9, 1997 2003/2017 n.a. 55.00

Poland
Emergency Flood Recovery Project Dec 18, 1997 2003/2012 n.a. 200.00
Roads lI Project Oct 28, 1997 2003/2012 n.a. 300.00
Municipal Finance Project Jul 10, 1997 2002/2014 n.a. 22.00

Romania
Child Velfare Reform Project Jun 25, 1998 2003/2018 n.a. 5.00
Telecommunications Reform and Privatization Support Project Apr 28, 1998 2003/2018 n.a. 30.00
General Cadastre and Land Registration Project Dec 9, 1997 2003/2017 n.a. 25.50
School Rehabilitation Project Jul 29, 1997 2002/2017 n.a. 70.00

Russia
Second Coal Sector Adjustment Loan Dec 18, 1997 2003/2015 n.a. 800.00
Second Structural Adjustment Loan Dec 18, 1997 2003/2015 n.a. 800.00
Social Protection Implementation Project Oct 7, 1997 2003/2014 na. 28.60

Tajikistan
Post-Conflict Emergency Reconstruction Project Jan 29, 1998 2008/2038 7.40 10.00
Post-Conflict Rehabilitation Credit Dec 16, 1997 2008/2037 7.30 10.00

Turkey
Basic Education Loan Jun 23, 1998 2002/2014 n.a. 300.00
National Transmission Grid Project Jun 11, 1998 2002/2015 n.a. 270.00
Cesme-Alacati Water Supply and Sewerage Project Apr 14, 1998 2003/2015 n. a. 13.10
Participatory Privatization of Irrigation Management

and Investment Project Oct 14, 1997 2003/2014 n.a. 20.00

Ukraine
Kiev District Heating Improvement Project May 21, 1998 2003/2018 n.a. 200.00
Treasury Systems Project Feb 24, 1998 2003/2018 n.a. 16.40

Uzbekistan
Enterprise Institution Building Project Jun 18, 1998 2003/2018 n.a. 28.00
Tashkent SolidcVaste Management Project May 21, 1998 2004/2018 n.a. 24.00
Water Supply, Sanitation and Health Project Aug 21, 1997 2003/2017 n.a. 75.00

Total 558.91 5,224.37

n.a. = not applicable (IBRD loan).

a. "Blendd" loan/credit.
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privatization transactions. The loan is comple- their families, and coal mining communities.
mented by analytical work examining ways to New Bank projects also supported health sector
improve corporate governance, enhance enter- reform in Albania and Armenia this year.
prise restructuring, and increase competition Countries undergoing transition from pro-
in the industrial sector. With Bank support, tected trade to international trade, and from
Armenia, Azerbaijan, Georgia, Moldova, and economies dominated by mass production and
Russia are privatizing or liquidating troubled heavy industry to those organized around
banks and improving accounting practices, kno-wledge and services, must prepare their
prudential regulation, and supervision of the people for employment in a market economy.
banking sector. The region's educational systems are not de-

MICGA supported private investment by issuing signed to produce workers wvith profiles that la-
$307 million in coverage for investments in bor markets increasingly demand. Highly spe-
Azerbaijan, the Czech Republic, the Kyrgyz Re- cialized and rigid vocational and higher
public, Poland, Russia, Turkey and Ukraine. The education programs, for example, must be reori-
projects facilitated approximately $1 billion of ented. Public expenditures should also be ratio-
foreign investment in these countries. The ECA nalized to address inefficient allocations of re-
region accounts for about 25 percent of NIIGA'S sources within the education sector and
current guarantee portfolio. underfunding that has arisen with greater de-

centralization. In response, the Bank's support
Supporting the social sectors for education reform expanded significantly in

In fiscal 1998 the Bank continued to help cli- fiscal ]998, with projects in Armenia, Bosnia
ent countries improve social safety nets and tar- and Herzegovina, Hungarv, Macedonia, and Ro-
get assistance to those most affected by transi- mania, as wvell as an adaptable program loan in
tion. Adjustment operations in Armenia and Turkey. Two projects in Hungary are helping re-
Georgia helped reform basic benefit packages form higher and vocational education, while
for poor households and improve targeting. In Bank sector work is analyzing policy options for
Russia the Second Coal Sector Adjustment reforming Russia's vocational educational sys-
Project continued Bank support of the tem. Adjustment loans in Armenia and Georgia
government's coal sector reform program, em- protected expenditure in the social sectors
phasizing a more effective social safety net to while increasing cost effectiveness.
mitigate the cost of transition for coal workers,

FIGURE 2-6 Europe and Central Asia: IBRD and IDA Commitments by Sector,
FiscalYear 1998
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Support for environmental programs with a regional focus continued this year.The Baltic Sea program has been
particularly successful in leveraging financing for investment in wastewater treatment facilities.

Promoting energy efficiency tional structure, promoting energy conservation,

Economic inefficiency in many countries re- and delivering heat to districts that had no pre-
sults from relatively high energy consumption, vious access.
distorted energy prices, uncompetitive markets,
and regulatory bodies that are not independent. Protecting the environment
Payment collections are inadequate because The Bank continues to give high priority to
households and government do not pay their regional initiatives in its environmental strategy,
bills, or they make non-cash payments. More- which includes the Aral Sea Basin, Baltic Sea,
over, physical facilities are in need of major re- Black Sea, Caspian Sea, Danube River Basin,
habilitation, particularly in countries that have and the Mediterranean Sea Programs. The Baltic
suffered from war or civil unrest. For all of these Sea and Mediterranean Sea Programs, now at an
reasons, a substantial share of Bank lending for advanced stage of implementation, have been
energy focuses on maintenance, rehabilitation, highly successful in mobilizing loans and grants
loss reduction, environmental improvements, to address priority actions. Support has been
and institution building in the electric power provided for innovative municipal water and
subsector. In fiscal 1998, operations were ap- wastewater treatment, integrated coastal zone
proved for Armenia, Bosnia and Herzegovina, management, and conservation of fragile fresh-
Kyrgyz Republic, and Macedonia. water ecosystems.

The composition of the region's energy sector The Bank continues to develop projects with
program is shifting increasingly toward district broad environmental benefits, such as the Water
heating plans and improving energy efficiency. Supply, Sanitation and Health Project in
Ukraine's Kiev District Heating Improvement Uzbekistan, the Emergency Flood Recovery
Project is illustrative; it has already achieved sig- Project in Poland, the Irrigation Rehabilitation
nificant results in pricing reforms and payment and Restructuring Project in Macedonia, and
collection, introducing a more efficient institu- the innovative Municipal Solid Waste Manage-
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ment Project in Latvia, which is reducing global A significant renewal program changed the
warming gases. At the policy level, Bank efforts Bank's organizational structure, wvorking meth-
in fiscal 1998 focused on support for the "Envi- ods, and business processes to emphasize team-
ronment for Europe" process, which included a work, increase responsiveness to clients, and im-
major ministerial meeting in Denmark in June prove the quality of products and services while
1998 and assessment of the environmental re- work-ing more closely with partners. Three
quirements of European lJnion (EUt) accession in country directors-those for (i) the Czech Re-
a number of Central and Eastern Europe coun- public, Hungary, Moldova, the Slovak- Republic,
tries. and Slovenia; (ii) Poland and the Baltics; and

In fiscal 1998 Armenia, Azerbaijan, Georgia, (iii) Russia-are now located in the field.
and Uzbekistan completed their National Envi- The regional office established a program
ronmental Action Plans (NEA'S), bringing the to- to strengthen its knowledge base, lay the
tal number of NEAPS in the region to seventeen. groundwork for more systematic interaction
Nine countries have also prepared biodiversity with NGos, and extend lessons learned from ear-
conservation strategies and action plans with as- lier operational collaboration with iNGOs to new
sistance from the Global Environment Facility operations. NGos are estimated to be involved in
(C,EF). The GEF also funded an ozone depleting about 40 percent of Bank-supported operations
substance phaseout project in Ukraine, the last in the region. And social assessments-nowv be-
of nine such programs that have significantly ing undertaken in nearly 60 percent of projects
reduced ozone depleting substance use across under preparation-are facilitating closer work
the region. with community-based organizations.

Full, high-level country portfolio perfor-
Improving Bank operations mance reviews were carried out with the au-

Use ol new products allowed the Bank to bet- thorities of Albania, Bosnia and Herzegovina,
ter respond to its clients in the ECA region in fis- Moldova, Romania, Russia, and Turkey, Resident
cal 1998.Three learning and innovation loans missions in Russia and Turkey-the region's two
(Lll.S) were extended, including for the Rural Fi- largest borrowers- participated in joint, semi-
nance Project in Moldova, which pilots small- annual portfolio reviews with Nvorkinig groups
scale lending to rural savings and credit groups established by the respective governments. Mid-
based on group lending principles. In Georgia, a term reviews of problem projects and others
lA. is improving the management and promo- considered at risk are routinely held with the
tion of Georgia's rich cultural heritage and re- authorities to find early resolution to identified
viving the formerly dynamic tourism industry issues. Increased borrower attention to imple-
while engendering social cohesion and national mentation problems continued to improve the
identity during the economic transition. And in quality of the regional portfolio and reduced
Romania a LIL is supporting major reforms of the proportion of projects at risk from 23 per-
the country's child welfare protection program. cent in fiscal 1997 to 21 percent in fiscal 1998.

Improving the quality and effectiveness of
Bank operations, through great attention to
portfolio management and sharpening client fo-
cus, was a major regional emphasis during fiscal
1998.
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LATIN AMERICA AND THE CARIBBEAN

The Latin America and Car- cantly in many countries. acted by depreciating their
ibbean (LAc) region's economic However, the current account currencies and raising interest
growth is expected to fall firom of the balance of payments de- rates. The financial impact was
5 percent in 1997 to under teriorated from 1.9 percent of most severely felt in Brazil,
3 percent in 1998 because of gross domestic product (GDP) which reacted to capital out-
spillover effects from the East in 1996 to 3.1 percent of GDP flows and pressures on the ex-
Asian financial crisis and partly in 1997. change rate by raising interest
because of damage from the El LAC'S economic growth is rates sharply and tightening
Nino weatherpattern. However, projected to fall to 2.9 percent fiscal policy. Brazil's 1998
because countries responded during 1998 and the current growth rate is projected to be
with appropriate action, the re- account balance to deteriorate between 0.5 percent and 2
gion was spared the more serious further to 3.5 percent of GDP. percent. Brazil's slowdown is
contagion effects of the crisis. In This is due mainly to three projected to lower Argentina's
fiscal 1998 the Bank continued factors: (i) the effects of the exports and reduce its GDP

to assist client countries to re- East Asian crisis; (ii) lower oil growth rate, although 1998
duce poverty. Much of the effort prices, which adversely af- growth in both Argentina and
focused on enhancing economic fected the oil-exporting coun- Mexico is projected at 4 per-
growth by improving human tries; and (iii) the El Ninio cent or higher. Despite the
and social development, phenomenon, which damaged region's dependence on for-
strengthening public finances infrastructure, led to output eign capital inflows, during fis-
and financial markets, improv- losses, and dampened invest- cal 1998, LAc was spared the
ing regulatory policies, and mod- ment, particularly in Ecuador more serious contagion effects
ernizing public sectors. In addi- and Peru. of the East Asian crisis. Coun-
tion, the Bank supported The East Asian financial cri- tries followed appropriate pre-
targeted poverty reduction sis hurt the region's economic ventive measures and had rela-
and environmental programs. growth and balance of pay- tively healthy financial system
The Bank also improved the ments through its effect on resulting from the restructur-
quality and effectiveness of its trade and finance. Weak East ing and closure of banks fol-
operations and advisory services Asian growth and currencies lowing the LAC region's earlier
through closer contact with, and led to lower export volumes banking crisis.
greater participation of, borrow- and some loss of LAC's export
ers and beneficiaries. share; however, the stronger World Bank's role in the

trade effect arose from a fall in region's development
The Latin America and Car- commodity prices and a terms agenda

ibbean (LAC) region grew at 5 of trade deterioration. Simul- Countries in the LAC region
percent during 1997. Argen- taneously, financial flows to share the Bank's primary goal:
tina, the Dominican Republic, LAc slowed and lenders began poverty reduction. Recogniz-
Guyana, Mexico, and Peru all to demand higher interest rate ing that sustained economic
grew at 7 percent or more, and spreads. While the trade ef- growth is essential for long-
Chile at over 6 percent. In fects were substantial in Chile, term poverty reduction, many
contrast, Brazil grew at only 3 Peru, and Venezuela, which governments have focused on
percent. The region's inflation faced reductions in the vol- policies and investments to
rate dropped from 20 percent ume and price of their com- stimulate growth and promote
in 1996 to 11 percent in 1997, modity exports, they were also macroeconomic stability-
and the nonfinancial public significant in Colombia and itself a prerequisite for growth.
sector deficit dropped signifi- Mexico. Most countries re-
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TABLE 2-13. LENDINGTO BORROWERS IN LATINAMERICAANDTHE
CARIBBEAN, BY SECTOR, FISCAL YEARS 1989-98

(millions of US dollars)

Annual
average,

Sector FY89-93 FY94 FY95 FY96 FY97 FY98

Agriculture 557.1 363.9 440.3 226.3 730.6 342.0
Education 381.8 1,083.3 747.1 493.1 61.5 1,199.9
Electric power and other energy 404.2 - 161.5 465.4 -

Environment 153.1 501.0 103.9 301.5 86.5 473.0
Finance 516.8 604.5 1,909.5 11.9 630.2 562.5
Health, nutrition and population 220.0 331.0 94.6 1,086.4 136.8 824.0
Industry 422.9 - - 8.0 - 62.8
Mining 100.0 14.0 - 41.0 - 39.5
Multisector 970.6 122.2 328.6 110.9 132.1 17.7
Oil and gas 88.9 - 11.0 10.6 - 130.0
Public sector management 420.8 58.3 821.4 666.4 584.0 696.2
Social sector 37.4 130.0 500.0 262.0 405.0 284.0
Telecommunications 13.4 - - - - 6.0
Transportation 812.6 595.0 371.0 530,0 1,496.0 795.1
Urban development 376.3 422.0 350.0 20.0 100.0 417.0
Water supply and sanitation 298.8 521.5 221.5 204.0 200.0 190.0

Total 5,774.7 4,746.7 6,060.4 4,437.5 4,562.7 6,039.7

Of which: IBRD 5,521.2 4,434.5 5,715.2 4,047.2 4,437.5 5,679.5
IDA 253.5 312.2 345.2 390.3 125.2 360.2

NoTE: Details may not add to totais because of rounudhig.

- Zero.

Analysis undertaken by the Bank'6 suggests tions and ensure sustained economic growth. In
that for rnany countries in the region, economic fiscal 1998 the World Bank supported these ef-
growth can be stimulated by improving human forts through policy advice, technical assistance,
and social development, financial markets, regu- and investment and adjustment loans.
latory policies, and public sector modernization Table 2-13 shows the sectoral distribution of
while strengthening public finances. However, lending to the region for the 1989-98 period.
because some households are so poor that even Table 2-14 compares commitments, disburse-
with steady economic growth, decades may pass ments, and net transfers to the region for fiscal
before they can pull themselves out of poverty, years 1993-98, and table 2-15 shows operations
many governments are implementing poverty in the lAc region approved by the Board of Ex-
reduction programs that target the poorest ecutive Directors during fiscal l998 by country.
households. Governments are also addressing Figure 2-7 shows IBRD and IDA commitments by
environmental issues to improve living condi- sector.

16. Burki, Shahid Javed, and Guillermo E. Perrv 1997. Thlie Supporting human and social development
Long Mlarch: A Reform Agenda for Latinz America and the
Caribbean i) the Next Decacde. World Bank Latin American LAC governments recognize the important
anid Caribbe,an Studies. Washington D.C. roles that human and social development play
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in promoting economic grow-th and improving countries appreciate the need to maintain
living standards. The Bank is a partner in their prudent fiscal policies. In 1997, Chile and
efforts. In Brazil, for example, education is the Venezuela ran surpluses equivalent to 1.8 per-
centerpiece of the Bank's assistance strategy, cent of GDP; Mexico, Paraguay, and Uruguay ran
and several projects and studies are enhancing deficits of less than 1 percent of GDP, and Peru
educational quality and access through better reached a balanced budget. With central gov-
school management, increased community par- ernment budget finances largely under control,
ticipation, improved teacher training and moti- governments are paying more attention to state
vation, and increased learning opportunities for and local government budgets and to contingent
the poor. In Argentina, Bank-supported expen- public liabilities. Most such liabilities arise from
diture reviews and adjustment lending in four pensions and government guarantees, either ex-
provinces are improving the efficiency of health plicit or implicit, for commercial bank deposits
and education spending. And in Bolivia an edu- and for the private provision of infrastructure
cation quality and equity project is rehabilitat- services. In Argentina, earlier Bank support to
ing rural and peri-urban schools and enrolling strengthen public finances in eight provinces
indigenous females in rural areas. was supplemented in fiscal 1998 by a second

As in its support for education, Bank pro- project for four provinces.
grams to improve the health and well-being of Recognizing Bolivia's and Guyana's excep-
the region's people often target help to the tional policy performance, the Bank, together
poorest people, such as in the Dominican Re- with the IMF, helped put together two debt-
public, where health care is being expanded to reduction packages under the Heavily Indebted
reach the most vulnerable, particularly women Poor Countries (HIPC) Debt Initiative, which sig-
and children. The range of support the Bank of- nificantly reduce the interim period' 7 and pro-
fers for developing social sectors was illustrated vide $1,000 million in debt service relief. With
in fiscal 1998 by three projects in Bolivia: a ru- the HiPc Debt Initiative assistance, the debt situ-
ral communities development project, a partici- ation of both countries will have been reduced
patory rural investment project, and an indig- to a sustainable level to allow increased invest-
enous development plan. ment and growth.

Strengthening public finances 17. The interim period under the HlPC Debt Initiative is the

Having s-accessfully combated the inflation period between the decision point and the completion
point. Normally this is a three-vear period but in the cases

that had plagued them for many years, LAC of Bolivia and Guyana it was shortened to one year.

TABLE 2-14. WORLD BANK COMMITMENTS, DISBURSEMENTS, AND NET
TRANSFERS IN LATIN AMERICA AND THE CARIBBEAN, FISCAL YEARS 1993-98

(millions of us dollars)

Argentina Brazil Mexico Total region

Item 1998 1993-98' 1998 1993-98' 1998 1993-98, 1998 1993-98,

IBRD and IDA commitments 1,333 8,315 1,618 5,992 1,767 8,325 6,040 32,016
Undisbursedbalance 3,111 3,111 3,633 3,633 3,629 3,629 15,843 15,843
Gross disbursements 812 5,321 1,284 5,796 1,024 6,751 4,506 26,271
Repayments 303 1,921 1,034 7,380 1,268 7,316 3,844 26,258
Net disbursements 509 3,400 250 -1,585 -244 -565 661 13
Interestandcharges 346 1,767 373 2,883 750 5,393 2,112 15,551
Net transfer 163 1,633 -123 -4,468 -994 -5,958 -1,451 -15,538

NoTE: The countries shown in the table are those with the largest borrowings of World Bank funds duringfiscal 1997-98.
Details may not add to totals because of rounding.

a. Disbursements from the IDA Special Fund are included through fiscal 1 996.
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TABLE 2-15. OPERATIONS APPROVED DURING FISCAL YEAR 1998,
LATIN AMERICA AND THE CARIBBEAN

Principal amount
(millions)

Country/project name Date ofApproval Maturities SDR US$

Argentina
Third Social Protection Project Jun 30, 1998 2004/2013 n.a. 284.00
Third Secondary Education Project-Province of BuenosAires Apr 9, 1998 2003/2013 n.a. 119.00
Model Court Development Project Apr 3, 1998 2003/2013 n.a. 5.00
National Highways Rehabilitation and Maintenance Project Mar 17, 1998 2003/2013 n.a. 450.00
Second Mining Development Technical Assistance Project Feb 10,1998 2003/2013 n.a. 39.50
Pollution Management Project Feb 10, 1998 2003/2013 n.a. 18.00
El Niho Emergency Flood Project Jan 20,1998 2003/2013 n.a. 42.00
Second Provincial Reform Adjustment Loan-Rio Negro Aug 26, 1997 2003/2012 n.a. 75.00
Second Provincial Reform Adjustment Loan-Salta Aug 26, 1997 2003/2012 n.a. 75.00
Second Provincial Reform Adjustment Loan-San Juan Aug 26, 1997 2003/2012 n.a. 50.00
Second Provincial Reform Adjustment Loan-Tucuman Aug 26, 1997 2003/2012 n.a. 100.00
Small Farmer Development Project Jul 17, 1997 2003/2012 n.a. 75.00

Bolivia
Regulatory Reform and Privatization Technical Assistance Project Jun 30, 1998 2008/2038 14.90 20.00
Education Quality and Equity Strengthening Project Jun 16, 1998 2008/2038 55.70 75.00
Participatory Rural Investment Project May 12, 1998 2008/2038 46.50 62.80
El Nino Emergency Assistance Project Apr 14, 1998 2008/2038 18.50 25.00
Capitalization ProgramAdjustment Credit Dec 15, 1997 2005/2035 2.10 2.90
Financial Decentralization and Accountability Project Aug 5, 1997 2008/2037 10.80 15.00

Brazil
State P'ension Systems Reform Technical Assistance Project Jun 30, 1998 2004/2013 n.a. 5.00
Minas Gerais State Privatization Project Apr 28, 1998 2002/2013 n.a. 170.00
Sao Paulo Integrated Urban Transport Project Apr 7, 1998 2003/2013 n.a. 45.00
School Improvement Project Apr 2, 1998 2001/2013 n.a. 62.50
Federal Water Resources Management Project Apr 2, 1998 2003/2013 n.a. 198.00
Rio deJaneiro MassTransit Project Mar 5, 1998 2001/2013 n.a. 186.00
Second Water Sector Modernization Project Mar 5, 1998 2003/2013 n.a. 150.00
Science and Technology Reform Support Project Dec 8, 1997 2003/2013 n.a. 155.00
Gas Sector Development Project Bolivia-Brazil Pipeline Dec 18, 1997 2001/2012 n.a. 130.00
Rural Poverty Alleviation Project-Paraiba Nov 20, 1997 2003/2013 n.a. 60.00
Rural Poverty Alleviation Project-Maranhao Nov 20,1997 2003/2013 n.a. 80.00
Central Bank ivlodernization Technical Assistance Project Nov 18, 1997 2003/2012 n.a. 20.00
Land Management III Project Oct 28, 1997 2003/2012 n.a. 55.00
Bahia Water Resources Management Project Sep 11, 1997 2003/2012 n.a. 51.00
Rio de Janeiro State Reform-Privatization Project Jul 17, 1997 2001/2012 n.a. 250.00

Colombia
Magdelana Medio Regional Development Project Jun 30, 1998 2002/2013 n.a. 5.00
Peasant Enterprise Zones Development Project Jun 26, 1998 2002/2013 n.a. 5.00
Urban Infrastructure Services Development Project Jun 11, 1998 2003/2015 n.a. 75.00
Pasto Education Project Nov 6, 1997 2002/2014 n.a. 7.20
Antioquia Education Project Nov 6, 1997 2004/2012 n.a. 40.00

Dominica
Telecommunications Reform Project' Jun 4, 1998 2001/2013 n.a. 0.60
Telecommunications Reform Project' Jun 4, 1998 2008/2032 0.45 0.60

Dominican Republic
National Environmental Policy Reform Project Mar 6, 1998 2003/2015 n.a. 3.00
ProvincLal Health Services Project Jan 15, 1998 2002/2014 n.a. 30.00

Ecuador
InternationalTrade and Integration Project Jun 11,1998 2003/2015 n.a. 21.00
Health Services Modernization Project Jun 9, 1998 2003/2015 n.a. 45.00
Indigenous and Afro-Ecuadorian Peoples Development Project Jan 29, 1998 2003/2014 n.a. 25.00
Agricultural Census and Information System Technical

Assistance Project Jan 29, 1998 2003/2014 n.a. 20.00
El Nio Emergency Recovery Project Dec11, 1997 2003/2014 n.a. 60.00

Analytic and advisory services included a how the fiscal impact of pension and provincial
Bank report on the fiscal dimension of banking reform could be reduced and the svs-
Argentina's convertibility plan, which showed tem made more flexible. Another study recom-
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Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

El Salvador
Education Reform Project May 7, 1998 2003/2015 n.a. 88.00
Secondary Education Project Aug 28, 1997 2003/2014 n.a. 58.00

Grenada
Telecommunications Reform Project' Jun 4,1998 2001/2013 n.a. 0.60
Telecommunications Reform Project' Jun 4, 1998 2008/2032 0.45 0.60

Guatemala
Integrated Financial Management-Il Technical Assistance Project Dec 23, 1997 2003/2018 n.a. 15.70
Rural and Main Roads Project Dec 11, 1997 2003/2018 n.a. 66.70
Tax Administration Technical Assistance Loan Aug 28, 1997 2001/2013 n.a. 28.20

Guyana
Private Sector Development Adjustment Credit Dec 15, 1997 2005/2035 1.10 1.50

Honduras
Public Sector Modernization Structural Adjustment Credit Dec 15, 1997 2006/2035 10.10 14.20

Mexico
Health Systems Reform Sector Adjustment Loan Jun 30, 1998 2002/2013 n.a. 700.00
Health Systems Reform Technical Assistance Project Jun 30, 1998 2002/2013 n.a. 25.00
Knowledge and Innovation Project Jun 16, 1998 2002/2014 n.a. 300.00
Second Contractual Savings Development Project Jun 11, 1998 2002/2014 n.a. 400.00
Higher Education Financing Project Jun 4, 1998 2004/2013 n. a. 180.20
Basic Education Development Project Jun 4, 1998 2002/2014 n.a. 115.00
Rural Development in Marginal Areas Project Jan 27, 1998 2003/2013 n.a. 47.00

Nicaragua
Second Road Rehabilitation Jun 4, 1998 2008/2038 35.20 47.40
Health Sector Modernization Project Jun 2, 1998 2008/2038 17.90 24.00
Financial Sector Adjustment Credit Apr 9, 1998 2008/2038 51.80 70.00

Panama
Utilities Restructuring Technical Assistance Project Jan 20, 1998 2003/2015 n.a. 12.70

Paraguay
Fourth Rural Water Supply and Sanitation Project Aug 28, 1997 2002/2014 n.a. 40.00

Peru
Judicial Reform Project Dec 4, 1997 2002/2015 n.a. 22.50
ElNifno EmergencyAssistance Project Nov 20, 1997 2003/2015 n.a. 150.00

St. Kitts and Nevis
Telecommunications Reform Project Jun 4, 1998 2001/2013 n.a. 1.20

St. Lucia
Telecommunications Reform Project' Jun 4, 1998 2001/2013 n.a. 0.60
Telecommunications Reform Project' Jun 4, 1998 2008/2032 0.45 0.60

St. Vincent and the Grenadines
Telecommunications Reform Project' Jun 4,1998 2001/2013 n.a. 0.60
Telecommunications Reform Project' Jun 4,1998 2008/2032 0.45 0.60

Uruguay
Contractual Savings Structural Adjustment Loan Feb 3, 1998 2001/2012 n.a. 100.00

Venezuela
Public Sector Modernization and Decentralization Project Apr 23, 1998 2003/2015 n.a. 8.00
Supreme Court Modernization Project Dec 30, 1997 2003/2014 n.a. 4.70
Environmental Management and Cartography Project Nov 20, 1997 2003/2014 n.a. 28.00

Total 266.40 6,039.70

n a. = not applicable (IBRD loan).
al'"Blend" loan/credit.

mended wage and employment policies to re- assume in order to attract private investment in
duce Brazil's fiscal burden from excessive pub- infrastructure, the Bank organized a conference
lic employment. To tackle the risks governments and produced a study on how governments can
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FIGURE: 2-7 Latin America and the Caribbean: IBRD and IDA Commitments by Sector,
Fiscal Year 1998
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reduce such risks; allocate remaining risks Improving the legal and regulatory
among taxpavers, consumers, and investors; and environment
better measure and budget for the risks they as-
sume. Greater reliance on the private sector as the

main engine for economic growvth requires ap-
Improving the region's financial markets propriate legal and regulatory frameworks to

Efficient financial markets facilitate economic protect property rights and consumer interests.
development by making capital available for in- The Bank is helping governments establish effi-
vestment and entrepreneurship. Bank support of ciency-enhancing lass s and regulations and insti-
financial sector reform continued as a priority in tutions to enforce them. This covers a range of
fiscal 1998. Technical assistance provided to sectors. In Venezuela an innovative project is
several banking and pension agencies in Mexico improving the operations of the Supreme
is enhancing their supervisory capacities and Court, which has accumulated a large backlog
improving their regulatory framework in line of cases. A learning and innovation loan to the
with international standards; and in Brazil the Dominican Republic is improving environmen-
Bank is helping reform banking regulations, as- tal management by defining policy reforms and
sisting the privatization of state banks, and help- elaborating on the National Environmental
ing the Central Bank to anticipate and prevent Management Program. The Bank is also provid-
bank failures and make the financial system ing technical assistance and sector loans to im-
more resilient. Technical assistance to Paraguay prove or establish regulatory frameworks for in-
is strengthening the commercial banking sys- frastructure development. Several studies, such
tem, and an adjustment operation is helping to as the Peru Agricultural Development Strategy,
improve Uruguay's capital markets. An adjust- are providing recommendations on laws and
ment credit is supporting Nicaragua's efforts to regulations to improve resource allocation and
close a state bank by auctioning its branches and enhance economic growth. The Bank also spon-
portfolios to private banks to minimize any gap sored a consultative group meeting, bringing to-
in the provision of banking services to rural ar- gether policymakers from throughout the Car-
eas. And with the Center for Latin American ibbean to discuss policies on labor regulation,
Monetary Studies and the United States Federal the financial sector, and trade policy.
Reserve System, the Bank is supporting training
programs for banking and insurance supervisors.
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Modernizing the public sector (NRDP) in the states of Paraiba and Maranhao.
Under the reformulated NRDP, beneficiaries

The Bank's support for reform and modern- identify, implement, finance, and manage local
ization of public institutions is a catalyst for the subprojects that will improve the quality of life
effective implementation of laws and regula- of some 1.7 million people. The Bank also sup-
tions necessary for public institutions to work ported Haiti's Economic and Social Fund,
efficiently and with low levels of corruption. In which is providing grants to poor communities
fiscal 1998, twelve new loans supported public to design and implement small-scale social and
sector reform in the region. They included, for economic infrastructure projects.
example, support for the Bolivian government's Policy dialogue is an important tool for pov-
decentralization process, with a project to mod- erty reduction, and, increasingly, beneficiaries
ernize its public auditing and financial monitor- are involved. In a series of consultations with
ing system. To help Bolivia fight corruption the indigenous groups in Peru, for example, partici-
Economic Development Institute (EDI) helped pants identified their own development priori-
design and implement a national integrity sys- ties in the context of their cultural heritage.
tem. A loan to Guatemala is creating the Super- This work will lead to a national plan for indig-
intendency of Tax Administration to promote enous development. A Bank poverty assessment
taxpayer compliance, strengthen enforcement of Haiti helped to focus the government's dis-
mechanisms, and enhance citizens' understand- cussion with donors on how best to coordinate
ing of their rights and responsibilities under foreign assistance to make progress in reducing
the new tax system. An IDA adjustment credit poverty in the aftermath of political and eco-
and technical assistance are helping Honduras nomic upheaval.
modernize its public sector by reforming the
central government, supporting privatization Promoting environmentally sustainable
and concessioning, and improving regulatory development
frameworks. With their broad range of terrestrial and

aquatic ecosystems, high levels of urbanization,
Targeting poverty reduction and diverse cultures, LAC countries face a wide

Poverty remains a major problem in Latin range of environmental and social development
America and the Caribbean, with some 37 per- challenges-from conserving their rich
cent of the population living below the poverty biodiversity and cleaning up polluted air and
line and 16 percent in extreme poverty. In water to addressing issues of violence and pre-
countries such as Bolivia, Guatemala, and Haiti, serving their unique cultural heritage.
more than 70 percent of households live in In fiscal 1998, new environmental operations
poverty. The majority of those suffering from included environmental management and
extreme poverty live in rural areas, particularly policy reform projects in the Dominican Re-
among indigenous populations, such as in Bo- public and Venezuela; an innovative pollution
livia, Guatemala, Panama, and Peru. management project in Argentina; and the third

Although economic growth is the primary Land Management Project in Brazil, which is
mechanism to reduce poverty, attention to hu- replicating the success of stakeholder involve-
man development and targeted poverty reduc- ment in natural resource management at the
tion programs benefit those who are unlikely to micro-catchment level in the state of Sao Paolo.
be pulled out of poverty from growth alone. In Several projects funded by the Global Environ-
fiscal 1998 the program of targeted interven- ment Facility (GEF) and Montreal Protocol are
tions included several rural and social develop- protecting the region's biodiversity and the
ment projects that were identified and are being ozone layer. Analytical and advisory services in-
managed by communities. Two loans to Brazil, cluded studies on vehicular air pollution in
for example, continue the Bank's support of the seven large Latin American cities and on mar-
Northeast Rural Poverty Alleviation Program ket-based instruments for environmental

policymaking in eleven countries.
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Latin American nations are striving to strengthen economic competitiveness through education. A Bank-supported
program is helping Mexico to participate in worldwide scientific advancement and promote technological innovation.

Improving results on the ground dedicated to working with local and commu-
nity groups. Participation is taking place in all

The LAC regional office's (LAC) major focus stages of the Bank's work, from country assis-
in fiscal 1998 was improving the quality and tance strategies through project identification
effectiveness of its operations and advisory to implementation, and in the design and
services through closer contact with, and greater implementation of intellectual exchanges
participation of, borrowers and beneficiaries through studies, workshops, and conferences.
and through constant attention to portfolio Special efforts were made to reach out to indig-
management. enous and disadvantaged groups, particularly in

Closer clienit relationships. Staff resources and Central America and the Andean countries
decisionrnaking authority were brought closer where they make up large percentages of the
to the client as three country departments were population. The Bank's first loan to meet the
reorganized into seven smaller country manage- development needs of indigenous communities
ment units that allow department directors to (in this case, Afro-Ecuadorian) was made to Ec-
work closer and more responsively with fewer uador in fiscal 1998.
clients. Three country directors and some Responding to client needs. Less cumbersome
project teams are based in the field (Brazil, procedures and closer relationships with clients
Mexico, and the Southern Cone). This move has have helped improve the Bank's speed and re-
facilitated better teamwork, collegiality, and sponsiveness to clients' needs. Projects to help
joinit ownership of operations. protect against and alleviate damage from El

Greater participation. To increase borrower Nino, for example, were approved within a few
and beneficiary participation in Bank work, nine months of receipt of requests from the govern-
of the resident missions"8 have staff members ments of Argentina, Bolivia, Ecuador, and Peru.

And, shortly after two new lending instruments
18. Argentina, Brazil, Colombia, Costa Rica, Ecuador, were approved by the executive directors, LAC
Jamaica, Mexico, Peru, and Venezuela.
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began to make use of them. Mexico was one of services. The CASS for Bolivia and Nicaragua and
the first countries to receive an adaptable pro- the progress reports for Brazil and Mexico were
gram loan, which is funding the first phase of jointly undertaken with the IFC. MIGA supported
the Rural Development in Marginal Areas private investment through twenty-one guaran-
Project to improve smallholder productivity and tee contracts in the region. The contracts, total-
food security in six low-income rural areas. The ing $324.6 million in coverage, facilitated
Supreme Court Modernization Project in Ven- $2.5 billion in foreign direct investment-in
ezuela and two projects in Colombia-one to infrastructure, finance, mining, service, and
engage local communities in expanding social tourism-in Argentina, Bolivia, Chile, Costa
services in rural areas and another to lower Rica, the Dominican Republic, Ecuador, Peru,
youth violence and build social capital-were and Uruguay. And MIGA organized a program in
financed by learning and innovation loans. Barbados to promote private foreign invest-

Attention to portfolio management. Portfolio ments into and between Caribbean countries.
management is integral to Bank-country dia- The share of MIGA-insured projects in LAC is

logue at all levels. Senior Bank management about 44 percent of the outstanding guarantee
regularly discuss portfolio performance ques- portfolio.
tions with country leaders, which exposes them External partners include the Inter-American
to such issues as the unavailability of counter- Development Bank (IDB), the Pan American
part funds, weak or constantly changing project Health Organization (PAHO), and the United
management, time-consuming procurement Nations Economic Commission for Latin
procedures, and legislative procedures that hold America and the Caribbean (ECI.AC). Joint pro-
back project approval. Country leaders' atten- grams and projects with these partners are ad-
tion to prosaic implementation issues has dressing crime and violence, at-risk youth, and
helped improve project performance, especially the collection and interpretation of internation-
for several of the region's largest borrowers. ally comparable statistics on poverty and living

Improving results through partnership. The LAC standards.

region cooperates closely with a number of de-
velopment partners, including within the World
Bank Group. A new Bank-tFc office in Fortaleza,
Brazil, for example, is providing joint advisory
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MIDDLE EAST AND NORTH AFRICA

The broad-based economic re- consequences of drought in Bank and IDA operational
covery of recent years has yet to Algeria and Morocco and the work during fiscal 1998 sup-
resolve major challenges facing limited progress of the Middle ported MENA partner country
the Middle East and North Af- East peace process in the West priorities in each of these ar-
rica (MENA) region, including Bank and Gaza. eas. Table 2-16 shows the
high unemployment against a Despite year-to-year fluc- sectoral distribution of lending
background of rapid labor force tuations in growth rates, most to the region for the 1989-98
growth and important dispari- of the countries of the region period. Table 2-17 compares
ties in socioeconomic welfare are now participating in vary- commitments, disbursements,
and opportunities. In fiscal ing degrees in the broad-based and net transfers to the region
1998 the Bank worked with re- economic recovery that has in- for fiscal years 1993-98, and
gional partners to promote the creasingly characterized the table 2-18 shows operations in
policy reforms and private sector regional economy during the the MENA region approved by
development needed for produc- present decade. Nevertheless, the Board of Executive Direc-
tive job creation; to support eq- the region still suffers from tors during fiscal 1998 by
uitable growth based on human persistently high levels of un- country. Figure 2-8 shows
developmeint and poverty reduc- employment against a back- IBRD and IDA commitments
tion, notably through targeted ground of rapid labor force by sector.
efforts to help the region's poor- growth, along with sharp ru-
est and most vulnerable people; ral-urban disparities in in- Promoting growth and
and to protect the region's natu- comes and social and physical private sector development
ral resources and unique cul- infrastructure. Meeting these Since the late 1980s the
tural hertage. Strengthened and other critical development Bank's support has increas-
portfolio management yielded challenges entails maximizing ingly featured policy-based
improved results from Bank- regional economies' potential lending for comprehensive
supported interventions for securing the rapid, equi- private sector-oriented eco-

table, and sustainable eco- nomic reform. To help main-
Folloviing exceptionally nomic growth on which future tain the momentum of the re-

rapid gross domestic product prosperity and socioeconomic form effort, such lending may
(GDP) expansion in 1996, cohesion depend. This in turn take the form of a multiyear
growth in 1997 eased some- will involve promoting private performance-based program,
what in most of the econo- sector-led growth, liberalizing in which assistance with mac-
mies of the Middle East and trade, privatizing state-owned roeconomic stabilization is fol-
North Africa (MENA) region in enterprises, and focusing on a lowed by sectorally-focused
which the Bank has ongoing new role for government as an adjustment operations as ap-
operations.' 9 Nevertheless, effective referee and facilitator propriate. Thus, in Yemen, fol-
most of these economies of productive economic activ- lowing highly successful
achieved growth rates ranging ity rather than a direct partici- implementation of a prior IDA

from 4.0 percent to 5.6 per- pant in it. Support for human economic recovery credit, the
cent, a substantial improve- development, socioeconomic $80 million Financial Sector
ment over the average for the inclusion, and targeted pov- Adjustment Credit is support-
past decade. The exceptions erty reduction initiatives will ing further reforms designed
were Algeria, Morocco, and also be critical, along with to strengthen Yemen's banking
the West Bank and Gaza, continuing efforts to preserve sector so as to mobilize addi-
where special circumstances fragile or limited natural re-
led to minimal or negative sources and the region's
growth-notably including the unique cultural heritage. I9. Algeria, Egypt, Iran, Jordan,

Lebanon, Morocco, Tunisia, the West
Bank and Gaza, and Yemen.
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tional financial resources for investment and sive global markets can be restricted by short-
growth. ages of appropriately qualified manpower; to

Several operations approved by the executive address such shortages, Bank loans to Lebanon
directors in fiscal 1998 targeted specific impedi- and Tunisia are supporting vocational and tech-
ments to private sector-led growth. In the West nical training and market-oriented reform of the
Bank and Gaza, where the growth of employ- higher education sector, respectively.
ment and incomes has been in large measure Well-functioning physical infrastructure plays
hostage to the pace of the peace process, the a key role in domestic and overseas businesses'
Bank and the iFc-along with the Palestinian investment decisions and hence in promoting
Authority, bilateral donors, and private inves- dynamic private sector employment creation
tors-supported an innovative public-private and growth. And the desirability of private par-
partnership for the creation of the Gaza Indus- ticipation in infrastructure development is
trial Estate, which will create up to 50,000 jobs becoming increasingly recognized, notably be-
for Palestinians. Opportunities for competitive cause it both relieves government budgets of
participation in today's increasingly skills-inten- some of the very large costs involved and typi-

TABLE 2-16. LENDING TO BORROWERS IN MIDDLE EAST AND NORTH AFRICA,
BY SECTOR, FISCAL YEARS 1989-98

(millions of US dollars)

Annual

average,
Sector FY89-93 FY94 FY95 FY96 FY97 FY98

Agriculture 310.3 574.2 231.6 100.0 176.5 114.2
Education 142.6 33.0 158.3 138.3 98.0 143.0
Electric power and other energy 135.9 80.0 - - 65.0 -

Environment - 33.5 113.0 78.0 - 35.0
Finance 83.2 120.0 - 408.7 75.0 180.0
Health, nutrition and population 84.1 - 35.7 85.2 - 140.0
Industry 92.9 - - - - -

Mining 5.0 - - - -

Multisector 295.0 - 150.0 380.0 120.0 -

Oil andgas 49.9 - - 35.0 - _

Public sector management 37.6 19.9 - 20.0 85.0 71.5
Social sector 34.6 - - 223.0 30.0 5.0
Telecommunications 20.0 20.0 - - - -

Transportation 67.8 - 239.1 37.0 42.0 57.8
Urban development 241.5 - 51.0 50.0 100.0 212.0
Water supply and sanitation 49.4 270.0 - 40.0 123.3 10.0

Total 1,649.7 1,150,6 978.7 1,595.2 914.8 968.5

Ofw,vhich: IBIRD 1,521.9 1,050.6 925.4 1,276.7 769.6 722.0
IDA 127.8 100.0 53.3 318.5 145.2 246.5

NOTE: Details may not add to totals because of rounding

-Zero.
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TABLE 2-17. WORLD BANK COMMITMENTS, DISBURSEMENTS, AND NET
TRANSFERS IN MIDDLE EAST AND NORTH AFRICA, FISCAL YEARS 1993-98

(millions of us dollars)

Lebanon Morocco Tunisia Total region

Item 1998 1993-98, 1998 1993-98' 1998 1993-98, 1998 1993-98,

IBRD and IDA commitments 63 667 200 1,867 222 1,247 969 7,488
Undisbursed balance 460 460 971 971 729 729 4,501 4,501
Gross disbursements 47 191 271 1,947 133 1,032 1,180 7,532
Repayments 11 33 302 1,886 181 1,058 1,336 6,502
Net disbursements 36 157 -31 61 -48 -26 -156 1,030
Interest and charges 12 38 218 1,544 97 697 632 4,244
Net transfer 24 119 -249 -1,483 -145 -723 -788 -3,214

NoTE: The countries shown in the table are those with the largest borrowings of Bankfupnds du-inngfiscal 1997-98. Details
may not add to totals because of rounding.

a. Disbursements from the IDA Special Fund are included through fiscal 1996.

cally enlhances service quality and cost effective- lizing private participation in support of the
ness. During fiscal 1998 the Bank continued to region's substantial infrastructure investment
support governments' strategies for upgrading needs.
infrastructure services with private participa- Both the IFC and MIGA were active in support-
tion. A $50 million transport sector loan to ing private sector investment in the region dur-
Tunisia will help to promote improved effi- ing fiscal 1998. About half of the IFC'S MENA Op-
ciency and competition-including private sec- erations supported the expansion of financial
tor subcontracting and concessions-in the rail, services in partner countries, with a special fo-
ports, and urban transport subsectors. And in cus on services designed to support employ-
Moroccc, a $184 million World Bank guarantee ment-creating small- and medium-sized enter-
was a critical catalyst in mobilizing financing for prises. The IFC iS making special efforts to
the $1.5 billion Jorf Lasfar power generation encourage private sector development in the
project, whose centerpiece is a thirty-year con- West Bank and Gaza. In addition to its partici-
cession for the operation of two existing gener- pation in the Gaza Industrial Estate Project, the
ating units and the construction and operation IFC also helped to establish a first-of-its-kind
by the private concessionaire of two new units. $100 million peace technology fund, primarily
The project will supply about 40 percent of designed to boost high technology and high
Morocco's electricity at prices significantly be- value-added industrial activity and promote
low current generation costs. The Bank's guar- joint venture partnerships among Palestinian, Is-
antee facilitated financing for the project on raeli, and other investors. The irc has also in-
substantially more favorable terms than would cluded the West Bank and Gaza in its "Extend-
otherwise have been available; it is also ex- ing IFC's Reach" initiative, entailing the
pected to set a precedent for wider private par- establishment of a $40 million small enterprise
ticipation in future energy projects in Morocco. fund, which has already made four investments
The MENA region has now accounted for three in small- and medium-sized manufacturing en-
of the twelve guarantees issued by the Bank terprises. NM11GA devoted special attention to the
worldwide since the guarantee instrument was West Bank and Gaza, securing additional fund-
mainstreamed in 1994; guarantees are expected ing for its Investment Guarantee Trust Fund and
to play an increasingly important role in mobi- sponsoring a special conference on "Safeguard-
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ing Investment in the NVest Bank and Gaza." spond creatively to the special needs of poor
And both IFC and MIGA expanded their advisory communities, including rural populations where
and training services and investment promotion poverty is often disproportionately high.
activities in the region during fiscal 1998. In the health sector, rapid population growth

and constrained government budgets have cre-
Supporting Ihuman development and ated an urgent need both to improve the effi-
poverty reduction ciency with which health care resources are de-

Even under conditions of accelerating GDP ployed and to expand basic preventive and
growth, special interventions may be needed to curative services. A $90 million fDA credit to
ensure that poor or marginalized groups benefit Egypt is supporting the first phase of the
from economic growth. Hence, a significant government's plans to upgrade health services
proportion of operational work during the year comprehensively over the next two decades. It
supported MENIA governments' strategies to ad- will gradually phase in universal basic coverage,
dress the impoverishing effects of inadequate or focusing initially on especially vulnerable and
insufficiently accessible health care and to re- impoverished groups and geographical areas. In

TABLE 2-18. OPERATIONS APPROVED DURING FISCAL YEAR 1998,
MIDDLE EAST AND NORTH AFRICA

Principal amount
(millions)

Country/project name Date of Approval Maturities SDR US$

Algeria
Low-Income Housing Project Jun 25 p, 1998 2002/2013 n.a. 150.00

Egypt
Health Sector Reform Project May 21, 1998 2008/2033 66.80 90.00
Port Sector Reform Project May 15, 1998 2008/2033 1.49 2.00
Pollution Abatement Project, Dec 16, 1997 2003/2018 n.a. 20.00
Pollution Abatement Project Dec 16, 1997 2008/2032 10.90 15.00
East Delta Newvlands Agricultural Services Project Nov 4, 1997 2008/2032 11.10 15.00

Jordan
Training and Employment Support Project May 19, 1998 2002/2015 na. 5.00
Community Infrastructure Project Aug 21, 1997 2002/2014 n.a. 30.00
Second Tourism Development Project Jul 31, 1997 2002/2014 n.a. 32.00

Lebanon
Vocational and Technical Education Project Mar 19,1998 2002/2015 n.a. 63.00

Morocco
Contractural Savings Development Loan Jun 9, 1998 2003/2018 n.a. 100.00
Water Resources Managament Project Feb 26, 1998 2003/2018 n.a. 20.00
Rural Water Supply and Sanitation Project Nov 25, 1997 2003/2017 n.a. 10.00
Second Municipal Finance Project Sep 11, 1997 2001/2012 n.a. 70.00

Tunisia
Transport Sector Project Jun 23, 1998 2003/2015 n.a. 50.00
Higher Education Reform Support Project Mar 17, 1998 2003/2015 n.a. 80.00
Health Sector Loan Mar 10, 1998 2003/2015 n.a. 50.00
Second Agricultural Sector Investment Loan Jan 29, 1998 2003/2015 n.a. 42.00

Yemen
Multi-Mode Transport Project May 21, 1998 2001/2030 4.30 5.80
Southern Governorates Rural Development Project Nov 4, 1997 2008/2037 17.70 24.70
Financial Sector Adjustment Credit Nov 4, 1997 2008/2037 58.90 80.00
Institutional Development for Public Administration Project Oct 14, 1997 1999/2029 1.13 1.54
Seeds and Agricultural Services Project Aug 21, 1997 2007/2037 9.20 12.50

Total 181.52 968.54

n.a. = not applicable (IBRD loan).
a. "Blend" loan/credit.
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Tunisia a $50 million loan is supporting the possibly, microenterprise development in
government's ongoing program for systemic re- Jordan's poorest communities. Strong benefi-
form of health services, with a special emphasis ciary participation is a central feature of the
on regional hospitals, emergency services, and project's design and implementation arrange-
health information systems. ments. And in Algeria, a project to provide af-

In fiscal 1998 the executive directors ap- fordable housing and infrastructure will improve
proved innovative operations directly targeted living conditions for people in urban slums and
at improving the living conditions of poor and nonserviced low-income areas in six districts.
marginalized communities and social groups. In Several of the year's operations were targeted
the W'est Bank and Gaza, welfare services pro- at the special plight of very poor rural popula-
vided to poor Palestinians by NGOs have been tions. In Morocco a $10 million loan for the Ru-
sharply curtailed by funding cuts. Under the ral Water Supply and Sanitation Project is pro-
Palestinian NGO project, new funding totaling viding safe and accessible water and basic
$17 million-including $10 million from the sanitation to about 1.3 million rural inhabitants
Trust Fund for Gaza and the West Bank pro- in the country's poorest provinces. In addition to
vided on IDA terms-is being allocated to NGOS its health benefits, the project is expected to
on the tbasis of demand-driven, community-sup- have an especially positive impact on girls'
ported applications for financing activities, such school attendance, which is currently often cur-
as handicap care, pre-school education, tailed by domestic duties, including having to
women's health and development activities, and fetch water from distant locations. In Yemen a
low-cost housing. The project is both a new de- $25 million credit for the Southern Governor-
parture for the Bank and a demonstration of the ates Rural Development Project is helping pro-
potential for creative Bank-NGO partnerships for vide land and agricultural and other income-
poverty alleviation and socioeconomic develop- earning opportunities, including microenterprise
ment. In Jordan a $30 million Bank loan is sup- -based, for 60,000 of the country's poorest rural
porting the Community Infrastructure Project inhabitants to raise their incomes above the pov-
to provide basic physical and social infrastruc- erty line.
ture for up to about 1.6 million people living in
the country's poorest municipal areas and vil- Protecting the environment and
lages. The project, which represents the pilot cultural heritage
phase of the wider government Social Produc- Operations in support of environmental objec-
tivitv Program, will also test the potential for tives approved by the executive directors during
supporting income-generating activities and, fiscal 1998 included projects to reduce industrial

FIGURE 2-8 Middle East and North Africa: IBRD and IDA Commitments by Sector,
FiscalYear 1998
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BOX 2-5 CREATING JOBS AND ENHANCING WELFARE-EGYPT'S SOCIAL
FUND FOR DEVELOPMENT

The Social Funid for Development began opera- munities, where the majority of Egypt's poor live.
tions in fiscal 1992 with the help of financing from Overall, about two-thirds of its two million direct
nearly tweniy donors, including an initial $140 mil- beneficiaries live in rural areas and 40 percent are
lion IDA credit in 1991. The credit closed in June women. In addition to creating employment in small-
1997, and a comprehensive implementation comple- scale businesses and microenterprises, the project
tion report (ICR) was issued in December. worked with hundreds of local communities to raise

The fund's main objectives were to address Egypt's living standards by providing basic physical and so-
high poverty and unemployment levels through job cial infrastructure-including water supply; rural
creation and community development; help offset roads; clinics and community and youth centers;
possible negative effects of Egypt's Economic Reform and health, education, and training services.
and Structural Adjustment Program on vulnerable The Social Fund for Development is an autono-
groups; and provide initial support for Gulf crisis re- mous agency working outside the regular civil service
turnees. structure in innovative and participatory partner-

The ICR documents the social fund's success in ships with the private sector, NGOs, and civil society,
meeting its objectives. By the time it was completed, including some of Egypt's poorest and smallest com-
the project had created an average of 90,000 jobs a munities. It has become one of the most successful
year-accounting for almost a quarter of all non-ag- agencies of its kind in the world. Reflecting its cost-
ricultural new employment in the economy-at a effective and powerfully catalytic grassroots develop-
cost per job substantially below that of comparable ment impact, the executive directors approved a
programs in other countries, reflecting its efficient op- second IDA credit to support the fund's work in
erating culture and very low overhead. The social fiscal 1996.
fund emphasized support for women and rural com-

pollution in Egypt and promote integrated wa- Managing the portfolio and nonlending
ter resource management in Morocco. Environ- services
mentally responsible use of agricultural water The MENA regional office continued to devote
was also a feature of the Second Agriculture increasing resources to portfolio management.
Sector Loan to Tunisia. And a ground-breaking The results are apparent in the continuing year-
operation in Morocco for the first time seeks to to-year reductions in numbers of problem
preserve the region's unmatched cultural heri- projects and projects at risk. Two country cases,
tage through an innovative $16 million W\orld Egypt and Yemen, illustrate the recent turn-
Bank loan that will help rehabilitate the medina around in portfolio performance. In both cases,
of the historic city of Fez.2 0 The project has restructuring, intensive supervision, and en-
adopted a participatory approach to preserving hanced client dialoguie and ownership have
the medina's cultural heritage and improving sharply reduced the percentage of problem
the urban environment and also is expected to projects in the portfolio; 80 percent of the op-
provide new income-earning opportunities for erations in the restructured Egypt portfolio are
medina residents and to benefit Morocco's tour- now rated as satisfactory, and the disbursement
ism industry. Cultural heritage preservation was ratio for fiscal 1998 rose to a high of 36 percent
also an important component of a $32 million of initial net commitments. The regional office
tourism loan to Jordan. further expanded its portfolio management

function by introducing early implementation

20. Designated a 7World Heritage Site bv the United
Nations Educational, Scientific, and Cultural Organization.
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assessmentS (EIAS), which provide a check on
whether the project as designed is fully owned
by the client and ready for imnmediate imple-
mentation without modification.

Nonlending services, which inclutde analytical
and policy work, technical assistance, training
and knowledge dissemination activities, aren
tral to the Bank's support strategy for the FIENA

region, Analytical work during the year included
completion of a country assistance strategy

improve the urban environment. p(CAS) for Lebanon and the Bank's first country
opportunities for loca people,and beneit the economic memorandum on the West Bank and

Gaza, which was prepared jointly with Palestin-
ian counterparts. Fiscal 1998 saw not only a
continuation of traditional country-based ana-
lytical work focusing on key strategic issues,
such as the Jordan Water Sector Revieinc but
also substantial expansion of comprehensive
regionwide analysis-including groundbreaking
multidisciplinary regional studies of education
sector performance, labor markets, governance
issues, and investment in cultural heritage. The
Economic Development Institute (EDI) SUP-
ported programs designed to disseminate inter-
national best practices in fields of special con-
cern to the region, such as water and irrigation

policy, microcredit financing, and grassroots
management and decentralization. Technical as-
sistance during the year ranged widely in terms
of coverage and included work on telecommu-
nications, tourism, debt mnanagement and ex-
port development in Morocco; private partici-

pation in the power and sanitation sectors in
Tunisia; and tax policy Central Bank liability
management, trade efficiency, and restructuring

Rehabilitat ing the medina of the historic city of Fez will of state-owned enterprises in Iran.
not only preserve Morocco's cultural heritage but also Finally, the Bank continued to offer mainly
improve thie urban environment, provide income-earning ribral ehia sitnet h on
opportunities for local people, and benefit the country' remusbetcnclasitnetah on
tourist industry, tries of the Gulf Cooperation Council (GCC)

through a long-established technical coopera-

tion program (Tcp), which is designed to sup-
port the development strategies of these econo-

mies. i,ce activities in fiscal 1998 included work
on privatization, export promotion, power, wa-
ter, and tourismn. Reimbursable technical assis-
tance uinder the -'wc amnounted to 84.2 millioni
during the year, including thirteen years of staff
time;- nonreimbursable activities amounted to
an additional 1. .1 million, including three years

of staff time.
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SECTION THREE MAJOR WORLD BANK

PROGRAMS, FISCAL YEAR 1998

Working through thematic
networks

Under its renewal program * helping enhance staff and Development (UNCTAD),

the Bank established business skills. and the World Trade Organi-
practices to link staff who The PREM network, the last zation (wTo) and is ensuring
work on major programs in re- of the Bank's thematic net- that these important partner-
lated sectors across the Bank works to be established, is il- ships are productive and mu-
through four thematic net- lustrative. It brings together tually beneficial. Key ex-
works: (i) Human Develop- staff working on countrywide amples of partnership
ment (HD); (ii) Environmen- economic policy and cross- activities in fiscal 1998 in-
tally and Socially Sustainable cutting issues organized in clude the Integrated Program
Development (ESSD); (iii) Fi- four sector boards: economic for Least Developed Coun-
nance, Private Sector, and In- policy, gender and develop- tries and work on develop-
frastructure (Fpsi), and (iv) ment, poverty reduction, and ment goals and indicators.
Poverty Reduction and Eco- public sector. Integrated Program for Least
nomic Management (PREM). PREM is contributing to the Developed Countries. The 1996

The HD network, for ex- Bank's knowledge manage- wTo Ministerial Declaration
ample, automatically includes ment system and to ongoing called for a plan of action to
all staff working on education; efforts to strengthen the improve the capacity of the
health, nutrition, and popula- institution's professional skills least developed countries to
tion; and social protection. base by identifying gaps, and respond to opportunities of-
These communities of profes- subsequently filling them fered by the trading system.
sionals working in the same through training and recruit- The wTo suggested a special
field help staff work together ment. It is also helping to program for these countries
across organization bound- strengthen country assistance because they are the poorest
aries, and, equally important, strategies (cAss), by ensuring and, without such a program,
with partners outside the that (i) they adequately ad- the multilateral process of
Bank. The networks help draw dress the most significant de- trade reform was likely to pass
lessons across countries and velopment issues facing each them by. The program, pre-
regions and bring global best country; (ii) effectively ap- pared jointly by UNCTAD, WTO,

practices to bear in meeting proach the core issues of pov- and the World Bank, was en-
country-specific needs in four erty reduction and economic dorsed at an international con-
ways: management; and (iii) include ference in October 1997. It

applying "knowledge man- mechanisms to evaluate the has two components:
agement," the process of sys- Bank's role and responsiveness * creating autonomous com-
tematically collecting knowl- to client needs. In fiscal 1998 mitments by wTo member
edge on development issues the network contributed to countries to provide enhanced
from inside and outside the development of Bank strate- market access for least devel-
Bank and disseminating it- gies toward corruption and the oped country exports; and
both inside and outside of the financial sector and is revisit- * organizing an integrated
Bank; ing the poverty reduction program among the interna-

* setting common strategies strategy. tional financial institutions, in-
for regional and central units; cluding the World Bank, and

* ensuring that skills are de- PREM'S work with partners aid agencies to provide trade-
ployed effectively by putting The PREM network is the related assistance.
together strong task teams to Bank's focal point for relations Countries themselves will
deliver higher-quality prod- with the International Mon- drive the program while the
ucts to clients; and etary Fund (IMF), the United multilateral agencies are

Nations Conference on Trade
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pledged to help them implement initiatives. poverty. With poverty assessments completed in
The agencies will prepare the integrated re- 83 of 105 countries, covering approximately 90
sponse and a concrete plan of trade related as- percent of the world's poor, more is now known
sistance for endorsement by country consulta- about poverty than ever before; data availability
tive groups or roundtables. has improved immensely; and the assessmenits

Development goals anzd inidicators. In the many have helped increase clienit awareness of poverty
international conferences that took place in the work. However, the quality of data is uneven:
1 990s, world leaders committed themselves to the analysis varies in quality and effectiveness;
reducing economic and social disparities across poverty assessments do not always guide opera-
and within countries. They set clear targets for tional strategies and action; domestic institu-
reducing poverty, improving child and maternal tional capacities for monitoring and analysis re-
mortality, expanding education opportunities, main weak; and evaluation and feedback need to
closing the gender gap, and reversing environ- be strengthened. To address these problems, in
mental degradation (see box 2 in the Overview fiscal 1 998 the Bank shifted direction in its
section). At follow-up conferences in May 1997 work on poverty in two ways:
and February 1998-jointly hosted by the * from describing poverty to formulating
Organisation for Economic Co-operation and strategies for reducing poverty, through opera-
Development (OECD), the UN, and the World tional strategies in individual countries and
Bank-technical experts gathered to develop a policy research on poverty in preparation for
range of indicators to establish concrete mea- the vmDR 2000; and
sures for monitoring progress toward attaining * from counting poverty-focused projects to
these international goals. The World Bank's assessing their impact on the poor, and from fo-
il/orld Development Indicators (wD), the product cusing on measuring inputs (such as lending
of a broad global partnership of national and in- amounts or number of projects) to measuring
ternational development institutions, will moni- outcomles in poverty assessm7ents.
tor these indicators. The 1998 WDi' carries the The Bank is moving toward better evaluation
first of a series of annual reports the Bank plans of the impact of lending and projects on house-
to publish on progress made toward achieving hold welfare, and in fiscal 1999 it plans to select
these international goals. a few projects from different regions for a rigor-

ous assessment of the impact on poor house-
Revisiting the Bank's poverty reduction holds.
strategy Implementation of the new strategy began in

fiscal 1998 with the PREcls network providing as-
The World Bank's raison d'etre is to help its sistance to:

client countries reduce poverty and improve * Help country teams to develop CASS that fo-
people's living standards. The Bank's poverty re- cused more closely on poverty reduction in
duction strategy, first outlined in the 14World De- Bolivia, Nepal, and Vietnam. These ci\ss-pre-
velopment Report (u:nDR) 19902 involves policies pared with a high degree of participation by cli-
and institutions to: ent governments and other partners-are based

* promote broad-based labor-demanding on an up-to-date diagnosis of the causes of pov-
growth; erty, include a discussion of how the povertv

* improve poor people's access to basic edu- impact of policies and projects will be moni-
cation, health, and nutrition; and tored at the country and project level and in-

* create effective safety nets for those who clude results-oriented indicators to monitor
cannot take advantage of income-earning oppor- progress.
tunities or who are heavily risk prone.

While development experience has con- l. WVorld Bank. 1 998. W1'orld Development Indicators 1998.
firmed the soundness of this strategy, the Bank Washington D.C.
has been reviewing ways to enhance the effec- 2. World Bank. 1990. W11hrld Deuelopment Report 1990:
tiveness of its own efforts to help clients reduce Pouerty. New York: Oxford University Press.
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* Develop an overall approach to evaluation, ESSD network. Using Peru as an example, a study
combining participatory and sample survey is examining the implications for the Bank of
methods. This will enable implementing agen- operationalizing a social exclusion framework.3

cies to identify problems early on in the project * Continue to monitor projects in the Pro-
cycle, initiate corrective actions, and assess final, gram of Targeted Interventions (P) as a proxy
on-the-ground project impacts on poor house- for real impact assessment until the overall ap-
holds. The Quinba Mountains Poverty Reduc- proach to participatory and quantitative evalua-
tion Project, which supports the government's tion is more fully developed (see table 3-1).
ongoing Poor--Area Program, is illustrative. From * Initiate policy research on the important
the beginning, a good framework for evaluation knowledge gaps that remain, including ques-
was set up to identifv the program's impacts tions such as: What constitutes a labor intensive
on householcL living conditions. Results of this growth strategy in the context of rapid global
evaluation will be available over the next integration? How can delivery of public services
four years. to the poor be ensured? Inadequate understand-

* Develop a strategy to help strengthen coun- ing of the behavioral responses of poor people
tries' capacities to generate and use data to to policies and programs remains a deterrent to
monitor and diagnose the causes of poverty. expanding their access to basic services. And
One example is the Bank's work with the Inter- more fundamentally, a better understanding of
American Development Bank (tDB) and the the interplay between culture, social factors, and
United Nations Economic Commission for Latin
America ancL the Caribbean (CEPAL) on the
Mejoramiento de las Encuestas de Condiciones
de Vida (Improvement of Living Standard Sur- 3. Social exclusion is a term originating in the European

veys) Project, which is strengthening data col- debate on poverty, which is increasingly used to analyze

lection and analysis capacity in five countries in marginalization in the developing world as well. It can be

the Latin America and Caribbean region. defined as the process through which individuals or groups
are wholly or partially excluded from full economic,

* Initiate work in new areas, such as social ex- political, and cultural participation in the society in which

clusion and social capital, jointly with the Bank's they live.

TABLE 3-1. PROGRAM OFTARGETED INTERVENTIONS,
FISCAL YEARS 1996-98

(millions of us dollars)

1996 1997 1998

Total PTI lending 5,408.1 4,090.0 6,738.3
As share of investment lending (%) 32 29 40
As share of all Bank lending (%) 25 21 24
Total number of projects in the PTI 79 77 102
Total number of investment projects 223 203 241

IDA PTI lending 3,246.0 1,873.5 3,266.8
As share of IDA investment lending (%) 63 53 54
As share of all IDA lending (%J 47 41 44
Number of IDA PTI projects 51 37 59

NoTE: Investment lending is defined as all lending except for adjustment, debt and debt-service reduction operations, and
emergency reconstruction operations.
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Achieving universal primary education in all countries by 2015 is one of six international development goals.

poor people's participation in development is supporting reductions in gender disparities and
needed. enhancement of women's participationi in eco-

These poverty knowledge gaps will be among nomic development by integrating gender con-
those addressed in work already initiated on the sideration in its country assistance programs.
W7DR 2000. The report will differ from the TlDR The Bank's CASS, country poverty assessments,
1990 in its emphasis on the microdeterminants public expenditure reviews, other economic and
of poverty for individuals; focus on inequality sector work, and country dialogues provide
among individuals and socioeconomic groups; tools to help client countries include gender
attentioii to a range of non-economic factors; concerns in their development planning and
and methodologies. The preparation will be as implementation.
important as the product-as a highly consulta- Gender is integrated in CASs either by
tive and participatory process, which will in- mainstreaming, and addressing it throughout
clude poor people, will be undertaken. Consul- the cA~s, or by considering the issue in particular
tations have already begun in the context of sectors. The cA,s for Nicaragua is illustrative. A
the Bank's joint work with partner UN organiza- background document analyzing gender issues
tions and with the OECD on refining indicators across sectors was prepared for consultation
to help monitor global targets for poverty re- with a group of representatives of civil society,
duction, social development, and environmental which, in turn, prepared a comprehensive docu-
sustainability. ment on gender issues of most concern to the

group. The issues raised in the report during
Mainstreaming gender consultations were integrated into proposed in-

Lending in almost all sectors includes activi- vestments across sectors.
ties that specifically benefit women. The gender Gender-sensitive policies and programs en-
components of all projects approved in fiscal sure that overall development efforts are di-
1998, totaled $2,451 million. The Bank is also rected to attain impacts that are beneficial to
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both men and women. Beneficiary assessments The Bank remains the largest external finan-
were used to ensure that women's views were cier of HD programs (education; health, nutri-
taken into account in the design of the Eritrean tion, and population; and social protection) in its
Community Development Fund, for example, client countries w-ith the total HD active portfolio
and in constructing agricultural extension pro- increasing by more than 13 percent in fiscal
grams that provide equal access to women in 1998. By the end of the fiscal year, cumulative
West Africa. lending for HD totaled $49,180 million with 449

Gender sensitive legal and regulatory frame- active projects in 111 countries (figure 3-1 gives
works are also important for improving the breakdown of Bank lending to the social sectors
women's access to assets and services. Studies in fiscal 1998). Disbursement levels, at $3,846
conducted in Ethiopia showed how women million, also remained high.
were affected. by traditional legal systems and To enhance its role as a provider of up-
outlined the positive and negative gender im- to-date knowledge on HD practices, help desks
pacts on them of modernizing the system. Sub- and Web sites set up by the HD network are
sequent instimutional measures were taken to providing advice, data, and information for staff
ensure that legal changes were implemented in and clients alike.5

actual practice, with due regard to cultural sen-
sitivity. And in Honduras, attention was given to Health, nutrition, and population
the gender dimensions of Bank-supported agrar- In fiscal 1998 loans to the health, nutrition,
ian reforms. and population (HNP) sectors totaling $1,991

The Bank strengthened its gender analysis da- million focused on several areas:
tabase in fiscal 1998 and trained country offi- * improving the health, nutrition, and life ex-
cials in gender analysis, particularly in countries pectancy of the poor and protecting people from
with inadequate gender-disaggregated data. In disease;
Nicaragua, for example, the Bank helped to en- * enhancing health care systems by promoting
sure that the Living Standards Measurement equitable access to preventive and curative
Study, a household survey tool developed by health, nutrition, and family planning services
the World Bank, adequately addressed gender that are affordable, effective, well-managed, of
issues. Poverty assessments for Panama and Ven- good quality, and responsive to clients; and
ezuela also focused heavily on gender analysis. * securing sustainable health care financing by

To facilitate knowledge sharing on gender is- mobilizing resources, ensuring effective delivery
sues with clients and partners, an external gen- of services, and establishing appropriate govern-
der Web site was launched in fiscal 1998.4 ment policies.

To help countries identify priorities for the
Investing in people health sector as a whole and the most practical

Human development (HD) is crucial if the de- strategies for reaching the highest-priority objec-
velopment targets adopted by the international tives, the Bank is expanding its use of sectorwide
community are to be met: no country can se- approaches (sWAPs) (see box 3-1).
cure sustai:nable economic growth or reduce Population and reproductive health activities
poverty without healthy, well-nourished, and have averaged approximately one-third of the
well-educated people. Thus, the World Bank in Bank's lending for HNP over the past few fiscal
partnership with client governments is helping years. And over the past twenty-five years, the
promote human development through three Bank has supported eighty-five countries
mutually reinforcing principles: through 195 projects totaling $3,960 million. Al-

* expanding opportunities through broad- though the amount of new commitments to the
based sustainable economic growth; sector fluctuates from year to year, the trend has

* improving poor people's access to basic so-
cial services; and 4. www.worldbank.org/gender

* providing social safety net programs to pro- 5. Such as www.worldbank.org/html/extdr/educ/

tect vulnerable groups. default.htm and www.worldbank.org/children/
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FIGURE 3-1 IBRD and IDA Lending for the Social Sector, FiscalYear 1998
(US$ millions)
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a. Includes social sector loans and finance. public sector management, and multisector loans with a social protection focus.

shown a steady increase. And in recent years in other international agencies that have exper-
Bank lending has increasingly supported inte- tise in these areas-including the International
grated reproductive health programs that Planned Parenthood Federation, the Population
give priority to population issues. An average Council, the United Nations Children's Fund
of $354 million a year since fiscal 1992 has (EnciCF), the United Nations Population
supported projects containing these two Fund (UNFPA), and the World Health Organiza-
components. tion (WHo)-to raise awareness and increase

Fiscal 1998 marked the tenth anniversary of political will.
the Safe Motherhood Initiative. A cofounder of In fiscal 1998 the Bank supported client pro-
the initiative, the Bank has expanded its efforts grams to help control noncommunicable dis-
to reduce maternal mortality throughout the eases by addressing their causes. A new ap-
decade. Mluch has been learned about what is proach to dealing with tobacco-related diseases
needed to achieve the goal of reducing the exemplifies this innovation. Since 1991 the
number of women who die in childbirth or World Bank's policy on tobacco has precluded
from complications associated wvith pregnancy its investment in tobacco agriculture or manu-
and child birth-including improving prenatal facturing but has promoted investment in de-
care, safe delivery, postnatal care, access to fam- veloping ways to control tobacco use. In fiscal
ily planning services, and good nutrition. De- 1998 tobacco control programs-addressed by
spite progress in introducing these services in an World Bank projects in China, Georgia, Hun-
increasing number of Bank-supported projects, gary, and others-have included effective tax
maternal and neonatal child mortality remain and pricing policies, improved information on
serious problems in many countries. The Bank the health consequences of tobacco use, im-
is working in close collaboration with partners proved regulatory approaches to trade and
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smuggling, and bans on advertising and promo- cation loans to twenty-eight countries totaling
tion. The Bank and partners in other UN agen- $:,129 million. Cumulative education loans to-
cies-especially UNICEF and \wHO-governments, tal $26,815 million for about 610 projects in
and nongovernmental organizations are enhanc- more than 116 countries.
ing efforts to promote effective tobacco control. School education represents the main thrust

The Bank's; assistance to client countries seek- of Bank support, with primary and general sec-
ing to achieve widespread and equitable cover- ondary accounting for half of lending to the
age of health, includes loans and nonlending ser- sector. The Ugandan government's Universal
vices, such as policy guidance, technical advisory Primary Education Policy, supported by the
services, and national capacity-building services. Bank and linked to the Heavily Indebted Poor
In fiscal 1998 the Economic Development Countries (HIPC) Debt Initiative, is illustrative.
Institute's (EDI) support of these efforts in- The project is expanding access to primary
cluded the sujccessful pilot training course education to the poorest by offering families
"Health Sector Reform and Sustainable Financ- free schooling for up to four children. Response
ing," which will now be offered each year in to the initiative has been enthusiastic, and pri-
Washington as well as at regionally based part- mary school enrollment has increased from
ner institutes throughout the world. about 2.7 million to about 5.3 million. Primary

education's high social returns will make a sig-
Education nificant difference for this group.

The Bank's support of education aims to help The Bank is increasingly supporting sector-
client governments improve the access and eq- wide approaches to education in recognition of
uity of education. Education lending increased the interdependence between subsectors. One
significantly in fiscal 1998 with thirty-six edu- example is the Bank's support for the first

BOX 3-1 SECTORWIDE APPROACHES TO HEALTH, NUTRITION,
AND POPULATION

Sectorwide approaches (swAPs) to improving portunity for effective change than more narrowly fo-
health, nutrition, and population (HNP) services al- cused projects do,
low client countries to focus attention on the highest
priority programs and help to build broader owner- A swAp in Bangladesh
ship of reform efforts. Bangladesh, Ghana, Pakistan, Bangladesh spends $4 per person per year of pub-
and Zambia already have SwiAs undervay and sev- lic funds on health. Yet, the country faces high infant
eral other countries, including Tanzania and and maternal mortality rates, 80 percent of children
Uganda, are planning them. are malnourished, and communicable disease is

SWAP operations have highlighted the need for cli- widespread (half the population test positive for tu-
ents to hire workers based on merit rather than in- berculosis, for example). The Bank helped
fluence, to decentralize services toward communities, Bangladesh develop a SWAP to set its HNP sector pri-
and to increase expenditures on non-salary recurrent orities more effectively As a result, the government
items, such as medicines. SWAPS can help encourage has given top priority to defhning and delivering es-
expenditures on areas that will have the highest im- sential basic services, aimed at improving maternal
pact on the greatest number of people but that have and child health and family planning, and address-
traditionally been neglected-such as improving ing the most pressing communicable diseases. The
women 's health or arresting the spread of tuberculo- government initiated fundamental reforms in pro-
sis-while constraining more expensive tertiary care gram design and management to strengthen these es-
that reaches fewer, mostly richer, people. sential services while curtailing less essential pro-

And swu-s facilitate an important shift in the grams. Substantial donor assistance, coordinated by
reZationship between country and donor, from the Bank, is enhancing this effort.
"clientship" to partnership, which offers greater op-
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regional goals and conditions. The details of the
program have been developed through a part-
nership between central and regional govern-
ments. Donors are coordinating their support

* and advisory roles.
Egypt's Education Enhancement Program

(EEP-, part of the government s comprehensive
education reform program, is a prime example
of successful donor, client government, and
Bank partnership and cooperation. FE iS

cofinanced by the European Union (eU), and its
interventions target enrollment of rural girls,
better-quality student learning, and a more effi-

tenth annierscient education system. This unique program
the Se t- a ohEiintroduces a strategic framework whereby

multiple donors can fund priority education
activities.

Partnerships have beenf strengthened with
outside organizations including the Interna-
tional Program for the Improvement of Educa-

children are three to toIonal Outcomes (eiEoll, the United Nations
Educational, Scientific, and Cultural Organiza-

years thachltion (UNESCO), and UNICEF. The IPIEO partnership
with UNESCO is providing the empirical basis for
education reform and policy advice for poor
countries to improve education. The Bank's De-

tral governmvelopment Grant Facility (DGFa Council en-
and broad guidelines andregionalgovernment dorsed the first year of a multiyear program to

are dvlpnsupport UNicEF's education programs; in fiscal1998 a $1.2 million grant supported small-scaleinnovative programs at the community and lo-
cal levels to increase girls' enrollment rates. A

1998 marks the multi-agency partnership between the
tenth anniversary of Rockefeller Foundation, the United Kingdom's

the Safe Mother- phase of 1:he Ethiopian government's Education Department for International Development,

ood nstaiequeneso Sector Development Program CESDP) covering and UNICEF is working to examine factors that
mateqernalceats of 1997-20(01, which aims to increase the ex- hinder or facilitate the effective implementation

extend into the next tremely low rates of school enrollment as part of girls' education projects and initiatives. And
generation: when a of a longer-term program to achieve universal the Bank provided technical assistance to the

mother dies, her primary education. The program gives priority EIJ to develop a grant-funded project to increase
children are three to to icesn access to, and improving the qual- basic education enrollment rates of girls and

ton dime oe withi ltw ity of, prirnary education, particularly for chil- minority groups in Gansu, China's poorest
years than children dren in rural areas and for girls. Its scope is province.

whose mothers sectorwide, comprising primary, secondary, ter- Development of the Bank's education knowl-
survive. tiary, technical-vocational, adult literacy, and edge management system progressed in fiscal

nonformal education. Under the ESDP, the cen- 1998. It includes best-practice information on
trfal governiment is providing a policy framework access and equity in education, early childhood
and broad guidelines, and regional governments development, effective schools and teachers, the
are developing their own plans based oni specific economics of education, post-basic education,
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education system reform and management, cant component of other Bank projects. In fiscal
project design and implementation, and educa- 1998 thirteen loans totaling $1,316 million sup-
tion and technology. The early child develop- ported social protection and a further fourteen
ment Web site is available to the Bank's partners loans in other sectors-mostly multisector and
and clients.6 public sector management-had clearly sepa-

Training and operational support in education rable social protection components totaling
technology has been a high priority in fiscal $2,044 million. An estimated $400 million
1998 as the Bank's emphasis on knowledge additional financing for social protection is
management as a means to increase develop- concealed in multisectoral components of
ment effectiveness has grown. Distance educa- other loans.
tion activities, using technology to enhance Bank lending for social protection in fiscal
teaching and learning in the classroom, included 1998 was dominated by efforts to mitigate the
a conference on distance education for training impact of the East Asian financial crisis on the
teachers, held in Addis Ababa and attended by poor: existing social protection infrastructure
representatives from eight African countries. was enhanced with support for pensions, labor

markets, social assistance, and social funds. This
Social protection included $1,000 million to the Republic of

Social protection measures are essential if Korea for social protection components and
governments are to help the poor cope with $10 million for a social fund in the Philippines.
economic hardship and change. The Bank is Bank loans also supported social protection in
supporting its clients in their efforts to: all other regions in fiscal 1998. In Eastern Eu-

- protect working people against loss of in- rope and Central Asia, a coal sector loan to Rus-
come through old age or unemployment; sia included a $160 million component for so-

* help unemployed people find jobs through cial protection, and a separate social protection
job placement, training, or public works pro- implementation loan of $28.6 million was also
grams; approved. In addition, pension reform was sup-

* ensure that the labor market provides gain- ported with a $300 million loan to Kazakhstan;
ful employment; and and a $20 million social fund was approved for

* provide social assistance to those who either Georgia. Social funds, common in Africa and
cannot work or fall beneath the poverty level. Latin America, were used for the first time in

In fiscal 1998 Bank support included: Eastern Europe this year with Bank assistance.
* technical assistance support and lending for In Latin America pension reform was sup-

pensions reforms (public and private; funded ported in Mexico and Uruguay, labor restructur-
and unfunded; and mandatory and voluntary); ing in Argentina and public works in Bolivia. In

* technical assistance and lending for policy Sub-Saharan Africa support included financing
reform in p:rograms that provide benefits in cash for social funds in the Comoros and a
or kind (maternity, child, sick pay, and other so- microfinance project in Guinea. In the Middle
cial assistance benefits); East and North Africa activities that received

* social funds, where Bank loans are passed Bank support included pension reform in Mo-
on as grants to local groups for locally generated rocco and vocational training in Jordan and
social development efforts; Lebanon. In South Asia, support for Pakistan's

* policy reform in labor markets, such as vo- Social Action Program includes significant fi-
cational training programs, unemployment ben- nancing for social protection.
efits, and severance payments; and The World Bank recognizes that safe, produc-

* special income support for displaced work- tive, and environmentally sound working condi-
ers and policies to improve the functioning of tions are key to economic and social progress
the labor market and enhance labor supply
while eliminating abusive forms of labor. 6. www.worldbank.org/children

Social protection 7 is of increasing importance 7. The Bank's social protection Web site is available at:

in the Bank's lending portfolio and also a signifi- wwwworldbank.org/hddsp

SECTION THREE MAJOR WORLD BANK PROGRAMS 71



everywhere, including in its client countries, and In fiscal 1998 the Bank and the ILO worked
works closely with other international organiza- jointly on vocational education and training is-
tions, most notably the International Labour Or- sues and labor in export processing zones; un-
ganization (TLO), in this area. It assists member dertook an evaluation of labor market policies
governments to help reduce the adverse effects in Eastern Europe; and completed a study of la-
that shifts in trade patterns and capital flows bor market policies of the CFA franc zone.9 This
have on workers by supporting change in labor year, ILO staff briefed Bank staff on core labor
policies as part of general economic reforms- standards and follow-up discussions are planned
when such a change is deemed to raise produc- to facilitate a joint study of core Labor standards
tivity and economic growth and reduce poverty. and their economic implications.
The Bank's policy advice has focused on setting The Bank expanded its support for intra-
fair wcrkers' incomes, reducing health and regional networking among social funds in
safety risks, and setting standards for workers' Africa and Latin America and supported the
conditions-including the improvement of labor first such efforts in Europe and the Middle East.
standards. In preparing the Republic of Korea's This direct "South-South" learning is an impor-
structural adjustment loan, for example, the tant new development in the social assistance
Bank engaged in a constructive dialogue with la- field. The continuing success of these projects
bor unions and supported a number of reforms emphasizes the potential for partnerships
to labor markets and social safety nets, including among international agencies, governments, and
the expansion of labor standards to all workers; civil society.
previously these were not applied to firms with Child labor. Research shows that poverty is a
fewer than five workers. major cause of child labor. Thus, the Bank's con-

To help improve knowledge and expertise on tinuing emphasis on poverty reduction and so-
effective pension systems, the Bank completed a cial sector investments contributes to a general
pensions primer of up-to-date implementation decline in child labor. The Bank also supports
advice for policymakers undertaking pension re- initiatives to address the problems of working
form.9 The primer includes guides to setting up children, including their need to get an educa-
a regulatory structure for a multi-pillar pension tion while working. In India, for example, the
system and financing the transition costs of government recently directed its district pri-
moving from one type of pension system to an- mary education project managers-who already
other. Case studies of recent reformers are pro- target disadvantaged children-to target work-
vided, including Bolivia, Latvia, Mexico, and ing children, too. Further, the Bank and the gov-
Poland. In addition, a pension simulation model ernment are exploring specific steps to get chil-
based in EXCEL was developed that helps dren out of work and into school, while taking
policymakers determine the health of their cur- into account the need to help families increase
rent pension system and simulates the impact of their incomes to offset the loss of children's
proposed reforms. Training was provided to wages. And in Brazil the Bank is working with
Bank staff and clients in the use of this model. local communities on a pilot program to address
In addition, EDI'S pension program is fostering the problems of street children by providing
research, dissemination of information, and best vocational training to improve their living
practices in pension reform, as well as helping standards and increase their future ability to
government officials analyze, design, and imple- earn a living.
ment new pension systems. In fiscal 1998, in Specific interventions to address child labor
partnership with the Harvard Institute for Inter- are relatively new for the Bank. Thus it is work-
national Development (HIID), an EDI workshop ing in close cooperation with experts including
brought together leading experts in pension re-
form from government, academia, international

form from government, academia, internationl .8. The Pension Reform Options Simulation Toolkit (PROST).

organizations, and public- and private-sector 9. Dar, Amit, and P. Zafiris Tzannatos. 1998. World Bank
pension f-unds from twenty-twAo Bank client Lending for Labor Markets 1991-1996."WN7orld Bank,

countries. WNashington, D.C.
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To support initiatives that are people-centered, participatory, and respectful of country context and social conditions,
the Bank is including participatory processes and techniques in project design and implementation.

international organizations such as the iL.o and with, and most effectively represent the inter-
UNICEF. In fiscal 1998 a World Bank paper set ests of, poor and marginalized groups, the Bank
out a framework for ways in which the Bank continues to advance its partnerships with them
can do more to address child labor issues in to achieve development that is equitable, inclu-
a direct and effective way within its overall sive, and sustainable. A paper, discussed with the
poverty reduction mandate.'0 The Bank's role executive directors in fiscal 1998, set out an ap-
includes: proach to strengthen the quality and under-

* integrating child labor issues into Bank pro- standing of the Bank's partnerships with such
grams, including CASs and lending programs; organizations."

* improving education opportunities; Work with NGOS continues to be brought into
* providing financial support for poor fami- the mainstream of Bank activities and examples

lies; and of NGO involvement in Bank work can be found
* identifying problems and solutions to child throughout the pages of this Annual Report. As

labor issues. table 3-2 illustrates, with 50 percent of opera-
A primer on child labor is being developed tions approved in fiscal 1998 involving NGO par-

that will provide advice to clients and Bank staff ticipation in some capacity, the level of NGO in-
on the design of cost-effective interventions to volvement in Bank-supported operations
reduce the incidence of harmful child labor
practices. I 0. Fallon, Peter, and Zafiris Tzannatos. 1998. Child

hLabor-Issues and Directions for the W+'orld Bank.
Collaborating with nongovernmental Washington,D. C.: World Bank.
organizat:ions I11 7IWorld Bankl1 998. "The Bank's Relations with NGOS-

Because nongovernmental organizations Issues and Directions. WVashington D.C.

(NGOs) and civil society often work most closely
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continued to grow'.2 NGOS also played a greater NGOS continue to engage the Bank in con-
role in economic and sector work and other structive dialogue and collaborative partnership
policy-related work. The executive directors re- on issues from privatization to forest policy. In
viewed a country assistance strategies study in October 1997, for example, the Bank's Finance
fiscal 1998, for example, which highlighted an and Private Sector and Infrastructure (Fpsi) net-
increase in civil society participation in CASS. w work organized the first international dialogue

But while the Bank increasingly recognizes between civil society organizations and the
and capitalizes on the positive role that strong World Bank Group on privatization. In addition,
and independent local NGOS can play in eco- a meeting between leaders of religious faiths en-
nomic and social development, the capacities of titled "World Faiths and Development," co-
NGOS and the legal and cultural environments in chaired by the Archbishop of Canterbury and
which t:hey operate vary tremendously from the Bank's president in fiscal 1998, resulted in
country to country. Thus, the Bank, working agreement on joint work to identifv areas for fu-
with client governments, is increasing its efforts ture cooperation.
to build effective partnerships on the ground fa- In the face of the East Asian financial crisis,
cilitated by sixty-three NGO specialists working Bank staff held meetings with N4Gos and repre-
from resident missions. sentatives of civil society in several Asian coun-

The NGo-World Bank Committee, which has tries to discuss and learn about the impact the
helped to guide NGo-Bank relations since the region's economic crisis was having on the poor.
early 1980s, took steps to decentralize in fiscal The Bank's president met with a number of
1998. While broad areas of work on participa- these groups during a visit to the region. He also
tion and southern NGO capacity building con- met with representatives from a number of
tinue to be guided at the central level, greater trade unions in Singapore and Washington to
emphasis is being placed on regional meetings, discuss the social consequences of the crisis, par-
where region-specific issues and strategies for ticularly on labor.
effective cooperation can best be identified and The Small Grants Program (SGP) channels an
implemented. average of $700,000 annually to institutions (in-

The First Global Forum on the Structural Ad- cluding NGOS) in developing countries to
justment Participatory Review Initiative (SAPRI), strengthen their capacities to promote dialogue
held in July 1997 in Washington, D.C., demon- and disseminate information about international
strates the Bank's commitment to engage in and local development issues.
Open and. frank discussions with civil society
and NOnS on the impact of adjustment iending 12. Figures are based on a desk review of project appraisal

documents for projects approved by the executive directors
and policy advice. 14 The program provides a at the end of the fiscal year. As such, thev often reflect

framework for the World Bank, governments, intended involvement of NGOS and community-based

and a global network of civil society organiza- organizations, as well as actual involvement in the design
stage. The extent to which the intended involvement is

tions to discuss ways to improve mutual carried out during implementation is not yet known.

understanding of policy impacts on the poor Moreover, involvement can take many forms ranging from

and explore improvements in economic reform quick consultation to major responsibility for implementa-
tion of project components. In future vears, the Bank

programs. intends to focus greater resources on identifying and

The SAPRI program was developed collabor- monitoring high-level involvement by NGOS.

atively by Bank staff and an NGO and civil soci- 13. The preparation of over half of all full cASs in fiscal

ety network of over 500 NGOS. Seven countries 1997 and the first half of fiscal 1998 included consultations
are participating: Bangladesh Ec , G , with civil society and NGOs. About 20 percent of the CASS

are participating: Bangladesh, Ecuador, Ghana, involved broad and substantial participation, including a
Hungary, Mali, Uganda, and Zimbabwe. Civil major outreach into rural or high-poverty areas or civil

society and NGO participation on the national society involvement in planning the consultations. By

steering committee has been determined by a comparison, in fiscal 1996 only one quarter of CAsS had any
consultation, and less than 10 percent had a high level of

broad and inclusive selection process led by lo- participation.

cal organizations. And a series of public forums 14. Information on the SAPRI program is available at:

have spread the news about SAPRI. www.worldbank.org/html/prddr/sapri/saprihp.htm.
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TABLE 3-2. PATTERNS IN WORLD BANK-NGO OPERATIONAL
COLLABORATION, FISCAL YEARS 1987-98

Total 1987-95 1996 1997 1998

No. % No. % No. % No. %

By region'
Africa 680 34 53 55 49 61 59 54
EastAsia and Pacific 378 20 46 44 37 32 45 51
South Asia 239 33 21 76 19 84 25 73
Europe and Central Asia 225 16 61 38 67 24 69 37
Latin America and the Caribbean 443 24 54 48 52 60 68 51
Middle East and North Africa 180 12 21 38 17 41 20 52
Total 2,145 25 256 48 241 47 286 50

By sector
Agriculture 443 41 33 88 45 82 47 74
Education 190 29 29 52 18 56 36 63
Electric power and energy 165 5 19 21 17 18 15 40
Environment 74 42 13 69 9 100 18 78
Finance 109 2 17 12 13 23 17 6
Health, population and nutrition 134 66 23 57 15 60 24 79
Industry 86 27 4 25 5 40 2 33
Mining 16 12 8 63 2 50 4 100
Multisector 190 4 19 37 21 10 19 30
Oil and gas 53 26 3 33 5 20 2 -
Public sector management 141 7 27 15 20 5 28 24
Social sector 60 92 17 82 17 65 12 80
Telecommunications 37 - 1 - - - 3 -

Transportation 233 7 24 21 28 29 27 71
Urban development 113 37 10 70 13 46 19 55
Water supply and sanitation 101 16 9 67 13 69 13 62

Total 2,145 25 256 48 241 47 286 50

-Zero

a. Refers to percentage of NGo-involved projects in all World Bank-approved projects in the region.

Incorporating social development and emphasize rural development are consistent

with the summit's recommendations. In addi-
Since the World Summit on Social Develop- tion, the Bank took a number of new steps to

ment held in Copenhagen in 1995, the Bank has mainstream attention to social concerns in fiscal
worked to make its activities more inclusive and 1998, including provision of additional funds
effective and to improve the understanding of under the Strategic Compact to incorporate so-
the social underpinnings of development. Sig- cial development more firmly into the develop-
nificant Bankwide progress was made in fiscal ment activities of the Bank and its clients.
1998 to refocus the development agenda and A major emphasis was to mainstream social
support initiatives that are people-centered and analysis, participation, and gender consider-
participatory, respectful of country context and ations into Bank-supported projects through so-
social conditions, and contribute to sustainable cial assessments (SAS); over 125 SAs were either
economic and social development. completed or underway in fiscal 1998. SAS have

Bankwide initiatives to increase lending for made projects more inclusive by involving key
the social sectors, reduce debt, target the poor, stakeholders, including the poor, and taking ac-
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count of diversity and gender issues. SAS have country's newly established and politically inte-
also made projects more socially sound and grated civic society and the improving
more effective and sustainable, by increasing lo- economy-by funding activities, to be defined
cal ownership of project goals and using institu- by the students themselves, to increase their
tional arrangements better suited to country participation in their own schooling experience
conditions and local realities. and encourage them to stay in school.

Eleven CASS were selected for special atten- Some of the poorest nations are post-conflict
tion to social development issues in fiscal countries in which both physical and social in-
1998-Albania, Bangladesh, Bolivia, Guate- frastructure have been destroyed. Following
mala, Kenya, Mongolia, Nepal, Papua New board approval of a post-conflict framework,
Guinea, Tajikistan, Vietnam, and Yemen. An in- the new Post-Conflict Unit was established in
creasing number of CASS involved key stake- fiscal 1998 to provide critical operational sup-
holders in the preparation process as well, such port and policy guidance and to undertake stra-
as in Colombia. The Colombian government tegic operational partnerships. It also acts as the
wvelcomed consultations and participated in the secretariat for a small post-conflict fund sup-
CAS design and some fifty leaders, representing ported under the Development Grant Facility
broad segments of civil society, helped define (DGF). In fiscal 1998 post-conflict assistance is
its strategic priorities. The coincidence of views undervay in a number of countries, including
betweer. civil society and government in plac- Afghanistan, Angola, Azerbaijan, Bosnia and
ing peace and coexistence as the main develop-
ment challenge for Colombia led the Bank to
include it as a CAS priority. A committee of rep- FIGURE 3-2
resentatives of governments, NGOs, and the World Bank Lending for Environment
Bank was established to monitor progress in Projects, Fiscal Years 1986-98
carrving out the CAS commitments, which in-
clude promoting public institution building (US$ millions)
with the participation of local communities and
civil society and developing conflict resolution 1986 25
capacity at the local level. 1987 277

Increased attention to important social devel-
opment issues is evident in many fiscal 1998 1988 6 1 3
operations. For example, in East Asia, attention
was given to the social consequences of the fi- 1989 853
nancial crisis and in Latin America and the Car- 1990 1,890
ibbean, to the problems of crime and violence.
In Eastern Europe and Central Asia, precedence 1991 2,837
xvas given to the social dimensions of reform, 1992 4,390
wvhile the focus in Africa was on poverty and
gender, and post-conflict reconstruction and de- 1993 6,376
velopment. The priority in South Asia was on
the challenge of creating inclusive and fair insti- 1994 8,933
tutions at the local level. All regions expanded
their interactions with stakeholders in both the 9,905
government and civil society. And the newv 1996 1 1,443
Adaptable Program Loans (APLS) and Learning
and Innovation Loans (1I.Ls) are supporting so- 1997 1 1,600
cial development activities. In El Salvador, for 1998 10,930
example, an APIT to support education reform is 9
addressing the problems of risiing youth alien- Note: Environment projects approved since FY86 and that

ation and violence-which threatens the are currently active.
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Herzegovina, Cambodia, Croatia, Rwanda, and to manage and protect coral reefs. Operations to
Tajikistan. promote energy efficiency and pollution control

included a household energy project in Chad
Broadening t:he environmental agenda and pollution abatement projects in Argentina,

Eighteen stand-alone environmental projects China, and Egypt.
amounting to $902 million, and ten agriculture, The Bank continues to develop tools and
water, or urban development projects wvith a methodologies to help integrate environmental
strong environmental focus totaling $590 mil- principles into development planning. It has de-
lion, were approved in fiscal 1998. Cumulative veloped a set of social and environmental "safe-
active environmental projects-including in- guard policies" designed to protect people and
vestment projects to reduce pollution, protect natural resources from any adverse impacts of
ecosystems, and build environmental manage- development projects."i In the field of "green ac-
ment capacity-leveled off in fiscal 1998 after counting," indigenous efforts to develop re-
years of sharp increases (see figure 3-2). The lev- source and environmental accounts in Mongolia
eling off of the cumulative active portfolio re- and South Africa have been the focus of techni-
flects environmental projects approved in ear- cal assistance efforts in fiscal 1998, with first
lier years that have reached completion. This results from Mongolia feeding into the CAS.

trend is expected to continue as many earlier Joint wTork was initiated with China's State
projects are heading toward completion. Environmental Protection Administration to

The Bank's environmental agenda continued develop sustainable development indicators at
to broaden in 1998, embracing the concept that the provincial and city level, and with Mexico's
sustainable (development can only be achieved if Ministry of Environment, Natural Resources,
activities are sustainable at the global as well as and Fisheries to construct program impact
the local level. The direct and significant linkage indicators.
between domestic welfare and poverty allevia- EDI conducted subregional and national learn-
tion and the degradation of the global commons ing programs such as the "Economic Globaliza-
is well-established. In 1998 the Bank engaged in tion and Environmental Sustainability" program
some new partnerships and strengthened others. held in Central America, South Asia, and

Environnmental sustainability is the core of lo- Southern Africa. In Central America, separate
cal and regional economic development. Help- workshops were held for regional journalists and
ing countries improve environmental manage- the National Councils of Sustainable Develop-
ment capacity and mainstream environmental ment of Belize, El Salvador, Guatemala, and
sustainability principles into their development Nicaragua. And a program on national policy
programs is at the core of the Bank's business. A design in Costa Rica examined the positive im-
Bank loan t-o support the development of envi- pacts of appropriate water pricing on the man-
ronmental policy and legal and regulatory agement of protected areas.
frameworks in the Dominican Republic-the
Environmental Policy Reform Project-is illus- The global agenida
trative. Other projects are testing new instru- In line with measures outlined at the United
ments for environmental management, such as Nations General Assembly Special Session
in Uganda where the Institutional Capacity (UNGASS) on the Environment in June 1997, the
Project for wildlife and tourism is using innova- Bank continued to develop a forward-looking
tive approaches to institutional strengthening, strategy to support the objectives of the global
staff training, and public/private partnerships to
promote ecotourism. In fiscal 1998 the execu-
tive directors approved diverse support for
natural resources management, from a project 15. A compliance monitoring unit is being established in

the Environmentally and Socially Sustainable Development
in Vietnam to protect forests and promote sus- (EssD) Vice Presidency to ensure that Bank projects fully

tainable rural development to one in Indonesia comply with these policies.
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environment conventions,1 6 integrate global en- defining the circumstances under which large
vironmental concerns into CASs and economic dams are appropriate investments and, when
and sector work, and, where appropriate, set they are, with setting globally acceptable stan-
measurable corporate targets for activities to dards on how they should be planned, designed,
protect and improve the global environment. built, and operated.
Global overlay theme papers indicating how At the UNGASS meeting in June 1997, the
global environment issues can be incorporated Bank renewed its commitment to help reverse
into sector policy and investment planning have the global trend of forest loss and degradation
been completed for the agriculture, energy, for- and announced an international alliance with
estry, and transport sectors. These are being ap- the WVorld Wide Fund for Nature (WWF). Is In
plied in nine country and sector-specific opera- partnership with others, the alliance will work
tions, such as the Nepal Land Resources together to support countries to achieve (i) an
Management Study, which is identifying how additional 50 million hectares of effective new
land and forest management practices can be forest protected areas, plus a comparable area of
adjusted to better conserve the rich biodiversity existing reserves under effective protection; and
of Nepal's mountain forests. (ii) 200 million hectares of the world's produc-

A sector strategy paper on energy and the en- tion forests under independently certified sus-
vironment was under preparation during fiscal tainable management by the year 2005.
1998 using a consultative process with external The cooperation of the global timber industry
stakeholders via an open forum on the World is needed if these ambitious targets are to be
Wide Wleb. When completed, the strategy paper met. Thus, in fiscal 1998 the Bank's president
is intended to lead to a better understanding of convened the first meeting of chief executive
policy and lending priorities and to serve as the officers of the world's largest timber companies
basis for the development of country-specific to exhort them to take the lead in improving
assistance programs. With the government of the management and conservation of the
Russia and clorofluorocarbon (CFC) producers, world's remaining forests. As a result, joint re-
the Banik has developed a new initiative to search and planning is being undertaken by in-
phase Ol1t CFC production in Russia by 2000- dustry and conservation leaders to identify ways
which is crucial to curbing the supply of CFCS to reduce forest loss and degradation.
and ensuring success of phase-out activities for The Bank also embarked on an implementa-
other ozone-depleting substances funded under tion review of its 1991 forest policy paper"9 in
the Global Environment Facility (GEF) and the 1998. It will continue through fiscal 1999 and
Multilateral Fund for the Montreal Protocol will involve a wide consultation and strategy
(NIFMP). formation process.

Implementation of the 1993 Water Resources The Global Environment Facility and the
Management Policy' continued as a Bank prior- Montreal Protocol. The Bank serves as an imple-
ity in fiscal 1998. The policy stresses three prin- menting agency for both the GEF and the MFMP.

ciples: dealing with water comprehensively; en- It shares this responsibility with the United Na-
suring the participation of all stakeholders, tions Development Programme (UNDP) and the
especially communities, NGOs, and the private United Nations Environment Programme (UNEP)

sector; and managing of water as an economic
good. The Bank is an active participant in the
Global Water Partnership, a broad-based coali- tion to Comnbat DeoertificatogicaDiversity; the Conven-

tion focusing on improving the quality and na- tion on Climate Change; the u'.m Convention on the Law of

ture of technical assistance and cooperation in the Sea; and the Vienna Convention for Protection of the

water. The Bank was a prime plaver, along with Ozone Layer

International Union for the Conservation of Na- 1World Bank Pol9cv Ster Resources MaSyWhgeen.t: A

ture (IucN), in the formation of the World Coin- 18. WWF is known as the World Wildlife Fund in the

mission on Dams. The commission brings to- United States and Canada.

gether a wide range of stakeholders tasked with 19. WVorld Bank. 1991. The Forest Sector. Washington, D.C.
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and, in the case of the MFMP, with the United 72 percent of completed projects being judged
Nations Industrial Development Organization satisfactory in fiscal years 1995-97 compared
(UNIDO). The two programs cover four focal ar- with just 52 percent in 1989-91. The goal is to
eas: biodiversity, climate change, ozone deplet- achieve an 80 percent satisfactory rating by
ing substances, and international waters. 2002.

By the end of fiscal 1998, World Bank man- Bank-supported rural strategies are raising the
agement approved eighteen GEF projects for a emphasis of rural development particularly in
total of $939 million in GEF resources, which are the twenty-two focus programs, which are in-
leveraging another $4,100 million in tended to accelerate rural development by le-
cofinancing. The GEF'S second replenishment, veraging incremental activities (assisted by $6.5
agreed by the GEF Council in March 1998, will million funded under the Strategic Compact).
make available a further $2,750 million for eli- These activities in 1998 included rural strategies
gible projects for global environment manage- for India, Morocco, and Vietnam; a water man-
ment over the next three years. agement strategy in the Middle East and North

By the end of June 1998, Bank management Africa region; and analysis of cross-country agri-
had approved 379 investment subprojects total- cultural policy issues by countries seeking ad-
ing $270 million of MFMP funding: of these, 51 mission to the EU.

subprojects totaling $42 million were approved Demand for Bank support for rural projects is
in fiscal 1998. Projects approved during fiscal growing: the pipeline for agricultural and rural
1998 will ph(1ase out 15,000 tons of ozone de- development projects for fiscal 1997-99 average
pleting substances, bringing the cumulative some fifty-seven new projects per year, up from
phaseout of the ozone-depleting potential, ac- forty-six per year in fiscal 1994-96. In fiscal
complished with MFMP support through the 1998, lending for rural development projects to-
Bank, to 30,000 tons. This represents about 15 taled $3,162 million, and included projects sup-
percent of total CFCS consumed in all develop- porting rural transport and rural water supply
ing countries in 1994. Of special note is a $62 and sanitation.
million program to phase out the production Collaboration among partners is stronger and
and consumption of halons in China (the richer, and many new alliance-building initia-
world's largest producer of such substances). tives were launched or strengthened in fiscal

1998:
Revitalizing rural development * Land Reform Network. The Bank, the Food

In fiscal 1998 the Bank published its new ru- and Agriculture Organization (FAO), and the In-
ral strategy paper,20 and selected rural develop- ternational Fund for Agricultural Development
ment as one of the top six areas of emphasis for (IFAD) are supporting a network for countries
the next few years. Nearly three quarters of with programs of negotiated or market-assisted
poor people in developing countries live in rural land reform. It provides a forum for exchanging
areas so it ls essential to focus on rural econo- ideas and information and finding solutions to
mies if poverty is to be reduced. Effective rural common problems.
development also contributes to food security * Integrated Pest Management Facility. Jointly
and helps protect the environment by making sponsored by the Bank, FAO, UNDP, and UNEP, the
land and water use more efficient. This is criti- facility is providing experts to help design pro-
cal if the world is to feed a rapidly growing jects using innovative pest management tech-
populatiori-estimates suggest population could niques that limit farmers' exposure to harmful
grow by 45 percent over the next thirty years. chemicals and protect the environment.

The revitalization of the Bank's work on rural * Fisheries research. Established at the FAO in
development is showving demonstrable results. Rome with Bank support, research is yielding
The Operations Evaluation Department (OED) ways to conserve and manage marine and inland
evaluations show that projects are now per-
forming much better than in recent years, with 20. World Bank. 1997. Rural Development: From Vision to

Action. Washington, D.C.
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fishery resources, increase fish productivity, un- to adopt environmentally friendly ways of con-
derstand the dynamics of fishing communities, trolling insect damage.
and the socioeconomic consequences of govern- The Consultative Group on International
ment fishery policies. Agricultural Research

* Decentralization anid rural development. An The Consultative Group on International Ag-
international network-with FAO, the German ricultural Research (CGIAR)'2 exists to mobilize
Agency for Technical Cooperation (GTZ), IFAD, the best in agricultural science on behalf of the
the Swiss Development Corporation, the world's poor and hungry. It fulfills its mission
United Nations Capital Development Fund through a network of sixteen international agri-
(UNCDFj, and CNDP-provides a forum for practi- cultural research centers.
tioners, policymakers, and scholars to share ex- Fifty-seven developing and developed coun-
periences and coordinate activities in support of tries, private foundations, and regional and inter-
rural development using decentralized partici- national organizations, including the Bank, col-
patory strategies. lectively support the CGIAR. In 1997,23 CGIAR

* Popuilar Coalition to Eradicate Poverty and contributions totaled $320 million, up from the
Hunger Hosted by IFAD with Bank participation, previous year's $304 million. Newv Zealand,
the coalition has been formed to support activi- Peru, Portugal, and Thailand joined the CGIAR

ties to improve the ability of poor people to in 1997.
gain or protect their access to productive re- The CGIAR's research is critical to supporting
sources (land, water, and forests) and the tools the Bank's commitment to environmentally and
and processes to manage them. socially sustainable development and its re-

in fiscal 1998 the Decentralization, Fiscal Sys- newed focus on rural development. Some 300
tems and Rural Development Research Program research projects are aimed at finding ways to
was completed, and the results were presented increase agricultural productivity (40 percent);
at the Technical Consultation for Decentraliza- strengthen national agricultural research sys-
tion at the FAO. The research was carried out to tems (21 percent); protect the environment (17
understand the impact of decentralization on percent); improve policies (1 1 percent); and
rural service delivery, economic growth, and save biodiversity (1 1 percent).
poverty ,reduction, and to identify which pro- A review of the CGIAR system began last year
grams and strategies work best. The research in- and will be completed by the end of 1998.
dicated positive results from decentralization: it
can increase participation, improve the account- Promoting finance, private sector, and
ability and responsiveness of government, and infrastructure development
lead to programs and projects that better match The finance, private sector, and infrastructure
local preFerences and are, therefore, more sus- development programs of the World Bank
tainable. It also indicated that to work well, Group (the Bank, IFC, and MIGA) were strength-
programs must include strong enforceable sys- ened in fiscal 1998 to improve client service
tems of monitoring and evaluation by citizens through stepped up delivery of assistance-for
and central governments, and mechanisms to financial sector development, private sector de-
ensure participation of the rural poor-not just velopment, energy, mining, telecommunications,
the rural elite. Lessons learned are being used
to design more effective rural development pro- 21. Schillhorn van Veen, Tjaart, Douglas Forno, Steen Joffe,

grams. Dina Umali-Deininger, and Sanjiva Cooke. 199 7. Integrated
The report Integrated Pest Management: Strate- Pest ,Management: Strategies and Policies for Effectioe
The report Itltegralted Pest Manlageivent: Strate- Implemnenitation. Environmentally and Socially Sustainable

gies and Policies for Effective Implementation2 ' re- Development Studies and Monographs Series 13. Washing-

leased in Fiscal 1998 examined the impacts of ton, D.C.: World Bank.

policies and regulations on farmers' decisions 22. The CGTAR issues its own annual report which can be
obtained from the CCIAR Secretariat, 181i H Street, NW,

and set out an approach for encouraging farmers Washington, D.C. 20433; tel (20 2)4, 3-8951, fax.

202)473 -81 1O. For m ore information, see: wxwsv.cgiarnorg

23. The Cci,tR's fiscal year is from January l-December 31.
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FIGURE 3-3 IBRD and IDA Lending to Sectors with Potential for Private Sector
Involvement, FiscalYear 1998
(US$ millions)
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transport, urban development, and water sup- growth in client countries; in fiscal 1998, new
ply. Operations in these sectors were designed investment approvals totaled $3,417 million,
to help client countries strengthen their policy with an additional $2,513 million in loan syndi-
environment to facilitate private sector devel- cations and underwriting Major efforts were un-
opment, encourage private sector participation dertaken at the country level to take advantage
in infrastructure and social sectors, and build of fFc-World Bank synergy, especially in infra-
technical and managerial capacity. Bank assis- structure privatization, mining, oil and gas, and
tance to these sectors increased by almost two- telecommunications.
thirds in fiscal 1998, largely because of the NtIUGA'S political risk insurance, covering equity
Bank's response to the East Asian financial cri- and debt investments in companies, and MIGA's

sis, but also because of increased demand for investment promotion work are frequently uti-
energy, industry and mining, and urban devel- lized in conjunction with other Bank operations,
opment support (see figure 3-3). guarantees, and technical assistance. MIGA issued

The Quality Assurance Group (QAG) re- $830.8 million in total coverage in fiscal 1998,
viewed project quality in the FPSI sectors in two its highest level yet, facilitating about $6,100
studies during the fiscal vear. The first, on million in foreign investment in twentv1-six
projects at risk, found some improvement- member countries. MIGA's Board of Executive
about 5 percent-with increases in quality for Directors also approved a recommendation for a
the financial sector, oil and gas, urban develop- $1 billion recapitalization package to the Coun-
ment, and water and sanitation. The second, a cil of Governors. The funding consists of an
study of 100 projects out of 247 projects ap- $850 million general capital increase ($150 mil-
proved by the executive directors in calendar lion paid-in and $700 million callable capital)
1997, showed that project quality at entry was and a grant transfer from the IERD, which will
somewhat higher in the FPSI sectors than in enable further expansion of MIGA's activities.
other sectors of the lending program. Fully 90
percent of the FPSI projects were judged to be Guarantees
good to satisfactory in this study. Attention to The World Bank's partial risk and partial
quality is riot only pursued through ex-post re- credit guarantees help catalyze private invest-
views of this kind, but also through better ment for priority investment projects. The prod-
knowledge management that imparts lessons uct continues to be integrated into the Bank's
learned in the timely va)y to Bank staff develop- CAss and operations, complementing the risk
ing new projects. mitigation products offered by NIGA and IFC.

IFC loans, lines of credit, quasi-equity and eq-
uity investments also facilitate private sector
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In 1998 the active pipeline of more than involvement in the operations of state compa-
thirty projects showed more diversity than the nies through concessioning, management con-
earlier focus on the power sector, by including tracting, partial privatization, and mass privati-
water and transportation projects. A large pipe- zation programs. Microfinance and small- to
line is critical in the project finance business be- medium-scale enterprise development that en-
cause of the complexity of transactions and the courage small business development also are
high attrition rate. The East Asian financial cri- rapidly expanding elements in the Bank's menu
sis, and its effects on other emerging markets, of assistance.
slowed project finance significantly in 1998 and In Eastern Europe, for example, the Bank is
delayed some of the Bank's guarantee opera- helping client countries handle difficult second-
tions. The Bank's board approved an innovative generation privatization challenges including
guarantee operation for the Jorf Lasfar Power addressing the lack of managerial capacity in
Project in fiscal 1998, the first independent small, newly privatized businesses; weak corpo-
power project in Morocco. Selected as one of rate governance; and lack of financial sector
the fifteen best project finance deals of the year transparency. In fiscal 1998 the Bank provided
by Project Finance magazine, the partial risk technical assistance-often in partnership with
guarantee supports a DMo 313 million commer- other donor grant funds and with client country
cial bank syndicate by protecting against the po- government resources-to Belarus, Russia, and
litical risk of nonpayment of various contractual Uzbekistan to finance local consulting services
obligations. to small businesses still unsure of their strategy,

The executive directors also approved two direction, and operating procedures. Lines of
new applications of the guarantee program: (i) credit and grants are being made available on a
the IBRD Enclave Guarantee for IDA-Only Coun- matching basis to business owners to hire local
tries; and (ii) the IDA Guarantee for IDA-Only advisers to assist in a full range of business top-
Countries (see box 3-2). Many IDA-only coun- ics including strategic planning, financial ac-
tries have undertaken successful macroeco- counting, and marketing. In Lithuania a dozen
nomic reforms and have improved their busi- local consulting firms sprang up to provide busi-
ness environments, which have increased their ness administration services to about 100 com-
appeal for private investors. panies under a $5 million Bank loan.

In fiscal 1998 the Bank increased project fi- Bank services to support privatization in fiscal
nance advisory services on structuring specific 1998 included preparation and dissemination of
transactions and enhancing creditworthiness in competitiveness benchmarks for use by clients
Brazil, China, and Turkey. It also supported and seeking intercountry comparison, training for
advised the governments of Colombia and the utility regulators (over 300 regulators from fifty
Philippines on ways to better manage their con- countries) and loans, such as that which sup-
tingent liabilities and establish guarantee frame- ports the Colombia Regulatory Reform Project
works for infrastructure projects. to strengthen the legal and regulatory frame-

work governing a number of major utilities.
Private sector developmnent The new Business Partners for Development

Helping clients develop vibrant private sec- was launched this year with private sector part-
tors is one of the Bank's principal development ners. This alliance enables private companies to
goals as it provides jobs to fast-growing working set up locally based, development-oriented
populations, creates fiscal space for poverty re- projects in four thematic areas (education, natu-
duction programs, and helps client countries ral resources, water and sanitation, and youth
compete in the rapidly changing global development) in Bank client countries. Projects
economy. are funded by the private sector, the Bank, and

The Bank is helping improve business envi- other official donors. Under the program, natu-
ronments by supporting economic policy re- ral resource companies in Angola's mining re-
form, promoting strategies for country competi- gion are funding a series of social sector com-
tiveness, and encouraging private sector
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microfinance programs has impressed interna-
BOX 3-2 THE BANK'S NEW tional as well as client country institutions, both
GUARANTEE INSTRUMENTS public and private. Conservative estimates

IBRD Enclave Guarantee for IDA-Only project that eighteen retail microfinance institu-
Countries tions working with CGAP in1 1997 will expand

The IBRD will provide partial-risk guarantees their outreach from 180,000 very poor clients
(generally non-accelerable) for private lenders to in 1996 to 500,000 in 1999. And they expect to
enclave projects to those countries that are eli- be financially sustainable and capable of lever-
gible for concessional lendingfrom IDA, excluding aging commercial capital over the next one to
countries that also receive loans from the iBRD. four years. The CGAP Secretariat facilitates shar-
The guarantee will be provided only for export- ing of global best practice through seminars,
oriented, commercial projects expected to gener-
ate foreign exchange and where there are ad- pbiations, adloca tnirogms; helps
equate arrangements to ensure that the borrower cate suportive plc enironm e coordi-
will be able to meet its obligations to the IBRD. nates donor activities; and monitors the progress
Risks covered by the guarantee are similar to of microfinance programs worldwide.
those covered by the IBRD except that the Bank To date, the CGAP Secretariat has funded fifty-
will not guarantee third-party payment obliga- eight innovative programs: they include the
tions, nor will it guarantee currency-transfer risk. Foundation for International Community Assis-

tance (FINCA)'S technical assistance hubs in Latin
IDA Guarantees for IDA-Only Countries America and East Africa, which reach more

To ease the transition in countries that are than 70,000 clients, and the Kenya Rural Enter-
clearly on a policy reform path, IDA will offer par- prise Program (K-REP) that is being transformed
tial-risk guarantees to private lenders against into a commercial bank to serve poor clients.
country risks that are beyond the control of inves- Another group, the Society for Helping Awak-
tors and where the official agencies and the pri-
vate market currently offer insufficient insurance enin Rual Poor thru ducationSrea in

coveage D guaantes re bingoffred unde India plans to more than double its outreach tocoverage. IDA guarantees are being offered underr

a $300 million pilot program basis to mitigate 11,000 poor clients.
the same risks covered under the IBRD partial- Another partnership, the Japan-sponsored
risks guarantees and may be used for private in- Privatization Trust Fund, supporting technical
frastructure projects where an IBRD enclave guar- assistance, is successfully operating in fifty coun-
antee is not available. tries. Some twenty-five projects initiated in

fiscal 1998 cover air transport privatization,
municipal privatization, privatization imple-

munity development projects with the local mentation services-such as support to
government and local NGOS. Sri Lanka's Public Enterprise Reform Commis-

Through a new infrastructure privatization sion-and small farm commercialization
program funded by the government of Japan, in Africa.
country infrastructure assessments are being
prepared, such as in India, and freestanding Financial sector development

technical assistance is being provided, such as an Assistance to the financial sector intensified
awareness-raising workshop on privatization for dramatically during fiscal 1998 as the East Asian
parliamentarians in Uganda. The facility, jointly financial crisis unfolded. The Bank provided
managed with the iFc, helps countries quickly to crisis-related lending to Indonesia, the Republic
identify feasible privatization opportunities and of Korea, and Thailand totaling $5,400 million
bring global experience to bear on implement- (see box 2-2) and provided extensive technical
ing them. assistance on financial sector policies, bank asset

Other partnerships have expanded and resolution, and corporate governance issues re-
matured, including the Consultative Group for lated to the crisis.
Assistance to the Poorest (CGAP) involving At the 1997 World Bank Annual Meetings in
twenty-five donor countries. The success of
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Hong Kong, the Bank described the issues raised analyze financial sector vulnerability The assess-
by the East Asia crisis, the basis for related imf- ments provide the framework for an enhanced
WVorld Bank coordination and additional actions policy dialogue and increase the level and qual-
planned. These included: ity of the Bank's policy-level interactions with

* systematic monitoring and in-depth analysis the client. In many countries this analysis is fol-
of countries at risk; lowed by an essential technical assistance pack-

* cemmitment of additional budget resources age (ETAP), culminating in the preparation of
to assist countries at risk; technical assistance support. Client countries

* increased emphasis in country assistance facing financial crisis may also need follow-on
strategies (CASS) on financial sector work; lending to address urgent policy and institu-

* recruitment of more financial sector special- tional requirements for financial sector
ists; strengthening. The Bank is also intensifying its

* enhanced training of Bank staff on financial monitoring of financial sectors to help identify
sector issues; emerging problems.

* better mechanisms for deploying staff and The Capital Market Development Program,
resources to financial crises; and which aims to promote rapid growth of debt

* greater use of expert staff from member markets and other capital markets that are es-
countries. sential for reducing financial sector vulnerabil-

Subsequently, at the G-8 Summit in Birming- ity, is a major new dimension in the Bank's fi-
ham, U.K., in May 1998, the heads of state or nancial sector assistance program. The objective
government of the eight major industrialized is to help accelerate development of local long-
countries expressed concern about the impact of term debt and equity markets to mobilize do-
the regional crisis on the poor and most vulner- mestic savings and reduce countries' reliance on
able. They agreed that economic and financial volatile foreign capital, particularly short-term
reforms should be matched with actions and bank loans. Instruments to nmobilize capital for
policies by the countries concerned to help pro- long-term project financing, secondary-debt
tect these groups from the worst effects of the market liquidity, and asset-based securitization
crisis; and the heads of state welcomed the sup- are included. The Bank also strengthened its
port of these efforts by the World Bank, the capital markets institutional assistance pro-
Asian Development Bank, and bilateral donors gram-with efforts underway this fiscal year in
and the increased emphasis on social expendi- Brazil, India, the Republic of Korea, Mexico, the
ture in programs agreed to by the oar. Philippines, Romania, and Thailand.

Staff and resources for support of the financial Other elements of the Bank's financial sector
sector were severely stretched as the Bank re- assistance program are:
sponded to the needs of East Asia while also * Joint technical assistance, with support
supporting countries in other regions facing fi- from the government of Japan's Policy and Hu-
nancial sector vulnerabilities. The executive di- man Resource Development (PHRD) Fund, for
rectors therefore authorized up to an additional financial sector assistance in Asian countries;
825 million annually, for two years, to establish country programs have been approved for
the Special Financial Operations Unit to concen- Indonesia, the Republic of Korea the Philip-
trate exclusively on crisis countries. To date, In- pines, and Thailand.
donesia, the Republic of Korea, and Thailand * The Asia-Europe Meeting (ASENt) Trust
have been so covered. In addition, the resources Fund-a collaborative response to the East
are helping to expand the Bank's assistance to Asian financial crisis by European donors. Con-
vulnerable countries for crisis prevention assis- tributions will be split roughly 50-50 between
tance and longer-term financial strengthening. support for financial anid social sector assistance

The Bank's expanding assistance for the finan- programs.
cial sector features a number of distinct prod- * The Toronto International Leadership Cen-
ucts, including highly focused and action-ori- tre for Financial Sector Supervision-a joint
ented rapid financial sector assessments, which governiment of Canada-World Bank center that
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TABLE 3-3. WORLD BANK PPI OPERATIONS, FISCAL YEARS 1988-98

Latin America Middle East
East Asia Europe and and the and

Instrument Africa and Pacific South Asia Central Asia Caribbean North Africa Total

Adjustments: Single Sector 5 0 0 2 1 1 9
Adjustments: Multisector 2 1 0 4 7 1 15
Technical assistance 6 2 1 1 16 0 26
Investment lending 44 31 21 25 34 10 165
Guarantees 0 4 2 0 1 2 9

Total 57 38 24 32 59 14 224
of which: increase in FY98 (9) (9) (3) (13) (11) (3) (48)

offers specialized short-term training programs most critical bottlenecks in commercial and
for senior financial managers from member technical services to customers. One of the larg-
countries, and agencies and organizations con- est state power distribution companies is being
cerned with the financial sector. privatized under this operation.

* The EDI's activities, such as the "Preventing * The Sao Paulo Integrated Urban Transport
Bank Crises: Lessons from Recent Global Project in Brazil that is helping transfer the
Failures" workshops-which share lessons of transport company's operations to a private con-
experience with central bank, finance ministry cessionaire to improve efficiency, expand subur-
officials, and. bank executives (workshops were ban service, and establish more effective re-
held in the United States and Singapore in fiscal gional transport coordination.
1998)-and work to help set up training and * The Cesme-Alacati Water Supply and Sew-
research centers on financial issues (such cen- age Project in Turkey that provides for hiring
ters in Buenos Aires and Abidjan are delivering and monitoring the performance of a private
training and research on local regulatory operator, which will improve water and sewage
problems). services; this is a first, but important, step in

privatization. The project also improves the
Private provision of infrastructure (PPi) municipality's capacity to limit adverse environ-

About 15 percent of infrastructure project in- mental effects.
vestment in Bank client countries comes from The World Bank Group (the Bank, IFc and
the private sector. But a major jump in private MIGA) work closely so that programs are consis-
participation is required to meet the more than tent, and duplication and gaps are avoided in
$250 billion needed for investment in infra- meeting client needs for technical assistance and
structure over the next decade. The Bank's lend- project finance. Joint support for infrastructure
ing program supports this evolution by wvorking development was particularly notable in fiscal
with counties to build private sector participa- 1998 (see box 3-3). The new public-private ven-
tion elements into the infrastructure projects it ture, the Solar Development Corporation is il-
finances. In fiscal 1998, forty-eight Bank-sup- lustrative. This equity investment by the Bank
ported projects included PPi components (see Group and major U.S.-based foundations will
table 3-3). result in a retail market for photovoltaic solar

Examples of pathbreaking PPi operations ap- home systems in developing countries. The ven-
proved during fiscal 1998 include: ture is being prepared for eventual ownership

* The Haryana Power Sector Restructuring by private investors. The Bank and the IFc have
Project in India that establishes a new legal, also mounted joint efforts to evaluate private
regulatory and institutional framework for the power development options in Bangladesh and
power sector; initiates the privatization of Panama. An iFc-World Bank study on environ-
powver distribution; and resolves some of the mental issues in India's power sector was also
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prepared. And support for privatizing Panama's rate restructuring in Indonesia and the Republic
electric power distribution company includes of Korea.
Bank-funded technical assistance, while the IFC The Foreign InvestmentAdvisory Service (FIAS).

is taking equity and managing the sale of the In fiscal 1998 FIAS24 completed forty-six new ad-
company to private investors. visory projects in thirty-eight countries. Projects

The sector strategy paper on energy and envi- focused on poorer countries and countries re-
ronment that was under preparation during fis- orienting their economies toward greater open-
cal 1998 was an [FC-World Bank effort. One ness. The trend toward reform and the realiza-
outcome of the strategy will be increased atten- tion that foreign direct investment (FDI) can
tion to energy and environment issues in the provide tangible benefits to the host economy is
CAS process. China's Energy Conservation illustrated by the use of several FIAS products:
Project, approved in fiscal 1998, reflects the * Projects aimed at developing and/or
strategy's emphasis on making markets work ef- strengthening strategies for national investment
fectively as a means of improving energy effi- promotion agencies were completed for eight
ciency and reducing demand for energy-thus countries ranging from Fiji to Croatia to the
reducing the associated pollution that excess Dominican Republic.
energy use causes. Under the project, innovative * Analyses of the legal environment for for-
energy management companies have been set eign investment and incentive regimes were re-
up to make self-sustaining energy efficiency in- quested by more than ten countries.
vestments through energy performance con- * An initiative to assist small island econo-
tracting, especially in industrial enterprises. mies continued, with seven projects completed
Similar energy efficiency projects are being pre- in individual Pacific Forum countries and re-
pared in Argentina and Brazil and a number of gional training programs implemented through
energy-environment reviews will be undertaken the Forum Secretariat.
with financial support from the Energy Sector * Egypt, Indonesia, Mali, and the Philippines
Management Assistance Program. sought assistance to identify administrative bar-

Both the IFC and CGAP invested in the Kenya
Rural Enterprise Program (K-REP): the IFC in- 24. HAS is a joint iFc-World Bank program that provides

vested $1 million and CGAP provided $750,000 advisory services to governrments to help them improve the

for a management-employee stock ownership policy and institutional environment for foreign private
direct investment. The program is funded ky the Bank, the

plan to enable K-REP to convert to a bank. The IFC, other donors, and paying customers from the countries

Bank and the IFC cooperated to support corpo- that receive advice.

BOX 3-3 JOINT WORLD BANK GROUP SUPPORT FOR INFRASTRUCTURE
DEVELOPMENT

By working together, the lWorld Bank and the iFc * joint work advocating private participation in
more effectively support client needs. In the case of the water sector, disseminating good practice ex-
infrastructure development and privatization, a amples, and holding seminars worldwide;
number of innovative joint programs were under- * IFc inputs sought early to ensure that potential
way in fiscal 1998: private investors' or lenders' concerns were taken

* collaboration on rail concessioning in Brazil; into account at the beginning of the privatization
* Bank-financed technical assistance helping pre- process such as in Ecuador; and

pare a concession for a Buenos Aires water utility * a jointly financed study and advisory services to
and the IFc subsequently investing in the company; the newly privatized AirAfrique, which provided

* continued Bank support to develop Argentina 's background on the status and perspectives of air
regulatory capacities, along with investment in transport in the region.
smaller cities not yet viable for iFc investments;
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The private sector is
the engine of long-
term growth. To
encourage private
entrepreneurs to
invest and flourish,
the Bank is helping
countries establish
stable and open
business climates
with access to credit
and sound financial
systems.

riers to investment, hoping to pave a smoother Strengthening its financial sector capacities
road to greater levels of FDI. by establishing a Special Financial Operations

t Indonesia, the Philippines, and Thailand re- Unit to deal with crises situations; preparing fi-
ceived advice on investment promotion schemes nancial sector assessments in countries with
for specific regions within those countries, weak financial systems; and expanding efforts to

* FIAS participated in the post-conflict reha- build staff expertise.
bilitation of Bosnia and Herzegovina by assisting * Helping client countries manage the social
the state and entity governments to draft a for- consequences of the crisis by protecting public
eign investment policy that sets the foundation expenditures targeted for the poor; enhancing
for bringing investment back to that region. the quality of social services; improving the de-

sign and financing of social funds; and strength-
Managing private capital flows ening social security systems for the unem-

ployed and the elderly.
The rapid increase in private capital flows to * Strengthening collaboration with the IMF, in

developing countries during the 1 990s has been both crisis and noncrisis countries. Recognizing
accompanied by a high degree of volatility, par- the increasing interlinkages between macro- and
ticularly in the case of portfolio flows. This was microeconomic dimensions of the crisis, and be-
witnessed in Mexico in 1995 and East Asia in tween short- and long-term development, the
1997. Bank will undertake strengthened and regular

The Ban!k's specific interventions to respond assessments of structural policies and gover-
to the East Asian financial crisis are discussed in nance at the sector and corporate levels to
more detail in Section Two. But the crisis has complement the IMF'S surveillance at the macro-
significant implications for emerging markets economic level. Country assistance strategies
outside of the region as well. The Bank moved (CASS) will be stronger as a result and will help
rapidly to assess these implications and to posi- the Bank respond in crisis situations and help
tion itself to deal with the global consequences prevent future crises.

of the crises by: * Undertaking jointly with its partners, in-
cluding the IMF, analysis of lessons learned from
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TABLE 3-4. ADJUSTMENT LENDING RISES IN RESPONSE TO THE CRISIS
IN EAST ASIA

FY96 FY97 FY98

S Million Percent $ Million Percent $ Million Percent

Adjustment commitment by region
Africa 1,138 25 693 14 818 7
East Asia and Pacific 130 3 10 0 5,685 50
Middle East and NorthAfrica 710 16 195 4 180 2
Latin America and Carribean 1,028 23 1,011 20 1,589 14
Europe and CentralAsia 1,500 33 3,174 62 2,768 25
South Asia 3 0 3 0 250 2

Adjustment commitment by sector
Finance 570 13 895 18 6,067 54
Multisector 1,410 31 1,906 37 1,803 16
Other 2,530 56 2,285 45 3,420 30

IBRD and IDA adjustment commitments
Debt reduction loan 30 1 183 4 85 1
Rehabilitation import loan 65 1 120 2 10 0
Sector adjustment loan 3,325 74 2,671 53 2,051 18
Structural adjustment loan 1,090 24 2,112 42 9,143 81

IBRD 6r1id IDA adjustment commitments
IBRD 2,830 63 4,138 81 9,935 88
IDA 1,679 37 948 19 1,354 12
Total adjustment loans 4,509 100 5,086 100 11,289 100

Total Vl7orld Bank commitments
IBRI) 14,656a 14,525 21,086
IDA 6,861 4,622 7,508
Total IBRD + IDA 21,517 19,147 28,594
Share of adjustment loans 21 27 39

a. Includes the refinanced/rescheduled ouerdue charges of $168 million for Bosnia and Herzegovina.

the East Asian crisis with special attention to government with its capability; adopting sound
the relationship between public, financial, and legal and regulatory frameworks for private sec-
corporate sectors. tor activity; establishing a strong and motivated

* Increasing commitments and disbursements civil service; setting up sound budgeting and fi-
under adjustment loans to help countries re- nancial management systems; putting effective
spond to the crisis (see table 3-4t). watchdog institutions in place; and providing a

capacity to detect, investigate, and prosecute
Strengthening public governance fraud and corruption when it occurs.

The East Asian financial crisis drew attention The board of Executive Directors approved a
to the close linkages between corporate gover- new anticorruption strategy in fiscal 1998.2'
nance mechanisms and public sector gover- The Board noted that corruption must be ad-
nance. Failures and lack of accountability in the dressed as part of a broad and integrated strat-
private and public sectors often go hand in hand World Bank. 1998. Helping Countries Combat

and can result in widespread corruption. Con- Corruption: The Role of the World Bank." Washington,

trolling corruption requires matching the role of D.C., Public Sector Management Departmelnt
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egy for improving public sector performance In many countries central governments are
and economic and sector policies. The strategy decentralizing some of their political, fiscal,
guides Bank activities at four levels: preventing and/or administrative responsibilities to lower-
fraud and corruption in Bank financed projects; level governments and to the private sector. De-
helping countries that request Bank assistance centralization is particularly widespread in de-
in efforts to reduce corruption; taking corrup- veloping countries for a variety of reasons: the
tion more explicitly into account in CASs; and advent of multiparty political systems in Africa;
adding voice and support to international ef- the deepening of democratization in Latin
forts to reduce corruption. However, success in America; the transition from a command to a
dealing with corruption depends on whether market economy in Eastern Europe and the
there is a strong demand for reform. former Soviet Union; the need to improve de-

In 1998 the Bank helped countries diagnose livery of local services to large populations in
the size and nature of problems using survey the centralized countries of East Asia; and the
data and newv diagnostic tools. It is helping challenge of ethnic and geographic diversity in
countries: South Asia (see box 3-43.

* improve financial management and pro-
curement in Bank-financed projects to ensure Supporting Bank programs through research
that opportunities for fraud and corruption are The World Bank's activities and lending pro-
minimized and resources are used efficiently to grams are grounded in knowledge about devel-
achieve their intended purposes; opment processes that is gathered and distilled

* develop anticorruption strategies (underway from research of client experience. This re-
in some nineteen countries) and integrate them search is periodically evaluated to assess to what
into broader public sector reform programs; extent it has increased the Bank's understanding

e implerrment broader public sector reforms in of development, supported its research capacity
borrower countries such as Ecuador, Russia, and building in client countries, improved policy ad-
Venezuela; and vice, and supported operations.

- assess the costs of corruption and build a Following up on earlier reports of the exter-
consensus for concerted action, drawing on ex- nal impact of Bank research and research capac-
perience in countries that have successfully ity building, in fiscal 1998 the Bank conducted
combated corruption. a comprehensive evaluation of the contribution

BOX 3-4 WORLD BANK SUPPORT FOR DECENTRALIZATION

Whatever its origins, decentralization can have Africa region at 19 percent, and least prevalent in
significant repercussions for resource mobilization the East Asia and Europe and Central Asia regions
and allocation, macroeconomic stability, service de- at 6 percent.
livery, and equity. In addition to sector specific support, the executive

A growing number of Bank-funded projects are directors have agreed that the Bank may support de-
supporting sectoral decentralization strategies. centralization through loans to subnational govern-
Twelve percent of all projects completed between fis- ments. Although such loans will necessarily be guar-
cal years 1992 and 1997 involved decentralizing anteed by the central government, the loans would
reponsibilities to lower levels of government: some 43 otherwise be negotiated and undertaken by indepen-
percent of urban development projects, 2 7 percent of dent local governments whose capital markets would
health projects, 26 percent of social funds, and 16 eventually pennit them to borrow directly. Such loans
percent of environment projects. Projects with decen- can be both project-specific and state-level structural
tralization components are most prevalent in the adjustment loans.
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its research makes to Bank operations and advi- adoption of structural adjustment programs-
sory capacity. Focus group discussions, struc- programs widely criticized for increasing pov-
tured inVterviews, and surveys revealed that Bank erty, inequality, and unemployment. The Struc-
research is widely used in discussions with cli- tural Adjustment Participatory Review Initiative
ents, in preparing economic or sector analyses, (SAPRI) is a study unprecedented in the composi-
and at all stages of project development and tion of its research team, combination of tradi-
implementation. It showed that Bank operations tional economic approaches and techniques
staff want research to show them how to iden- from political economy, and participatory pro-
tify best policies and how to implement them. cesses. SAPRI is being conducted with national
They also want more research on social issues, governments and the World Bank by a broad
political economy and institutional develop- network of some 500 NGOs and civil society or-
ment, public sector and civil service reform, and ganizations-many vehemently critical of struc-
implementing privatization and liberalization in tural adjustment. In the seven subject countries,
different sectors. information disclosure policies have been

Financial sector liberalization, without the adopted, national steering committees formed,
requisite institutional development and regula- and national forums conducted. And voices are
tory reform, contributed to the central chal- being heard that were previously silent.
lenge facing the Bank and its members in fiscal Bank research published in fiscal 1998 illus-
1998: the financial crisis in East Asia. The prob- trated how the AIDS epidemic also is forcing gov-
lems underlying the crisis were addressed in ernments and donors to deal directly with
two major research efforts. The annual Global groups that society not only does not hear, but
Development Finiance (GDF) provides comprehen- usually shuns. The importance of early preven-
sive information on international capital flows. tion, and directing prevention efforts to sex
Researchi underlying GDF 199826 shows that high workers and those who inject drugs, are the cen-
savings and low inflation rates in East Asian tral conclusions of the major research program
countries diverted attention from lax financial on HIV/AIDS, which is detailed in Confronting AIDS
sector regulation, disclosure, and supervision, Public Priorities in a Global Epidemic.2" Although
which encouraged and obscured the growth of 90 percent of all Hiv infections occur in develop-
high-risk investments and mismatches between ing countries, half of the population in the de-
the maturities of assets and debts. Private veloping world live in countries in which there is
Capital Flows to Developing Countries 19972` re- still time to prevent widespread epidemics. But,
views the causes and effects of increased finan- as the major message conveyed by this research
cial integration and instability, and analyzes the shows, early action is urgent.
role of macroeconomic and domestic financial
sector reform in attracting and managing
capital inflows.

The process and effects of global integration 26. World Bank. 1998. Global Development Finance 1998.

range far beyond financial markets, however. Washington D.C.

Global Economic Prospects 199828 investigates 27. World Bank. 1997. Private Capital Flows to Develuping
the adjustment costs of liberalization, the ef- Countries 1997. New York: Oxford Universitv Press.

28. World Bank. 1998. Global Econornic Prospects 1998.
fects of globalization of production, and the im- Washington D.C.

plications of predicted rapid growth in the larg- 29. World Bank. 1997. Confronting AIDS: Public Priorities inz

est developing countries. a Globzzl Epidemnic. New York: Oxford University Press.

Much AWVorld Bank assistance since the 1 980s
was made contingent on the recipient countries'
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SECTION FOUR WORLD BANK EVALUATIONS, OPERATIONS

AND ADMINISTRATION

Fiscal 1998 was marked by to utilize the lessons of experi- In fiscal 1998, OED reviewed

continued improvement in the ence and signal the need for 288 implementation comple-

quality and quantity of the corrective action in a timely tion reports prepared by re-
Bank's operational work, in- manner-are at the center of gional offices; issued project

cluding greater development the Strategic Compact. There- performance audits for sev-

effectiveness by the Bank and fore, work to improve moni- enty-two completed opera-

better products and services toring and evaluation and dis- tions; and completed impact

for clients. Highlights for the seminate evaluation findings evaluation reports for eight

year include: took high priority in fiscal projects and nine sectors,
* The satisfactory outcome 1998. along with four sector policy

rate for Bank operations rose Operations evaluation. Un- evaluations.' These products
from 68 percent for operations der the aegis of the executive are used as building blocks for

evaluated in fiscal 1997, to 72 directors' Committee on De- major evaluation studies: (i)

percent for operations evalu- velopment Effectiveness process reviews carried out in

ated in fiscal 1998. (CODE), the independent Op- fiscal 1998 included assess-
* The percentage of prob- erations Evaluation Depart- ments of the Bank's appraisal

lem projects declined slightly ment (OED) promotes learning practices and grants; (ii) the-
from 14.8 percent to 14.2 per- and accountability in World matic evaluations included

cent; Bank operations by identifying public expenditure, involun-
- The time between project what works and what doesn't tary resettlement, and adjust-

appraisal and Board approval and by disseminating lessons ment lending in Sub-Saharan
declined from 7.8 to six of experience (see also section Africa; (iii) country assistance

months; one for a discussion of CODE's reviews included those for
* Decentralization pro- activities in fiscal 1998). OED Albania, Bangladesh, Bolivia,

gressed; 22 country directors evaluates the Bank's global de- C6te d'Ivoire, Mozambique,
were based in the field at the velopment effectiveness in and the Philippines; and (iv)
end of fiscal 1998. terms of the results of Bank country assistance notes in-

* Country assistance strate- programs. At the country level cluded Indonesia, Jamaica,
gies (CAS)S were delivered it assesses progress toward Kenya, Malawi, Thailand,
with higher standards of qual- sound implementation of and Togo.
ity in terms of country owner- Bank-financed operations, OED's Annual Review of De-
ship, strategic focus, candor, agreed policy reforms, and velopment Effectiveness (ARDE)

2

and participation; and institutional development will complement the new cor-
* A number of new prod- objectives. porate scorecard by assessing

ucts were developed (see box In December 1997, CODE long-term performance trends.

4-1). endorsed OED's new strategy, It synthesizes the evaluation
which places greater emphasis findings of the past year, while

Development effectiveness on the utilization of evalua- the "Annual Report on Opera-

The World Bank has long tion results and on capacity tions Evaluation" attests to the
been notable among multilat- building-for borrowers adequacy of evaluation pro-
eral development banks for its and within the Bank for self- cesses Bankwide.
scrutiny of its activities to evaluation. The new approach
draw lessons from experience establishes closer links be- 1. Topics include post-conflict

and use them to improve ef- tween resource management reconstruction; finance; health,

fectiveness. Improved perfor- and evaluation and empha- nutrition, and population; and follow-

mance measurement and in- sizes "just in time" production up on resettlement.

creased capacity to monitor of studies in line with the 2. Evans, Alison, and William G.
Battaile, Jr. 1998. 1997 Annual Review

and evaluate work programs- policy calendar. of Development Effectiveness. World

Bank, Washington, D.C.
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BOX 4-1 NEW PRODUCTS TO RESPOND BETTER TO CLIENT NEEDS

To improve the Bank's responsiveness to clients' Guarantee instruments. Two new guarantee in-
needs, several products were developed in fiscal 1998: strumenits for IDA-only countries also were approved

Adaptable lending Approved by the executive di- in fiscal 1998 (these are described in box 3-2).
rectors in September 1997, this type of lendintg proved Loan terms flexibility. The Bank continued to of-
immediately popular with borrowers. The package fer the expanided range of terms for new IBRD loan
consists of two new lendinig options: the Learning and commitments introduced in Junze 1996. It also suc-
Innovation Loan (LiL) and the Adaptable Program cessfully concluded the offer of currency choice for ex-
Loan (APL). LILs are designed to (i) support small, isting IBRD loans introduced in September 1996,
time-sensitive programs thlat build capacity and/or which allowed IBRD bonrowers to amend the termls of
pilot promising initiatives, or (ii) to experiment and their existing currenzcy-pool loans, made since 1980,
develop locally-based models prior to larger-scale to reflect the offered cUrrency of their choice. These
interventiozs. Management's authority to ipprove popular initiatives provide borroweis flexibilitv to se-
the LlLs, which are modest in size-not exceeding lect loan terms that are contsistent with their debt
$5 million-is a key feature of the instrument. managemenzt strategv anid suited for their debt servic-

APLS provide fuinding for long-term development ing capacity. An extensive information campaign was
programs where there is clear agreement on7 long-term undertaken to support borrower decisionmaking,
objectives but wuhere the path to achieve them re- which in turn promoted a strategic dialogue amonig
quires a significant degree of learning from results. A developing countries on sovereign debt management
sequence of APLS starts with a first loan to funzd the issues anzd created opportunities for countries to
initial set of activities; subsequent funiding is provided share and learn from each othler
when agreed milestones and benchmarks for realizinig Borrowers selected the new loan terms for 95 per-
the program's objectives are met. The executive direc- cent of fiscal 1998 loan commitments. Of niew com-
tors approue the first APL, along with the program, mitmients totalinzg $21,086.2 millioni, borrowers
and delegate approval of subsequent loanis to mani- selected LIBOR-based single-currenicy loans for
agement. Eleven APLs and fifteen LmLs were approvedi $15,434 million and fixed-rate single-currency loanls
in fiscal 1998. for $4,626 million. In addition, borrowvers from 34

New knowledge products and services. One of countries elected to convert $14,703 million of exist-
the most notable is EducationNet, which makes ing currency-pool loans into single-currency loan
available development kntowledge and best practice (scL) ternzis.

iniformation7 on7 a variety of development topics to cli-
enits through the Internzet.

The ARDE concludes that the Bank may reach performance. The next most important determi-
the goal of 75 percent satisfactory ratings for nants of success are the Bank's own perfor-
Bank operations by the year 2000 and that a mtance and country economic conditions.
longer-tei-m goal of 80 percent or higher is fea- Country policies and the overall quality of the
sible. The proportion of projects with satisfac- institutional environment are also important
tory outcomes, as evaluated by OED at the fiscal for project success.
year of exit, increased from an average 67 per- Evaluation has been influential in the rede-
cent for fiscal 1 990-95 to 71 percent in fiscal sign of Bank processes and policies:
1996 and, based on a partial (about half) * An OED study on large dams in fiscal 1998
sample, to 76 percent in fiscal 1997. OED found led to the creation of an international comnmis-
that borrover performance-the demonstrable sion that will set global standards for identify-
assumption of ownership rights and responsi- ing, designing, constructing, and operatinig
bilities by the borrower for large dams.
a project--is the most important factor contrib- * An ev aluation of the Bank's post-conflict re-
uting to the recent improvement in portfolio construction activities led to the establishment

of a new sector-specific policy.
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* An evaluation of financial sector reform are customized for each assignment and are
activities informed the recasting of the Bank's drawn from Bank managers and staff as well as
financial intermediary lending policies. experts from outside the Bank.

* At the initiative of the director general The Annual Report on Portfolio Perfornnance
(DGO), OED, and the managing directors for op- (ARPP) for fiscal 1997, prepared by QAG, indi-
erations, a Bankwide working group reviewed cated a turnaround in portfolio health over the
the process for implementation completion re- past couple of years. The change reflected im-
ports prepared by operational staff to find ways proved economic management in a number of
to make them more cost-effective and timely. borrowing countries, more proactive portfolio

* An OED evaluation of the Special Program management, and greater selectivity in lending
of Assistance for Africa (sPA), a fifteen-member decisions. The ARPP signaled the importance of
donor partnership chaired by the Bank, contrib- consolidating and furthering these gains by
uted to a mid-term review of the partnership by maintaining close attention to priority problem
SPA members. areas, improving the quality of supervision

OED strengthened its partnerships and evalua- and reporting, and enhancing further quality
tion capacity-building activities in fiscal 1998. at entry.
Highlights include: During fiscal 1998, QAG supported these

* OED and the Operations Evaluation Group goals primarily through the portfolio improve-
of the IFC launched a joint evaluation of Foreign ment program (PiP) and by ensuring the quality
Investment Advisory Service activities in the of Bank products through assessments of qual-
private sector. itv at entry, supervision, and economic and sec-

* OED continued to provide leadership to the tor work.
multilateral development banks' Evaluation Co- The PIP targeted risky countries, sectors, and
operation Group and is supporting efforts by instruments for increased management atten-
the Development Assistance Committee (DAC) tion. These included eighteen country manage-
of the Organisation for Economic Co-operation ment units, five sectors or subsectors, two lend-
and Development (OFCD) to strengthen and im- ing instruments (technical assistance and
prove evaluation. financial intermediary lending), and thirty-nine

i With the Bank's Learning and Leadership operations at risk. Several targeted country
Center and the Poverty Reduction and Eco- portfolios have shown significant improvement
nomic Management (PREm) network, OFD orga- (Guinea, Jamaica, Madagascar, Nigeria, Turkey,
nized a seminar on evaluating public sector per- Venezuela, and Yemen). Portfolio management
formance, which was attended by tools were further refined in fiscal 1998, includ-
representatives from seven multilateral agencies ing the concept of "projects at risk," which
and eight donor and borrower countries. In- identifies projects that may not achieve their
country workshops and presentations for bor- objectives; a realism index, which is a measure
rowers and country teams located in the field- of the accuracy of self-reporting on project
some utilizing videoconferencing-are also quality; and a proactivity index, which reflects
becoming a standard dissemination and learning timely response to problem projects. The level
feature of DED'S work. of projects at risk declined and the proactivity

Self-assessment. Using methodologies devel- index improved during the year.
oped in consultation with OED, the Quality As- The quality assessment program covered
surance Group (QAG) encourages quality in about 15 percent of the portfolio and initiated
Bank performance by monitoring the portfolio, reviews of economic and sector work. The in-
undertaking assessments of a sample of the troduction of rapid assessments covering about
Bank's work, and catalyzing changes in Bank 250 ongoing projects and about 100 recently
policies, programs, and processes based on as- approved projects provided more information
sessment results. QAG has a small core staff and on portfolio quality and a baseline for future
operates mainly through expert panels, which monitoring. These assessments found about 30
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percent of projects with less than and indicators were refined and modified as the
satisfactory supervision, and about 20 percent Bank gained experience wvith them through fis-
with less than satisfactory quality at entry. cal 1998. While the entire portfolio was retro-
The rapid assessments will be undertaken annu- fitted with indicators in fiscal 1998, work to
ally to assess progress in achieving the goal of improve them and assist borrowers in their use
100 percent satisfactory quality at entry and su- intensified.
pervision. A framework for the new scorecard has been

In addition, in-depth assessments of quality at developed. When completed, the scorecard will
entry undertaken before board presentation link the ultimate development outcomes ("why"
covered about twenty projects. Thematic qual- the Bank is in the development business)
ity reviews of projects under implementation through the effectiveness of Bank assistance
covered about twenty-five projects including strategies ('what" the Bank decides to under-
biodiversity and education projects in Africa take) with business processes and capacity
and public sector management projects in ("how" the Bank is carrying out its business).
Europe and Central Asia, among others. The The scorecard will summarize performance on
quality of about thirty economic or sector re- about twelve dimensions based on qualitative
ports was assessed. The results of these assess- and quantitative indicators, and it will be moni-
ments were shared with country and network tored, together with corporate priorities,
managers and staff in order to improve ongoing through an information system. The Bank is ex-
and future operations. amining additional indicators to those proposed

Performance indicators. The initial set of per- by the DAC (see box 2 in Overview section), with
formance indicators developed in fiscal 1997 a view to adding greater specificity and clarity
was aggregated into a performance scorecard, to development outcomes. Income growth,

Figure 4- 1. IBRD and IDA Commitments and Disbursements, Fiscal Years 1 994-98
(US$ millions)

25,000 8,000

7,000
loooo / A C~~~~~~~~~~~~~~ommitments/20,000

6,000
Commitments / \ /

15,000 / > Di,bursements000

15,0005,000

Disbursements

10,000 ii1 1995 1996 1991 1998 4,000 1994 1995 1996 1997 1998

IBRD IDA

Note: Excludes guarantees and loans to the IFC.
IBRD data for 1996 includes the refinanced/rescheduled overdue charges of $168 million for Bosnia and Herzegovina.
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for example, will be included in the Bank cent above the fiscal 1995-1997 average. Most
scorecard because of its fundamental role in of the increase took place in Africa and South
poverty reduction. Asia, mainly reflecting significant policy im-

The scorecard also includes indicators that provements in some African countries and
measure the Bank's responsiveness to clients greater implementation capacity in large South
and collaboration with partners. This is being Asian countries with overall good policy perfor-
done through surveys in coordination with CAS mance. Another important factor was the
cycles. Operational effectiveness and respon- completion of the Bank's renewal process,
siveness will continue to be measured by indica- which had resulted in inevitable delays in the
tors of the timneliness, volume, and quality of pace of commitments in fiscal 1997.
Bank products and services. New approaches In addition to regular IDA lending commit-
are also being developed to evaluate the Bank's ments, the first IDA heavily indebted poor coun-
knowledge management and human resource tries (HIPC) grant for $75 million was approved
development efforts. in fiscal 1998 as part of the Uganda Education

Sector Adjustment Operation, which also in-
Commitments and guarantees cluded an $80 million credit. IDA grants are one

World Batik commitments (IBRD and IDA com- of the instruments used to support the HIPC

bined) increased by 49.3 percent to reach Debt Initiative during a country's "interim pe-
$28,593.9 million in fiscal 1998 (see figure 4-1). riod."3 The Uganda education grant represents a
One World Bank guarantee, totaling $184 mil- reduction in that country's debt of $27 million
lion, was approved by the executive directors. in net present value terms.

Adjustment lending amounted to 39 percent The Debt-Reduction Facility for IDA-Only
of Bank commitments, (compared to the previ- Countries provides grant funds to heavily in-
ous year's 26.5 percent). The fiscal 1998 adjust- debted IDA-eligible countries, which use these
ment total includes $10 million in rehabilitation funds to buy back their commercial debt at a
import loans and $85 million in debt reduction deep discount. Three operations (C6te d'Ivoire,
loans (see table 4-1). Togo, and Vietnam) were completed in fiscal

Two projects in the West Bank and Gaza, 1998 under the Facility's auspices. Of these,
totaling $20.7 million and funded from the C6te d'Ivoire and Vietnam were Brady-type
Trust Fund for Gaza and the West Bank, debt and debt-service reduction (DDSR) opera-
were approved. tions, and Togo was a cash buy-back operation.

Assisting the poorest. In fiscal 1998 assistance The operations for C6te d'Ivoire and Togo uti-
to the poorest countries, those with a per capita lized $25.1 million in IBRD resources from the
gross national product (GNP) of $786 or less (in Facility and $154.9 million in cofinancing to
terms of constant 1997 U.S. dollars) totaled extinguish a total of $769.4 million in eligible
$7,847.5 million-$1,386.1 from the IBRD, and principal debt. The Facility contributed $1 mil-
$6,461.4 from IDA (see figure 4-2). lion toward the advisory services for the

Some 40.1 percent of total Bank investment
lending during the year was directly targeted to
the poor compared to 29 percent the year be- 3. Under the Hlirc Debt Initiative, the "interim period" is
fore. These projects supported activities to in- the three-year period between the "decision point," the

point at which a countrv's eligibility for relief under the
crease the productivity of and economic oppor- initiative is confirmed by a debt sustainabilitv anialysis, and

tunities of the poor, develop their human the "completion point," the point at which a country has
resources, and provide social safety nets (for a achieved a sustainable debt situation through debt
description of eaclz such targeted projects turn to rescheduling and stock-of-debt reductions from multilat-descrptio sucrojcteral and bilateral creditors. During the interim period, a
the Project Summaries). country undertakes a broad-based program of adjustment

In fiscal 1998, total commitments from IDA and reform in partnership with the Bank and the Interna-
(including of $75 million) tional Monetary Fund (IeF), which includes maintaining(Incluumg grant commitments of $75 mllllon) sound macroeconomic management, improving the quality

reached $7,583 million (seefigure 4-1), $2,961 of public expenditure, strengthening institutional capacity,

million higher than in fiscal 1997 and 33 per- and enhancing the delivery of social services.
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TABLE 4-1. WORLD BANK ADJUSTMENT OPERATIONS, FISCAL YEAR 1998

(amounits in millions of us dollars)

NWorld Bank financing

Country Project ..5 I Total

Sector adjutstment loans
Bolivia Capitalization Program Adjustment Credit (IDA reflows) 0.0 2.9 2.9
Cape Verde Economic Reforms Support 0.0 30.0 30.0
C6te d'lvoire Private Sector Development Adjustment 0.0 36.6 36.6
Cte d'Ivoire Transport Sector Adjustment/Investment Program 0.0 180.0 180.0
Guyana Private Sector Development (IDA reflows) 0.0 1.5 1.5
Mauritania Public Resource Management Credit (IDA refloxes) 0.0 0.4 0.4
Mexico Second Contractual Savings Development 400.0 0.0 400.0
Morocco Contractual Savings Development Loan 100.0 0.0 100.0
Nicaragua Financial Sector Adjustment Credit 0.0 70.0 70.0
Russia Coal Sector Adjustment Loan II 800.0 0.0 800.0
Pakistan Banking Sector Reform 250.0 0.0 250.0
Uganda Education Sector Adjustment Operation 0.0 80.0 80.0
Uruguay Contractual Savings Structural Adjustment Loan 100.0 0.0 100.0

Structural adjustment loans
Albania Rehabilitation Project 0.0 25.0 25.0
Argentina Pension Reform Adjustment Loan (Salta) 75.0 0.0 75.0
Argentina Pension Reform Adjustment Loan (San Juan) 50.0 0.0 50.0
Argentina Pension Reform Adjustment Loan (Rio Negro) 75.0 0.0 75.0
Argentina Pension Reform Adjustment Loan (Tocuman) 100.0 0.0 100.0
Armenia Structural Adjustment Credit 11 0.0 60.0 60.0
Azerbaijan Structural Adjustment Credit 0.0 70.0 70.0
Bosnia and Herzegovina Public Finance Structural Adjustment Credit 0.0 63.0 63.0
Bulgaria Financial and Enterprise Sector Adjustment Loan 100.0 0.0 100.0
Cameroon Second Structural Adjustment Credit (DA refloxws) 0.0 18.1 18.1
Cameroon Third Structural Adjustment Credit 0.0 180.0 180.0
Georgia Structural Adjustment Credit II 0.0 60.0 60.0
Ghana Private Sector Adjustment 0.0 2.4 2.4
Ghana Economic Reform Support Operation 0.0 50.0 50.0
Guinea Public Expenditure Management Adjustment Credit 0.0 70.0 70.0
Honduras Public Sector IvModernization

Structural Adjustment Credit (IDA reflows) 0.0 14.2 14.2
Hungary Public Sector Adjustment Loan 150.0 0.0 150.0
Kazakhstan Public Sector Resource Management Adjustment Loan 230.0 0.0 230.0
Kazakhstan Pension Reform Adjustment Loan 300.0 0.0 300.0
Kenya Structural Adjustment Credit 0.0 17.5 17.5
Korea, Republic of Emergency Assistance Loan 3,000.0 0.0 3,000.0
Korea, Republic of Structural Adjustment Loan 2,000.0 0.0 2,000.0
Malaysia Economic Recovery and Social Sector Loan 300.0 0.0 300.0
Mexico Health System Reform 700.0 0.0 700.0
Moldova Structural Adjustment Loan ll 55.0 45.0 100.0
Russia Structural Adjustment Loan II 800.0 0.0 800.0
Senegal Energy Sector Adjustment Credit 0.0 100.0 100.0
Tanzania Structural Adjustment Credit I (IDA reflows) 0.0 2.6 2.6
Thailand Finance Companies Restucturing Loan 350.0 0.0 350.0
Yemen, Republic of Financial Sector Adjustment Credit 0.0 80.0 80.0

Debt-reduction loans
Cdte d'lvoire Commercial Debt Restructuring Program 0.0 50.0 50.0
Vietnam Debt Reduction Loan 0.0 35.0 35.0

Rehabilitation-im port loans
Tajikistan Post-Conflict Rehabilitation Credit 0.0 10.0 10.0

Total 9,935.0 1,354.2 11,289.2

Vietnam operation, which prov ided debt relief Disbursements and procurement
of 50 percent and addressed approximately $800
million of debt; an IDA DDSR credit of $35 million Gross disbursements by the IBRD to countries
was used to cofinance the operation. totaled $19,232 million, an increase of 37 per-
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cent over fiscal 1997's $ 13,998 million. IDA dis- The procurement rules and procedures to be
bursements in fiscal 1998 reached $5,704 mil- followed in the execution of each project de-
lion (includes $74 million of development pends on individual circumstances. Four consid-
grants), of which $4,444 million was for invest- erations generally guide the Bank's requirements:
ment projects; the overall level was only slightly * economy and efficiency in the execution of
below the record high of $5,979 million in fis- a project;
cal 1997 (seefigure 4-1), reflecting sustained * opportunity for all eligible bidders from
implementation efforts across all regions. borrowing and nonborrowing member coun-

Disbursements by source of supply. Projects tries to compete in providing goods and works
financed by the World Bank require procure- financed by the Bank;
ment from foreign and local sources to achieve * development of local contractors and
project goals. Disbursements are made primarily manufacturers in borrowing countries; and
to cover specific costs for foreign procurement * transparency in the procurement process.
and some local expenditures. In addition, in the face of growing concern

about corruption in public procurement, a
fraud and corruption provision is being added

Figure 4-2. IBRD and IDA Lending to the to all Bank standard bidding documents. The
Poorest Countries, Fiscal Years 1989-98 Bank prescribes conditions under which prefer-
(US$ millions) ences may be given to domestic or regional

manufacturers and, where appropriate, to do-
mestic contractors.

000 Table 4-2 shows consolidated foreign and lo-
8000 cal disbursements for the IBRD and IDA through

the end of fiscal 1993 and for period fiscal
7,000 1994 through fiscal 1998. Advance disburse-

ments consist of payments made into special
6,000 accounts of borrowers, from which funds are

paid to specific suppliers as expenditures are

5 000 incurred. Because balances in these accounts

cannot be attributed to any specific supplying
4000 t; 0 0 country until expenditures have been reported

to the Bank, these are shown as a separate
-0 IBRD category.

3000 _ 0 0 0 0Table 4-3 provides details on foreign dis-
bursements by countries eligible to borrow

2,000 from the World Bank and nonborrowing coun-

t ries4 for the IBRD and IDA separately.
1,000 Appendix 7 shows disbursements made in

- -: - ;00 - 0 - 0 - ~~fiscal 1998 by the IBRD and IDA for local pro-
0 _- _- _- _g; 0-!F: curement by current borrowing countries and

disbursements made for goods, works, and ser-
1989-93 1994 1995 1996 1997 1998 vices procured from them by other Bank bor-

Note: The poorest countries are defined as those with a per rowers (foreign procurement) for projects
capita income of $785 or less in 1997 U.S. dollars. funded by the Bank.

Appendix 8 shows the amounts disbursed
from the IBRD and IDA separately for foreign

procurement of goods, works, and services from

4. Appendix 6 list countries eligible for IBRD and IDA funds.
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TABLE 4-2. IBRD AND IDA DISBURSEMENTS FOR FOREIGN
AND LOCAL EXPENDITURES

(amnounts in millions of us dollars)

IBRD and IDA

Net advance
Foreign' Local disbursements' Total

Period Amount % Amount % Amount % amount
Cumulative to

Juine 30,1993 122,285 57 85,617 40 4,803 2 212,705
Fiscal 1994 9,010 56 7,442 47 -473 -3 15,979
Fiscal 1995 9,094 51 8,724 49 -97 - 17,720
Fiscal 1996 10,013' 52 8,787 46 456 2 19,256
Fiscal 1997 8,733 44 10,543 53 487 2 19,763
Fiscal 1998 14,218 57 10,112 41 449 2 24,779
Cumulative to

June 30, 1998 173,352 56 131,224 42 5,625 2 310,201

NOTE: Foreign expenditures are expeniditures in the currency of any countrv othier thani that of the borrower or guarantor
for goods or services supplied from the territory of aniy country other than the terrtory of the borrower or guarantor Local
expenditures are expenditures in the currency of the borrower or guarantor orfor goods or services supplied firom the
territory of the borrower or guarantor Details may not add to totals because of rounding.
a. Amounts exclude debt-reduction disbursements of $3,038 million through FY93, $655 million in FY95, $213 mzillion in
FY97, and $82 million in FY98. Amounts include disbutrsements under sinplified procedures for structural and sectoral
adjustment loans of S556 million in FY96, $3,333 nzillion in FY97 and $9,540 million in FY98.
b. Net advance disbursements are advances made to special accounts net of amounts recovered (amounts for which the
Bank hIas applied evidence of expenditures to recovery of the outstanding advance).
c. Disbursemnents for FY96 include the refinanced/rescheduled overdue charges of $168 million for Bosnia and
Herzegovina.

selected member countries in fiscal 1998 and ments are no longer directly linked to procure-
cumulatively through fiscal 1998. ment under adjustment loans. Thus, while ap-

Appendix 9 shows the proportion of foreign pendixes 7 to 10 report on disbursements from
disbursements from the IBRD and IDA for specific the IBRD and IDA, they do not include disburse-
categories of goods and services provided by se- ments under adjustment loans. The information
lected member countries in fiscal 1998. in appendix 11 reflects adjustment loan dis-

Appendix 10 provides a summary listing of bursements to each borrower as pro-rata shares
the amounts paid to eligible World Bank bor- of that borrower's eligible imports from supply-
rowing country suppliers and nonborrowing ing countries using import data drawn from
country suppliers in each fiscal year from 1996 United Nations trade statistics.
to 1998 under investment projects. Amounts In all these tables and appendixes, IBRD figures
disbursed are compared with respect to signifi- excludes disbursements for loans to the IFC and
cant categories of goods procured from foreign "B" loans. IDA figures include Special Facility for
suppliers. The extent to which eligible borrow- Sub-Saharan Africa and Interim Trust Fund
ing countries and nonborrowing countries par- credits. Disbursements for Project Preparation
ticipated in supplying these major categories of Facility advances are excluded for both the IBRI)

goods in each of the past three fiscal years is and IDA.

also compared.
Under simplified procedures for structural Strengthening partnerships

and sectoral adjustment loans approved by the To help implement the Bank's commitment
executive directors in fiscal 1996, disburse- to strengthening partnerships with countries,
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development institutions, civil society, and the Cofinancing and trust funds
private sector, the Partnerships Group was es-
tablished in 1997. It is helping transform the Through its cofinancing and trust fund pro-
culture and practice of the Bank's work with grams, the World Bank promotes financial part-
partners, and will support a partnership knowl- nerships to implement its strategic agenda and
edge database to help the development commu- maximize the development impact of its opera-
nity at large. tions. The cofinancing and trust funds program

The group's first task was to set up the De- is a concrete financial manifestation of the
velopment CGrant Facility (DGF) to bring to- Bank's broad partnership with other members
gether all of the Bank's grant-making activities of the international community.
under one umnbrella (see box 4-2). The group Trends in cofinancing. In fiscal 1998 a signifi-
also coordinates partnership relations with cant turnaround in cofinancing activity reversed
foundations, the DAC, and the multilateral devel- a four-year decline (see table 4-4). The level of
opment banks. During the fiscal year, a partner- cofinancing mobilized through operations in the
ships strategy paper, laying out a strategy for en- environment and the social sectors-in particu-
hancing development effectiveness through lar in education-continued to increase, ac-
partnerships that place the country at the cen- counting for 23 percent of the total, up from 13
ter of its development process, was reviewed by percent in fiscal 1997. The number of co-
the executive directors. And partnership frame- financed operations increased to 123 mobilizing
work discussions were launched on a pilot basis $ 9,717 million in additional resources for the
with bilateral and multilateral development Bank's client countries, compared to 122 opera-
partners. tions for $7,675 million in fiscal 1997.5 Official

A roundtable on new approaches to com- 5. Cofinancing figures represent planned cofinancing at
modity risk management in developing coun- the time of Bank approval of each operation. The official
tries and meetings with the Council on Founda- cofinancing amounts shown, in most cases, are firm

commitments at this stage; export credits and private
tions and other new Bank partners were held in cofinancing, however, are generally only estimates, to be

fiscal 1998. firmed up during project implementation.

TABLE 4-3. IBRD AND IDA DISBURSEMENTS FOR FOREIGN EXPENDITURES,
BY SOURCE OF SUPPLY

(amounts in millions of us dollars)

IBRD IDA

Countries Countries Countries Countries
not eligible eligible not eligible eligible
to borrow to borrow Total to borrow to borrow Total

Period Amount % Amount % amount Amount % Amount % amount

Cumulative to
June 30, 1993 80,431 89 10,422 11 90,853 25,795 82 5,637 18 31,432

Fiscal 1994 4,260 78 1,197 22 5,457 2,435 69 1,118 31 3,553
Fiscal 1995 4,787 81 1,109 19 5,896 2,116 66 1,081 34 3,197
Fiscal 1996 5,264 77 1,541 23 6,806 1,762 66 891 34 2,652
Fiscal 1997 3,082 86 521 14 3,602 1,374 76 425 24 1,798
Fiscal 1998 2,734 85 468 15 3,202 1,103 75 374 25 1,477
Cumulative to

June 30, 1998 100,557 87 15,257 13 115,815 34,584 78 9,526 22 44,110

NOTE: Amounts exclude disbursements for debt reduction, net advance disbursements, and disbursements under simplified
procedures for structural and sectoral adjustment loans. Countries eligible to borrow from IBRD and IDA are listed in
Appendix 6. For consistency of comparison, the Republic of Korea is included as a country eligible to borrow for all periods
covered by this table. Korea became eligible to borrow in December 1997. Details may not add to totals because of
roundig.
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BOX 4-2 DEVELOPMENT GRANT FACILITY

The DGF became effective in October 1997. It aims * in capacity building, with the Institutional De-
to enhance the Bank's ability to make strategic velopment Funid and the Consultative Group to As-
choices in grantmaking based on institution-wide pri- sist the Poorest;
orities and is a vital element of the Bank's work with * in environment, with the Global W`ater Partnzer-
partners. The DGF supports activities that are not ship; and
suited to loans or credits and do not fit within the * in education, with the International Program for
Bank's country-focused operational programs. DGF Improvement of Educational Outcomes.
grants leverage Bank funds throuigh partnerships The DGF's Annual Report will provide information
that provide resources for i7novations, cutting-edge on the status of grant programs and results achieved.
approaches, and pilot projects. Each year management recommends proposals for

At the end of fiscal 1998 the DGF was supporting Bank participation in DGF-sponsored programs to the
some forty partnzership inzitiatives in key sectors of executive directors for the following fiscal year, in-
Banzk work. Examples include: cluding any plans for disenigagement from ongointg

* in agriculture, with the Consultative Group oni programs.
International Agricultural Research; DGFS budget of $122.1 million was approved for

* in health, with riverblindness control programs; fiscal 1998.

sources of cofinancing continued to account for Operations in South Asia attracted a signifi-
the largest share (78 percent), of which the In- cant level of cofinancing in fiscal 1998, raising
ter-American Development Bank (MB) provided 72 additional cents for each U.S. dollar lent.
$537 million, the European Union (EtT) institu- Cofinancing activities also increased signifi-
tions $914 million, and Japan $2,098 million, cantly in the Middle East and North Africa,
the largest amount. Specific investment loans where a guarantee operation leveraged large
remained the most attractive Bank lending in- amounts of private sector financing. Howvever,
strument for cofinanciers (61 percent), particu- the volume of cofinancing dropped in East
larly for infrastructure, water supply and sanita- Asia, due mainly to the financial crisis, and in
tion, as well as social sector operations. Overall, Latin America and the Caribbean, due to
the ratio of cofinancing to lending, excluding changes in the composition of the Bank's lend-
two large and quick-disbursing loans to the Re- ing program (see figure 4-3 and table 4-5).
public of Korea, remained at 41 percent, about
the same as in fiscal 1997.

TABLE 4-4 TOTAL IBRD AND IDA LENDING AND COFINANCING
OPERATIONS, FISCAL YEARS 1995-1998

(amounts in millions of us dollars)

1995 1996 1997 1998

Amount Amount Amount Amount

Lendinga 22,522 21,352 19,142 23,594c
Cofinancingb 8,774 8,304 7,675 9,717
Cofinancing/Lending (ratio) 39.0 38.9 40.1 41.2

a. IDA commitments include $75 mzillion in grants committed under the sPc Debt initiative.

b Based on cofinancingplans presented at the time of Board approval. Includes cofinancing with Bank loans, IDA credits
and Bank guarantees and projects financed by Bank-managed trust funds.

c. This figure excludes $5, 000 million in special loans to the Republic of Korea in the context of economic crisis.
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Highlight-s for the year include: * The reconstruction program in Bosnia and
The Special Program of Assistance for Herzegovina attracted $339 million in

Africa (SPA) remained one of the Bank's most cofinancing support for six projects.
important partnership programs. Now in its * Export credit cofinancing continued to re-
fourth phase (1997-99), donors and supporting cover, reaching $861 million from a ten-year
institutions have pledged about $5,000 mil- low in the mid-199Os.
lion-in addition to World Bank and IMF financ- * Private cofinancing remained at about the
ing-in highly concessional, quick-disbursing same level as last year, amounting to $1,230
cofinancing and coordinated assistance to sup- million, including one guarantee for $184 mil-
port eligible countries' economic reform pro- lion, compared to $372 million in fiscal 1997 6
grams. In this phase, the SPA donors, in close Trends in trust funds. The most significant
coordination with recipient governments, will trust fund developments in fiscal 1998 were a
focus on improving aid effectiveness through deceleration of the rate of external contribu-
greater harmonization and streamlining of tions to the trust-funds and a rapid and effective
implementation procedures. To this end, partici- donor response to requests for assistance to deal
pating donors agreed to support pilot efforts to with the financial crisis now affecting several
move toward common implementation arrange-
moventsfowardfo stormo imprograms.tationarr6. Private cofinancing includes parallel lending, NOO, and

foundation grant support and guarantees.

FIGURE 4-3 Cofinancing by Region, FiscalYears 1997-98
(US$ millions)
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TABLE 4-5. WORLD BANK COFINANCING OPERATIONS, BY REGION,
FISCAL YEARS 1997-98

(amounts in millions of us dollars)

Source of cofinancing

Private

(of which
Projects Export Total IBRD World Bank Tota

cofinanced Official' credit private guarantees) contribution project

Region and year No. Amount No. Amount No. Amount No. Amount No. Amount IBRD IDA costs

Africa
1997 28 1,426 27 1,161 - - 2 266 - - - 756 2,727
1998 34 1,899 34 1,747 1 60 3 92 - - 57 1,667 7,972

East Asia and Pacific
1997 16 1,022 13 297 3 320 2 405 - - 2,306 174 8,552
1998 9 196 9 196 - - - - - 89 339 834

South Asia
1997 5 93 5 93 - - - - - - 285 544
1998 13 2,795 13 2,235 - - 1 560 - - 840 1,431 18,155

Europe and
Central Asia
1997 32 1,488 30 719 1 161 4 608 (2) (320) 1,011 380 3,311
1998 33 1,647 33 1,647 - - 2 - - - 1,606 259 4,001

Latin America and
the Caribbean
1997 26 2,384 26 2,384 - - - - - - 2,797 12 9,866
1998 21 1,710 21 1,026 1 291 1 394 (1) (56) 1,001 244 5,294

Middle East and
North Africa
1997 15 1,262 14 983 1 130 2 149 (1) (52) 536 135 4,801
1998 13 1,469 13 775 1 510 2 184 (1) (184) 285 155 2,854

Total
1997 122 7,675 115 5,637 5 611 10 1,427 (3) (372) 6,650 1,742 29,802
1998 123 9,717 123 7,626 3 861 9 1,230 (1) (184) 3,878 4,095 39,109

- Zero.

NOTE: The number of operations shown under different sources add up to a figure exceding the total number of cofinanced
projects because a number of projects were cofinanced from more than one source. Cofinancing data are reported bv thle fiscal
year ini which the project is presented to the Bantk's Executive Board. Details may not add to totals because of roundinig

a. These figures include cofinancing with untied loans froin the Export-Import Bank of Japan

Bank member countries (see box 4-3). Despite a severely constrained official development assis-
slowdown in external contributions, the de- tance programs and the realignment of major
mand for trust fund program resources contin- donor currencies vis-a-vis the U.S. dollar (see fig-
ued to be strong. Trust fund disbursements grew ure 4-5). The largest external contributors to the
to $1,100 million (see figure 4-5 and table 4-6). trust fund program were Japan ($209 million),
Trust fund resources enabled the Bank to fi- the Netherlands ($143 million), Norway ($92
nance a variety of activities consistent with the million), the United Kingdom ($76 million),
goals of its strategic agenda including debt relief, and the United States ($64 million). The World
technical assistance, emergency reconstruction, Bank's contribution totaled $387 million.
and lending development. Japan continued to make important contribu-

The main impetus for growth in overall trust tions to the Bank's programs of assistance
fund resources in fiscal 1998 came from the through the Policy and Human Resources De-
World Bank's own contributions to support velopment (PHRD) Fund-even though contribu-
mainly the HiPC Debt Initiative Trust Fund. Ex- tions fell to $152 million from $175 million in
ternal contributions to trust funds, measured in fiscal 1997. This contraction resulted from the
U.S. dollar equivalent, declined due mainly to combined effect of a reduction in the level of
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yen contributions and the depreciation of the FIGURE 4-4
yen. The PHRD Fund continued to support five Trust Fund Contributions,
important ongoing programs: Fiscal Years 1995-98

* technical assistance for project preparation; (US$ millions)
* the Japanese Consultant Trust Fund;
* training and research at the Economic External contributions

Development Institute;
* scholarships for graduate students from Bank/IFC contributions

member countries; and 2,000
* post-conflict reconstruction.
In addition the PHRD Fund financed other im-

portant initiatives, such as a program of financial
advisory services to help countries deal with the ',0
financial crisis in East Asia (see box 4-3); an ac-
tion program to facilitate private sector partici- 1,000
pation in infrastructure activities; financial sup-
port to help alleviate debt of heavily indebted
poor countries; and a program to advance capac-
ity building in Africa.

The Consultant Trust Fund (CTF) program
continued to finance activities consistent with
the Bank's strategic agenda for issues of special 0 9 1 9 1 1998
interest to the development community, such as 1995 1996 1997 1998
the environment, gender, governance, and par-
ticipation. CTF disbursements grew in fiscal 1998 Fund received signed pledges from ten bilateral
to $74.3 million. The CTF program helps to donors, totaling $134 million, and two multilat-
broaden the pool of expertise the Bank draws on eral contributors-the African Development
to support its operational work, including eco- Bank and the Nordic Development Fund
nomic and sector studies, policy-oriented studies, (NDF)-totaling $14 million. Cash contributions
project appraisal, supervision and evaluation, amounted to $72 million from bilateral donors
and advisory services to client countries. (of which $48 million was received in fiscal

Implementation of the HIPC Debt Initiative 1998) and $1 million from the NDF. In addition,
gained mo:mentum in fiscal 1998 (see also table 2 the World Bank component of the HIPC Trust
in the Overview and box 5-1). The HIPc Trust Fund-to be used to provide relief on IDA

BOX 4-3 RESPONDING TO THE EAST ASIAN FINANCIAL CRISIS

in fiscal 1998 the Bank and the donor community these countries address critical issues in financial
pooled resources to help meet the demand for advi- sector management and banking reform.
sory services to address the severe social and eco- * The Bank also agreed to administer the Asiani
nomic fallout of the financial crisis in Asia. Two ma- European Meeting-European Union (ASEM-Eu) Asia
jor initiatives started during the year: Financial Crises Response Fund. The United King-

* The government of Japan provided $4.7 million dom, France, the European Commission (EC), and
(and committed another $6.9 million) through the several other donors pledged over $35 million to this
PHRD Fund for initial funding to launch the Bank's effort. Contributions from other European and Asian
Financial Sector Advisory Program (FSAP) in re- donors are anticipated. The fund will finance techni-
sponse to financial crises in Asian countries. The cal assistance in both the financial and social sec-
FSAP will provide technical assistance support to help tors, initially in seven countries in Asia.
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TABLE 4-6. TRUST FUND DISBURSEMENTS, FISCAL YEARS 1997-1998a

(amounts in millions of us dollars)

1997 1998

Multidonor special programs
Highly Indebted Poor Countries (HIPc) Trust Fund 0.0 0.0
Global Environment Facility (excluding GFF cofinancing trust funds) 178.0 184.4
WVest Bank and Gaza 116.6 75.0
Montreal Protocol/Ozone Trust Fund 54.7 60.7
Consultative Group on International Agricultural Research (CGIAR) 51.5 44.2
Onchocerciasis Control (ONCHO) 10.5 33.4
Brazilian Rain Forest 14.9 16.1

Other trust fund programs
Policy and Human Resources Development (PHRD) Fundb 165.5 147.9
Consultant Trust Fund Program (cTrP)r 68.1 74.3
Institutional Development Fund 18.4 20.2

Other trust funds' 626.4 479.3

Total 1,304.6 1,135.5

a. These figures do niot take into account provision of debt service on ID.4 debt' HIFC trust fuinds. The amounits earnarked for
these purposes thus far are $47 million for Bolivia and $52 millioni for Uganda, which1 would disburse over the next three to
five years.
b. These flgures exclude the portion of PIIRD that is allocated to the Japanese Consultant Trust Funild (1997: $4.3 million,
1998: $0.2 million 3
c These figures include the Japanese Consultant Trust Fund disbursemenlts
d. This categorv includes smaller programs and single-purpose trust funids that finance debt reduction, cofnancing, technical
assistance, anid other advisory services.

debt-received $250 million from the IBRD in partnership opportunities. The rFc kept donors
fiscal 1998, bringing total Bank contributions to informed of the Bank's external resource needs
$750 million. through its biannual "Cofinancing Opportuni-

Cofinauacizg and trust fJnd mantagemnenit. In ties with the World Bank" and a new publica-
fiscal 1998 the Bank established the Trust Fund tion on financial partnership opportunities en-
and Cofinancing (7iFC) Department, within the titled 'Mobilizing Resources for Development,"
Vice Presidency for Resource Mobilization and which covers major Bank programs with ongo-
Cofinancing (Ruec), to reinvigorate cofinancing ing external resource requirements.
and trust fund activities. The 'ICc carries out a The Bank continued to strengthen trust fund
number of activities to strengthen cooperation management oversight by mainstreaming trust
with its cofinancing partners. In fiscal 1 998 fund activities in Bank planning and budgeting
cofinancing framework agreements xvere final- processes and improving financial controls and
ized with Belgium and Sweden. The Bank also accountability It also launched a program to
established a Netherlands-World Bank Global monitor and evaluate trust fund activities. New
and Regiornal Partnership Trust Fund to serve as partnership opportunities were pursued with
an umbrella fund for most Netherlands-World bilateral and private sector groups, including
Bank partnership activities. TFC held nineteen foundations, nongovernmental organizations,
consultations xvith donors, with an agenda cov- and corporations.
ering a broad range of issues, including the
Banik's response to the East Asian financial cri- 7. 'Cofinancing Opportunities with the World Bank" and

sis, implementation of the Strategic Compact, "Mobilizing Resources for Development' can be obtained
the poverty agenda, as well as exploring new through the Resource Mohilization andl Cofinancing

(RMC) Vice Presidency.
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Technical assistance Institutional Development Fund

Because technical assistance loans (TALS) have Fiscal 1998 was the sixth year in which Insti-
historically slaown comparatively poor perfor- tutional Development Fund (IDF) grants have
mance, the Bank undertook a comprehensive been available for discrete, narrowly-targeted in-
study of the 190 TALs completed and evaluated stitution-building projects, primarily in poorer
since 1986 and 150 active TALs. A predictive countries. IDF grants are usually provided for
model for the likelihood of success of a TrAL was small projects (no more than $500,000) in
drawn up from the results. The outlook is en- countries where institution building is critical
couraging: the study shows TAI.S' rate of success for success in governance and macroeconomic
is likely to improve in the immediate future be- management, and where there is no imminent
cause countries with active TAI.s are those with funding planned from the Bank or other donors
improving economic policy environments and to finance improvements in the area of need.
because the Bank has exercised more selectivity A review of IDF grants in May 1997 reported
in its use of TAR s in recent years. IDF grants have had a beneficial impact building

The Bank has long used technical assistance up local capacity. Ninety percent of grants were
loans as multipurpose lending instruments for a judged satisfactory or better. IDF grants have also
variety of development programs. Because they enabled the successful pioneering and testing of
have often been relied on to meet difficult ob- innovative approaches to institution building. In
jectives-such as initial operations for new bor- 1997 IDF grants included funding for the follow-
rowers and for purposes that have not always ing projects:
received high-priority attention-they have also * on-the-job training program for ten key staff
long been among the lending instruments most of the Comoros government's privatization
at risk for unsatisfactory outcomes. But contrary agency, which helped divest four state-operated
to the impression this gives-of an instrument utilities (air transport, gas, postal service, and
that reduces portfolio quality-TALs are not very telecommunications);
different from other Bank lending instruments. * a project in Ethiopia to help plan and
When they are examined in the context of the implement gender-sensitive development inter-
countries in which they operate, TArs perform
similarly to other types of projects. The analysis FIGURE 45
found that TALS are not inherentlv more de-
manding, complex, or risky than any other type Trust Fund Contributions and
of project. There are some factors, within the Disbursements, Fiscal Years 1995-98
control of the Bank or borrowers, or both, that (US$ millions)
can make a difference in performance, including 2X0
selectivity based on borrower commitment and
speed with which a TAL is put in place. These .nbtn
are being addressed.

TALS are, and will remain, an important tool.
This prornpted Bank management to assign
more foc-ased attention to technical assistance
in fiscal 1998. To ensure consistent, specialized 1,500
attention to the types of projects that TALS are
supporting, and to improve the degree of D
knowledge sharing of good practice in technical Disbursements
assistanc. and technical cooperation, responsi-
bility for these activities is being integrated into
the Bank's public sector management
operations. 1,000

1995 1996 1997 1998
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ventions to increase the economic participation formation, and general information about the
of woomen and analyze constraints to the pro- Bank. The InfoShop's Web site was revamped
motion of women's income-generating activities; and reorganized to be more user friendly,8 and

* a receiving station in Uganda for the African electronic access to Bank information was in-
Virtual University, a project that is networking creased through the Internet and CD-RoNMs.

higher education institutions from East to West In fiscal 1998 the InfoShop responded to
and North to South; more than 15,500 requests for operational in-

* a procurement improvement program (sub- formation, an increase of 17 percent over fiscal
scriptions to electronic mail and Internet access, 1997. The increase is attributed to the merger
for example) in Mali, where the system has of the Pic and the bookstore and to efforts to
been reformed through a new procurement more widely make known the new information
code and procedural upgrading; services. The business community remained

* development of competitive wholesale en- the biggest users of PIc information (61 percent
ergy markets in China and Russia; compared to 79 percent in fiscal 1997), fol-

* a project to strengthen Indonesia's external lowed by public agencies (12 percent compared
development finance management and reverse a to 7 percent in fiscal 1997), followed by
decline in the quality of economic analysis; and academia at 6 percent and NGO's at 3 percent.

* assistance to the Dominican Republic to set
up an economic communications office to pub- Administrative budget and corporate
licize the market-oriented policies recently planning
adopted by the government. The executive directors approved a total ad-

ministrative budget of $1,423.9 million (see ap-
Access to World Bank information pendix 5) to carry out the Bank's fiscal 1998

The new InfoShop, situated at the Bank's work program and the Strategic Compact initia-
headquarters in Washington, D.C., was launched tives.' The budget reflected a decrease of 0.1
in November 1997 with the merger of the Pub- percent in real terms over fiscal 1997. The net
lic Information Center (Pic) and the World Bank administrative budget, which takes into account
Bookstore. The aim is to provide a one-stop reimbursements and fee revenues that offset the
shop to increase and facilitate greater public ac- costs of the programs not funded by the regular
cess to information about the Bank's work. The budget, amounted to $1,173 million, represent-
Bank also disseminates information to users ing a reduction of 0.4 percent from the previous
worldwide from Ylcs in London, Paris, and To- fiscal year. The decrease reflected the net im-
kvo and from some of its resident missions. pact of reduction in Bank contributions to the
More than 5,000 World Bank documents are Staff Retirement Plan (SRP) and the charging of
available to the ptiblic. management fees for SRP and Retired Staff Ben-

The expanded services of the InfoShop in- efits Plan to the respective assets instead of the
clude a sa]es outlet for World Bank publications administrative budget. (Figutre 4-6 shows IBRD

and operational documents; advice on how to and IDA income and expeniditure at a glanice.)
search for Bank information; a comprehensive The fiscal 1998 budget incorporated the vi-
information and reference center; and facilities sion outlined in the Strategic Compact of what
to demonstrate electronic media and video the Bank wants to be in the year 2000: the most
resources. The InfoShop carries material from effective global development institution for
other publishers of development-related fighting poverty. The budget supported pro-
subjects and partners such as the IMF and (TN grams to shift resources to front-line services
organizations. (such as country services and the networks), de-

In fiscal 1998 the InfoShop continued to im- velop new products for the Bank's clients, make
prove and expand operations by increasing busi- knowledge an important element of develop-
ness hours to accommodate public demand and S. http://www.worldbank.org/html/pic/PIC.html

maintaining a telephone bank to respond to in- 9. This does not include $12.5 million, subsequently

quires on Banik publications, project-related in- approved by the executive directors for the East Asian crisis.
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ment effectiveness, and move Bank services client countries. But events in East Asia under-
closer to clients through decentralization. The scored the need to adjust the Bank's lending
major thrust of the fiscal 1998 budget was on programs and advisory services to meet the so-
implementing the Bank's renewal program en- cial and financial dimensions of such crises. The
compassing the four areas of focus: executive directors approved a special budget

* refueling current business activity; of up to $25 million per year (initially for two
* refocusing the development agenda; years) to meet such crisis-related challenges
* retooling the Bank's knowledge base; and among the clients in the future. The first $12.5
* revamping institutional capabilities. million was made available in fiscal 1998.
The fiscal '1998 budget also reflected progress In June 1998 the executive directors ap-

toward prese-nting an integrated budget with proved a total administrative budget for fiscal
a more comprehensive perspective for both 1999 amounting to $1,461.5 million to imple-
expenditure and income. The budget document ment the work program envisaged for this sec-
gave special emphasis to evaluatinig performance ond year of the Strategic Compact.
and to closely monitoring the policy agenda and Information Solutions Grouip (IsCr). isG's goal is
the implementation of renewal programs. to provide a global, cost-effective solution to

The major external event that affected the enable the Bank to transform itself into a
implementation of the fiscal 1998 work program "knowledge bank." In fiscal 1998 ISG's knowl-
and the compact was the East Asian financial cri- edge management efforts spanned three
sis. The compact had already accorded strategic fronts-promoting knowledge sharing within
priority to strengthening the financial sector in the Bank; preparing the infrastructure required

FIGURE 4-6 IBRD/IDA Income and Expenditure at a Glance, Fiscal Year 1998

Where the money comes from
Comnmitment cna'ges _ rRD 1.

O(heo income - BRD,r 4%

Income fr-r invessmenrs - - DA., 5%

,ncore from development crecits 6%

Income nm i nestrments - - IBRD, 3%

Incorre from oans -IBRD17 3

Where the money goes

Management fee IDA, 2% 

Othe- expenses, 4%3

Ad-nistratve expc-ses - IBRD, 1.8%

Changes froar s per- tiors - IDA, 9% v

operating surplus)

INn etome IBRD I33 1

Borrow,s expenses - 3RD 644%

a. Other income- IBRD includes a net effect of $399 million from the Staff Retirement Plan and other
Post-retirement Benefits accounts.
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for global knowledge sharing; and delivering the As part of the Bank's Cost Effectiveness Review,
information technology platform needed to sup- cGD achieved $19 million in annual savings by
port knowledge management and to modernize terminating leases in eight buildings during fis-
business systems. cal 1998. GSD is also implementing a space effi-

Knowuledge shlaring Collaboration within the ciency plan, which envisions an overall reduc-
Bank has been strengthened through an inte- tion in office space of 20 percent at the Bank's
grated knowledge-sharing framework that headquarters, thereby further reducing annual
includes professional groups established to fa- lease costs by $19 million by fiscal 2002. The
cilitate formal knowledge sharing across organi- first stage, configuration of a pilot project with
zational lines on a daily basis. To support global- the South Asia region, has been completed; it
ization of the new business and knowledge de-emphasizes hierarchical organizational struc-
systems, the Bank's global communications net- tures and promotes teamwork and knowledge
work, including videoconferencing, has been ex- sharing.
tended to fifty-nine resident missions, and mod- GSD also achieved $1 .8 million in savings
ern, cost-effective technology for the Bank's through simplification and cost reduction in its
desktop computers has been introduced. Prepa- provision of services. It implemented a one-step
rations for sharing knowledge with partners and waste recycling program that has increased the
clients are also well underway: interactions were tonnage of recycled material by 57 percent
organized with regional development banks, IrN while reducing the related cost by 10 percent,
agencies, bilateral agencies, and private founda- and generated savings of 10 percent in annual
tions, and working relationships are being estab- energy consumption costs in one of the build-
lished with external sources of knowledge such ings in Washingotn, D.C. The travel program
as universities. In addition, the Bank's advisory continues to generate significant savings (S8
services are responding to external queries, and million in fiscal 1998) through a lowest-cost-
more of the Bank's development knowledge is fare program, negotiated hotel rates, and free
being made available to clients via the Internet. airline tickets.

Information technology platform. A strong in- Humani resources. The Strategic Compact

formation technology platform to support committed the Bank to a series of major re-
knowledge management is being put into place. newal initiatives, including a comprehensive re-
The on-line knowledge management system in- form of its human resource policies. The reform
cludes tools to help teams with project and was designed in a participative and consultative
country work. In addition, as part of the Infor- process with staff, management, and sharehold-
mation Systems Renewal (ISR) program, data ers. The resulting policy proposals (including a
and information warehouses are being con- reforrm of the pension plan) were approved by
structed that allow information to be efficiently the Board of Executive Directors on April 2,
cataloged, stored, and retrieved. Most Bank 1998. The fundamental principles guiding the
documents prepared over the last few years are reforms are several fold: attract and maintain
now available electronically. Implementation of excellent professionals; achieve a unified and di-
a common technology architecture has begun to verse staff; link pay with performance; provide
modernize the Bank's business systems based on staff with the opportunity for professional
best-practice models embedded in an industry- growth; foster continuous learning, accountabil-
leading commercial software package. The ity, and teamwork; and treat all staff fairly. Key
groundwork has been completed for replacing elements of the new Bank Group policy frame-
and consolidating over 60 systems and 100 da- work are as follows:
tabases by June 1999-in time to meet the Year * Employment policy. Staff are to be selected
2000 deadline. and evaluated against a common set of profes-

General Services Department (GSD). GSD de- sional standards, values, and criteria. New em-
signed and delivered its work program to con- ployment contracts will provide the necessary
tribute to the Bankwide efficiency and cost-ef- balance of staff continuity and work program
fectiveness objectives of the Strategic Compact. flexibility to meet changing business needs. A
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transition plan was developed to manage the managing capital flows, rural transport, and ad-
phase-out of the non-regular staff employment vanced macroeconomic management.
category (long-term temporary staff and con- Health Services Department (HSD). HSD contin-
sultants). The size of this group had become ued to provide clinical and occupational health
unsustainable in terms of both the "one staff" services to the staff of the Bank Group and the
principle and. the need to provide clients with IMF. As part of HSD's increased service strategy,
continuity and share knowledge across the an urgent care clinic was put in place to make
Bank Group. physicians accessible without appointment to

Compensation and benefhts policv. This will those staff who need to be seen on a same-day
align pay and benefits for staff recruited at basis. As a result of the work done on occupa-
headquarters and at field offices, and provide tional health research, a report on employee
all staff with access to a common set of social health in the iM-,F w#%as published during the first
benefits. A rnore portable and flexible pension quarter of fiscal 1998. This resulted in several
plan is now offered to staff hired for more than follow-up programs such as stress management,
one year. To strengthen mobility incentives for workstation assessment, and cardiovascular
participants in the existing Staff Retirement health education. Special health promotion ac-
Plan, the plan was amended to allow partici- tivities targeting high-risk or specific groups
pants to retire with an accrued pension starting were offered during the first half of fiscal 1998.
at age fifty. Staffing and recruitment. At the end of fiscal

D Skills anid diversity. A systematic and sus- 1998, there were 9,262 staff on board in the
tained program designed to ensure that the Bank. This number represents all levels of staff
Bank Group recruits and retains a diverse in W/Vashington, D.C. and in local offices and in-
workforce of the necessary professional excel- cludes all employment categories: regular,
lence was developed. fixed-term, long-term consultants, and long-

* Leadership arnd professional development. A term temporaries. Of the total staff, 51 percent
comprehensive and integrated approach to are women and 53 percent are developing-
management selection and professional devel- country nationals. Nineteen percent (1,779) of
opment was introduced. The networks have de- all Bank Group staff work in local offices, and of
veloped professional training programs; further, those, 47 percent are women and 92 percent are
steps to ensure access to development and train- developing-country nationals. Twvo hundred
ing opportunities for staff in local offices and ninety-seven regular and fixed-term staff were
office administration staff have been taken. recruited at headquarters in fiscal 1998 (a sig-

Learning and Leadership Center (Ll C). Over nificant increase over fiscal 1997), of whom 35
9,000 staff and managers attended more than percent are women. Thirty-seven percent of re-
600 learning/training activities, and 240 manag- cruits are from developing countries. Recruit-
ers and potential managers attended the Execu- ment is expected to remain at a high level in
tive Development Program (EDP). Fifteen "Sec- the next fiscal year, in line with the Bank's re-
tor Weeks," organized by the Bank's new newal objectives.
professional networks, brought together more The Young Professionals (yp) program ex-
than 3,300 staff and outside specialists. Thirty- panded in fiscal 1998 to help meet the skills
nine staff undertook external development as- needed to implement the Bank's renewal. Fifty-
signments, providing them with targeted learn- two YPs, recently trained in cutting-edge tech-
ing opportunities. The Presidential Fellows nologies in their fields, were recruited from
program brought seven eminent specialists and twenty-nine countries. Their expertise included
scholars to the Bank. The LLC continued its part- economics and finance, public health, educa-
nership with the IMF Institute to offer courses tion, natural resource management, infrastruc-
for Bank and IMF staff, and offered twenty-two ture, private sector development, anthropology,
programs jointly with the Economic Develop- and sociology, as well as expertise to meet the
ment Institute (EDi) where Bank staff and client Bank's newer needs, such as skills in post-con-
country participants studied subjects such as flict resolution and governance.
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PHOTOS FROM THE FIELD

some of the Bank's ultimate clients - young people living in Bank client countries -contribute to
this year's Anwiual Report by providing photographs of what development means to them.

In Br-azil., poor people have 
salvaged these "imperfect"

fruits and vegetables (not good :i'
enough for processing or for
the supermarket shelves) to 

stave off their hunger.

(Daiiel Pereira Lima. age 16, ;
Escola Esradual de Segundo Grsu
"Condessa Filomena Matarazzo."

S5o Paulo, Brazil) 7

Farmers bring their produce to
sell in this Ghanaian market.

(John Boakye, age 19,
Armed Forces
Secondary Technical
School, Kurmssi.
Ghana)

Healthy educated people both contribute to, and benefit from, their country's44 i, ~~~development. In Chile a nurse takes care of a child's health and the country's future.

(Leslie Maldonado, age 1 6 Liceo Comercial, Presidence Frei. Montalva, Lota, Chile)

4~~~~~~~~



Disposable camneras were sent to the coordinators of the Economic Development Institute's World Links for Devel-
opment Program - now in ten countries. Students at the ten participating schools were asked to illustrate what
development means for them. The winning entries are shown here.

At a school in Senegal, children learn

to read and write.

(Mamadou Woury Diallo, age 12,
* ~~~~~~~~~~~~~~~~~~~~~~~~~~~Ecole Bamba Mbarkhane Diop 2,

Dakar, Senegal)

In South Africa, pipes will take water to a rural
area that had none before.

(Mbane Cingisizwe, age 16, Kwakomani Comprehensive
School, Queenstown, South Africa)

Access to water is critical for healthy lives and for the environment. Children collect water from
this pump in Mozambique to meet their family's needs for cooking and cleaning.-

(Cremildo Carlos Jorge, age 20, School 25 de Setembro-Quelimane. Mozambique)

vz~ ~ ~ ~
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SECXTION FIVE WORID BANK FINANCES

IBRD financial highlights francs for .iix o-based and * $50( million to the gen-

fixed-rate single-currency era] reserv es to maintaini the
Highlights of the imia's fi- loans respectively; targeted reserves-to-loan ratio;

nancial performiance in the fis- * conversion of $14,703 * $112 million to a pension
cal year ending June 30, 1998, million of undisbursed reserve representing the differ-
are: multictrrencvs pool loans to ence between the actual fund-

* net income of $ I,243 mil- single-currency loans terms ing of the Staff Retirement
lion; and $29,408 million of dis- Plani and its accounting ex-

* newT loan commitments to bursed and undisbursed penses for fiscal 1997;
member countries of $21, 086 multicurrency pool loans to * $304 million equivalent in
million; single- currency pool terms, si)as in the component curren-

* loan disbursements to under the progr-am of currency cies of the sonR as of June 30,
member countries of $19,232 choice offered to borroxvers 1997, as an immediate grant
mnillion; with multicurrency pool loans to OA;

* outstanding borrowings, at for wvhich the invitation to ne- * $530 million to the HLIn

fiscal year end, of $105,577 gotiate vas issued by Septem- Debt Initiative Trust Fundl in
million, after swaps with an ber 1, 1996; support of the l,IPw Debt Ini-
average maturity of five years; * loan loss provisions main- tiative;

* average cost of all borrow- tained at a level equal to 3 * $119 million to surplus.
ings, after sw,-aps, of 6.1 0 per- percent of total loans dis- The Board of Governors
cent; bursed and outstanding pius approved a selective capital

newN policy specifying the the present value of callable increase (s of 23,246 shares
minimurm size of the liquid as- guarantees. At the end of the providing sonme S2,636 million
set portfolio, as approved by year, there xvere eight coun- in callable capital and $168
the executive directors in tries with loans in nonaccrual million in paid-in capital. They
April 1997, was implemented status with an aggregate prin- also approved a tranlsfer of
beginning with fiscal 1998; at cipal balance outstanding of $150 million from surplus by
the end of fiscal 1998, iBRia's $2,044 million representing 2 way of a grant to a\IC;A to be
liquidity totaled $24,648 mil- percent of the total mi) out- used as part of tii s capital
lion and financial return on standing loan portfolio; resources to strengthen its fi-
the investment portfolio was * waiver of twenty-five basis nancial position.
5.62 percent; points of the semester interest Further information about

* a reserves-to-loan ratio of rate of loans to all borroavers IBRD'S financial policies and re-
14.06 percent; that had made all loan-service sults of operations is contained

* strong demand for single payments within thirty days of in the Management's Discus-
currency loans as borrowvers their due date continued; sion and Analysis (MD&A)
selected m IBoR-based single- * waiver on part of the section preceding the financial
currency loan terms for mBRD's commitment charge on statements.
$1 5,434 million and fixed-rate undisbursed balances contin-
single-currencv loan terms for ued, resulting in a reduction of IDA finances
$4,626 million; that fee from seventy-five to IDA'S coninn1itme1nt authoritv.

* single-currency lending twenty-five basis points. IDA is funded by donor contri-
rates ranging from 5.76 per- The Board of Governors butionis and RIaO resources.
cent to 6.09 percent in U.S. agreed at the September 1997
dollars, from 3.34 percent to Annual Meeting to allocate 1. Reflow-s, Investment Income, 'BRD

4.03 percent in deutsche net income earned during fis- NTet Transfers and Other Resources

mark, and from 3.60 percent cal 1997 as follows:
to 4.01 percent in French
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Donor contributions are "replenished" by an ments of past II)A credits and IBRD net income
agreement among donors every three years. Fis- transfers.
cal 1998 was the second year of the eleventh re- On February 12, 1998, IDA-1 I became effec-
plenishment oF IDA (IDA-1 1), which is designed tive. This was triggered by the receipt on that
to provide IDA with resources to fund credits date of the United States' Instrument of Com-
committed during the period July 1, 1996 to mitment for IDA-1 1.

2 As of June 30, 1998, IDA

June 30, 1999. has received notifications of participation from
The total expected commitment authority for thirty-five donors.3 At the end of fiscal 1998, to-

IDA-il is SDRi 14.1 billion, including the Interim tal available resources for IDA-I I were Sl>R 9,785
Trust Fund (JTF) administered by IDA (see box million, including ITP. This comprised SDR 2,121
5-1). The DTF was established by all iDA donors, million from IDA-I 1 donor contributions, SDR

except the United States, to fund operations
while the United States became cturrent on 2. On the same date, the United States cleared its IInA-1()

mIDA-I0. The commitment authority for inA-1 1 arrears.

cmreSD4.6 billion from mix-I I donor 3. Australia, Austria, Belgium, Botsswana, Brazil, Canada,comprises SDR 4.6 billion froM IDA- I I donor the Czech Republic, Denmark, Finland, France, Germl-ans,
contributions, SDR 2.1 billion from T FF donor Greece, Hungary, Iceland, Ireland, Israel, Japan, the

contributions, SDR 1.3 billion from the Republic of Korea, Luxembourg, Mexico, Netherlands,

unreleased portion of contributions carried over New Zealand, Norway, Oman, Poland, Portugal, Russia,
Saudi Arabia, Slov-ak Republic, South Atrica, Spain,

from the IDA- 1 0 period, and SDR 6.1 billion from Swsitzerlandj urkey, the United Kingdom, and the Ut-nited

RITO resources, mostly comprising advanced States.

commitment authority from expected repay-

BOX 5-1. IMPLEMENTATION OF THE INTERIM TRUST FUND

The Interim Trust Fund (ITF) was established in would remain unallocated. It also specified that the
the context of thae funding arrangements proposed by use of such funds (that is, with or without procure-
IDA deputies in iMarch 1996 for the IDA- II Replen- ment restrictions) would be determined by December
ishment period (fiscal 1997-99). WVith resources of 31I, 1997.
SDR 2.2 billion, the iTF'S aim was to ensure adequate Following the November 1997 clearance of ar-
availability of resources to fund credits in fiscal rears to IDA4-1 0 by the United States and payment of
1 997-99 in the face of inability of one of the major the first tranche of its pledge to IoD-I 1, in Deceniber
IDA donors (the United States) to contribute to TDA- 1997, the ITF donors proposed, and IDA's executive
11 until fiscal 1998, pendingfulfillment of its com- directors agreed, to lift procurement restrictions from
mitments to IDA- I 0. Decisionmaking and procure- SDR 700 million in uncommitted ire funds. Credits
ment eligibility affecting credits funded by the iTF funded by such an amount are processed according
were limited to irF donor countries and to countries to irF decision-making procedures but are not subject
that are eligible to borrow from the IBRD and IDA. to fTF-related procurement restrictions.

The ITt' became effective in November 1996, and As of June 30, 1998, a total offorty-two iTF

the first iTr projects were approved in December projectsfor SDR 1,716 millioni had been approved, of
1996. As of June 30, 1998, donor payments to the which thirty-onefor SDR 1,168 million infiscal 1997
irF totaled SDR 2,042 million; sDR 8 million in and eleven for SDR 549 million in fiscal 1998. The

pledges from two donors remained outstandiing. In- fiscal 1998 approvals, which included three ITF
cluding outstanding pledges, total ITF resources would projects for SDR 354 million without procurement re-
reach SDR 2,050 million. strictions, were part of total iDA lending of 135

In February 1997, the iTF donors reached an projects for SDR 5,562 million. ITF projects expected to

agreement, later confirmed by iDA's executive direc- be approved in fiscal 1999 conmprise two projects for
tors, affecting the implementation of the iTF. The SDR 56 million with procurement restrictions and
agreement stipulated that up to SDR 700 million in three projects for SDR 255 million without procure-
ITF funds uncommitted as of the end offiscal 1997 ment restrictions.
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1,307 million from IDA-1
0 donor contributions, Against the resources made available in fiscal

SDR 2,042 million from ITF donor contributions, 1998, IDA has made commitments of s1)R 5,562
and SDIR 4,315 million from RITO resources. million, of which SDR 549 million was funded

During fiscal 1998, IDA-1 I available donor by the ITF and SDR 5,013 million was funded by
funds totaled SDR 2,804 million, which con- IDA- 11 resources.
sisted of SDR 2,121 million from IDA- I I donor IDA s commitment fee. For each fiscal year the
resources, SDR 159 million from ITF donors re- level of commitment fee is set by the executive
sources (representing payment from Ireland, directors based on an annual revieW of IDA'S fi-
Italy, Spain, and Turkey), and SDR 524 million nancial position. The commitment fee for fiscal
from IDA-l0 donor resources. The latter amount 1999 was set at 0 percent for all IDA credits.
includes (i) SDR 431 million from the clearance ID,A'S commitment fee has been 0 percent from
of IDA-1 O arrears by the United States (SIDR 170 fiscal 1989 through fiscal 1998.
milliori) and Italy [SDR 261 million) and (ii) the
release of the corresponding amount in
Germany's contribution (SDR 93 million), which
had not been available for commitment author-
ity pending clearance of arrears by the United
States. Also during fiscal 1998, SDR 2,038 mil-
lion in RIo resources was made available for
commitment, including the transfer of SDR 218
million from the IBRD'S fiscal 1997 net income
and SDR 1,820 million of commitment authority
against repayments and other income. Of the
latter ainount, SDR 1,750 million is for regular
credits and another SDR 70 million is for supple-
mentary credits for IDA-only borrowers with
IBRD loans outstanding.

Additional contributions to IDA of about $250
million are expected from Brazil, Denmark, the
Republic of Korea, Spain, and Turkey. These
countries are also expected to maintain higher
IDA shares in IDA- 12 and thereafter.
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SUMMARIES OF PROJECTS APPROVED FOR IBRD, IDA,
IDA INTERIM TRUST FUND, AND TRUST FUND FOR GAZA

AND THE WEST BANK ASSISTANCE IN FISCAL 1998

AGRICULTURE

Ot§Argentina IBRD-$75 million. Productive and organizational capacity of poor, rural
communities will be enhanced, economic infrastructure improved, and
incomes of will increase. Total cost: $108 million.

0 Armenia IDA-$14.5 million. Increased agricultural productivity will be supported
by developing private sector farming and agroprocessing and strengthen-
ing agricultural institutions and services. Total cost: $19.8 million.

O t§Bangladesh IDA-$11.35 million. The productivity and incomes of small-holder silk
producers (most of whom are poor, rural women) will be improved.
Total cost: $12.99 million.

Of§Benin IDA-$4 million. This learning and innovation credit will support a pilot
program to improve the capacity of rural women and village communi-
ties in the Borgou region to better manage their socioeconomic environ-
ment through sustainable development activities. Total cost: $5 million.

B Bosnia and IDA (ITF)-$7 million. Forest resources will be sustainably managed and
Herzegovina protected as the wood harvesting and processing sectors are resumed.

Potential environmental imnpacts will be controlled. Total cost: $20.2
million.

§ Brazil [BRD-$55 million. Agricultural production, productivity, and farm in-
comes of about 90,000 mostly small-scale farmers will be increased in ar-
eas with high concentrations of poverty, and natural resources will be
conserved. Total cost: $124.7 million.

Ot§Brazil IBRD-$140 million. Loans to the states of Paraiba ($60 million) and
Maranhao ($80 million) will improve living conditions of about 1.7 mil-
lion people in isolated settlements in rural areas by providing employ-
ment opportunities and greater access to water, electricity, and other
basic infrastructure. Total cost: $186.7 million.

0§ Burkina Faso IDA-$41.3 million. About 800,000 smallholder families, especially
women farmers, will benefit from better food security, nutrition and pov-
erty reduction as agricultural productivity is increased through provision
of essential services, and sustainable production systems for rainfed and
irrigated crops and livestock production are developed. Total cost: $47.3
million.

China IBRD-$100 million. Coastal resources will be sustainably developed,
pressure on coastal fishery resources reduced, and aquatic product qual-
ity improved. Total cost: $200 million.

Data in this section have been compiled from documentation provided at the time of
project approval. Projects marked by § are included in the Program of Targeted Interven-
tions, and those marked by t are poverty-focused adjustment operations. Projects marked
by 0 indicate NGO involvement, from information sharing and consultation to active
participation. Projects with mechanisms for stakeholders to exercise shared decision
making and higher levels of control and ownership are marked by t. Other projects,
although not so marked, also involve significant and systematic consultation with
stakeholders to enhance the prioritization of local needs and to engender ownership.
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China IBRD-$150 million. State farm commercialization will be supported.
Total cost: $300 million.

0§ China IBRD-$90 million; IDA-$60 million. The Tarim Irrigation Project will be
expanded. Incomes of some 20,000 poor farmers' households will be in-
creased through irrigated agricultural development in the Xinjiang Uygur
Autonomous Region. Total cost: $272.6 million.

§ China IBRD-$1 00 million; IDA (ITF)-$ 1 00 million. The incomes of some 2
million poor people will be raised through development and improved
environmental management of forest resources in poor areas of central
and western China. Total cost: $364 million.

Of China IBRD-$300 million. Agricultural production and farmers' incomes will
be increased. Mechanisms will be established for the sustainable use, de-
velopment, and management of water and land in irrigated areas in the
Huang-Huai-Hai Plain. Total cost: $849.3 million.

O$§Colombia IBRD-$5 million. This learning and innovation loan will develop a repli-
cable methodology to establish and operate the Peasant Enterprise Zone
for areas of colonization affected by violence and illicit activities, and
prototype actions to protect rainforest reserves and indigenous territories.
Total cost: $6.6 million.

§ Ecuador IBRD-$20 million. Development of an agricultural census and informa-
tion system will help target rural poverty reduction activities. Total cost:
$25.3 million.

0$§ Egypt IDA-$15 million. Some 26,000 low-income families will receive support
to settle and farm 130,000 feddans of recently developed lands in the
East Delta. Total cost: $91.2 million.

§ Ethiopia IDA-$60 million. The agricultural research system will be strengthened
and improved, including its infrastructure and human resource capacity,
and will better respond to small farmers' needs and priorities. Total cost:
$90.6 million.

0$ India IBRD-$96.8 million; IDA-$100 million. The efficiency and effectiveness
of agricultural research and its dissemination to farmers will be improved.
Total cost: $239.7 million.

O$§ India IDA-$52.94 million. About 1,000 forest fringe village communities and
another 230 communities in the plains of Uttar Pradesh will benefit
from improved access to forest products and grazing, improved agricul-
ture, and alternative income-generating activities. Total cost: $65 million.

0$ India IBRD-$79.9 million; IDA-$50 million. Support for Uttah Pradesh's di-
versified agricultural production systems will increase agricultural pro-
ductivity, promote private sector development and improve rural infra-
structure. Total costs: $160.5 million.

O$ India IDA-$39 million. The retrograde trend in forest development will be ar-
rested and forest productivity in Kerala improved in an environmentally
and socially sustainable manner. Total cost: $47 million.
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Ot§Indonesia IBRD-$16.3 million. Incomes and agricultural productivity will be in-
creased for about 50,000 households (including isolated ethnic groups)
through investments in crops, access to credit, small-scale infrastructure
development, and removal of transport and marketing constraints. Total
cost: $20.5 million.

Of§Indonesia IBRD-$20.5 million. About 40,000 rural households in one of Sumatra's
poorest provinces will benefit from new agricultural technologies and
improved village infrastructure. Total cost: $25.7 million.

0 Kazakhstan IBRD-$15 million. This adaptable program loan lays the groundwork for
accelerating commercialization of rural enterprises by supporting the
first phase of the Agricultural Post-Privatization Assistance Program. To-
tal cost: $23.78 million.

O$ Kyrgyz Republic IDA-$15 million. Agricultural support services will be established to im-
prove productivity, profitability, and sustainability of agriculture. Total
cost: $30.2 million.

Kyrgyz Republic IDA-$35 million. At least 50,000 farmers will benefit from having their
irrigation water supply restored. Total cost: $46.8 million.

Ot Lesotho IDA-$6.8 million. More sustainable and client responsive agricultural
support services will be put in place at local and district levels. Total cost:
$14.3 million.

Ot Macedonia, Former IBRD-$ 7.5 million; IDA-$5 million. About 25,000 farmers will benefit
Yugoslav Republic of from increased agricultural production as irrigation infrastructure is

rehabilitated. Total cost: $32.46 million.

Ot§Mexico IBRD-$47 million. This adaptable program loan, aimed at improving
smallholders' productivity and food security in six marginal areas, is the
first phase of the Rural Development in Marginal Areas Program. Total
cost: $63 million.

O$§Moldova IDA-$5 million. This learning and innovation credit supports develop-
ment and testing of a cooperative rural banking system to provide finan-
cial services to small-scale private farmers and small rural entrepreneurs.
Total cost: $6.1 million.

Morocco IBRD-$20 million. Some 28,000 farmers will benefit from dependable
water resources. Total cost: $25.6 million.

Oc§Nepal IDA-$79. 8 million. Integrated river basin planning will lay the founda-
tion for sustainable water resources management. About 132,200 small
and marginal farmers will benefit from increased agricultural production,
job opportunities, and farm incomes. Total cost: $103 million.

Nepal IDA-$24.3 million. The management and capacity of agricultural re-
search and extension services will be improved. Total cost: $30.5 million.

0-t Pakistan IDA-$285 million. Tenant farmers and smallholders will increase agricul-
tural output as irrigation and drainage is improved and waterlogging and
salinity problems are reduced. Total cost: $785 million.

O4§Papua New Guinea IBRD-$5 million. Emergency responses to help rural people better cope
with drought brought about by the 1997/98 El Nifno phenomenon, and
other natural disasters, will be developed. Total cost: $5.5 million.
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OI§ Philippines IBRD-$50 million. Rural poverty and environmental degradation will be
reduced through locally generated and implemented natural resource
management projects. Total cost: $67.5 million.

Romania IBRD-$25.5 million. A general cadastre and land registration system will
be established. Total cost: $37.3 million.

0 Senegal IDA-$8 million. The government's export-led strategy will be supported
through development and diversification of private agricultural exports.
Total cost: $10.4 million.

Of Sri Lanka IDA-$57 million. Natural resources in the Mahaweli River basin and wa-
tershed area will be managed more efficiently, productively, and
sustainably. Total cost: $74.2 million.

Tanzania iDA-$21.8 million. The agricultural research system will be strengthened
to help increase the efficiency and productivity of crop and livestock
production. Total cost: $46.08 million.

O$ Togo IDA-$26.2 million. Improved extension services, access to credit, and
priority research will raise agricultural productivity, production, and liv-
ing standards of rural households. Total cost: $52.6 million.

Tunisia IBRD-$42 million. Incomes of some 1,500 farm households will increase
through more sustainable water usage, and development, delivery, and
adoption of improved farming practices. Total cost: $67.9 million.

Ot Turkey rBRD-$20 million. Agricultural productivity will be improved through ir-
rigation, privatization, and improvements in operation and maintenance.
Total cost: $58.76 million.

Ot§Vietnam IDA-$66.9 million. Farmer's incomes and rural employment will in-
crease as a smallholder rubber sector is established, livestock production
upgraded, and crop production intensified in the poor central highland
and coastal provinces. Total cost: $84.28 million.

§ Yemen IDA-$2 4 .7 million. The livelihood of about 8,750 very poor people and
their families will be improved through land allocation, off-farm income
development, and social and economic development of rural communi-
ties. Total cost: $45.8 million.

Ot§Yemen IDA (ITF)-$12.5 million. About 116,000 of the poorest rural households
will benefit from increased agricultural production of rainfed and irri-
gated crops. Total cost: $14.3 million.

0O Zimbabwe IDA-$8.8 million. Agricultural policy formulation and implementation
will be improved, and agricultural support services will be more client-
responsive and sustainable. Total cost: $33.45 million.

EDUCATION

0t Argentina [BRD-$119 million. Access to basic education will be increased and the
quality improved, including two hundred targeted schools which serve
low-income and educationally at-risk students. Total cost: $170 million.

0 Armenia IDA-$15 million. The quality, efficiency, and equity of access to educa-
tion will be improved. Total cost: $23.9 million.
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0§ Bangladesh IDA (ITF)-$150 million. The first phase of the government's Primary
Education Development Program, which will improve the quality and
efficiency of the school system, particularly in underserved areas in the
eastern region, will be supported. Total cost: $ 2,039.5 million.

t§ Bhutan IDA-$13.7 million. Basic education will be improved for some 8,000
students; an additional 5,000 student places will be available, particularly
benefiting children from the poorest rural areas. Total cost: $21.18
million.

§ Bolivia IDA-$75 million. Bolivia's education reform program will be comple-
mented with activities to improve the quality of schooling and increase
the number of years of schooling completed, particularly at the primary
level. Girls in impoverished areas will especially benefit. Total cost: $116
million.

0 Bosnia and IDA (ITF)-$1 1 million. The provision of acceptable-quality education
Herzegovina will be restored thereby improving school-age children's educational

qualifications and productive potential. Total cost: $ 1 1 million.

0 Brazil IBRD-$155 million. The science and technology sector will be reformed
and improved to promote scientific research and technological innova-
tion. Total cost: $360 million.

§ Brazil IBRD-$62.5 million. About 1.3 million primary school children, particu-
larly those from the poorest regions, will benefit from more school
places, adequate learning materials, certified and well-paid teachers, and
committed parents. Total cost: $125 million.

Cameroon IDA-$4.9 million. This learning and innovation loan will pilot a new
model of public higher education that is more responsive to the needs of
the economy. Total cost: $6.35 million.

0§ Colombia IBRD-$40 million. Basic education will be improved for poor and at-risk-
of-violence communities in the department of Antioquia through better
access to schools and better quality education. Total cost: $80 million.

04§Colombia IBRD-$7.2 million. Some 95,000 children living in the municipality of
Pasto (about 40 percent of whom live below the poverty line) will ben-
efit from increased access to better-quality, basic education. Total cost:
$12 million.

0§ Cote d'Ivoire IDA-$53.3 million. The government's National Education and Training
Development Plan-one objective of which is to reach universal primary
education by 2010-will be supported. Access to basic education will be
increased in underserved areas. Total cost: $82.8 million.

0§ El Salvador IBRD-$58 million. The coverage of secondary schools will be expanded,
including scholarship programs to low-income students, and their quality
and efficiency improved. Total cost: $77.1 million.

Ot§El Salvador IBRD-$88 million. This adaptable program loan will improve and expand
the coverage, quality, and efficiency of education, especially in rural and
marginal urban areas. Total cost: $119.1 million.

0§ Ethiopia IDA-$ 100 million. The first five-year phase of the Education Sector De
velopment Program will be supported, which aims to achieve universal
basic education by 2015 and improve overall educational attainment
with greater social equity. Total cost: $1,799 million.
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0 Hungary IBRD-$36.4 million. Youth unemployment will be reduced through im-
proved vocational education. Total cost: $60.1 million.

Hungary IBRD-$1 50 million. The capacity of the higher education system will be
increased and the quality and relevance of learning will be improved.
Total cost: $250 million.

c§ India IDA-$152 million. Access and quality of primary education in the state
of Bihar, particularly for disadvantaged groups, will be improved. Total
cost: $199.7 million.

t§India IDA-$59.4 million. Access and quality of primary education in Uttar
Pradesh, particularly for disadvantaged groups, will be improved. Total
cost: $75.7 million.

Indonesia IBRD-$103.5 million. The quality of basic education will be improved in
West Java, and access to junior secondary education increased. Total cost:
$130.2 million.

§ Lebanon IBRD-$63 million. As part of Lebanon's reconstruction effort, the
vocational and technical education system will be improved to make it
more responsive to market needs and to give access to students from
low-income families. Total cost: $68.87 million.

§ Macedonia, former IDA-$5 million. More than fifty primary schools will be rehabilitated in
Yugoslav Republic of predominately rural, high-poverty areas and the quality of education

improved countrywide. Total cost: $12.6 million.

Of§Madagascar IDA-$65 million. More and better-trained students will graduate at all
levels of education and at sustainable cost. And access to primary and
secondary education in the poorest rural areas will be expanded. Total
cost: $183 million.

0 Malawi IDA-$48.2 million. Secondary education will be expanded and im-
proved. Total cost: $54.7 million.

0$§Mexico IBRD-$115 million. This adaptable program loan supports the govern-
ment's compensatory education programs, working with poor, indig-
enous, and marginalized communities. Total cost: $150 million.

Mexico IBRD-$300 million. The generation, diffusion, and application of knowl-
edge for innovation in support of economic and social development will
be promoted. Total cost: $662.8 million.

0§ Mexico IBRD-$180.2 million. Access to higher education, particularly for finan-
cially needy students, will be improved and more effective and finan-
cially sustainable student loan institutions will be developed. Total cost:
$287.9 million.

Moldova IDA-$5 million. This supplemental credit supports the General Educa-
tion Project approved in fiscal 1997. Total cost: $20 million.

0§ Pakistan IDA-$22.8 million. More than a million children, particularly in poor ar-
eas, will benefit from improved school quality; overall elementary school
enrollments in Northern Pakistan will expand by 28 percent; and the
number of girls in school will double. Total cost: $36 million.

Ot§ Pakistan IDA-$250 million. Support for the Social Action Program will be contin-
ued to improve elementary education, primary health, population wel-
fare, and rural water supply and sanitation services. Total cost: $1,270.2
million.
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§ Romania IBRD-$70 million. The quality and coverage of education in the poorest
communities will be improved through rehabilitation of mainly rural
schools and provision of adequate facilities. Total cost: $130 million.

§ Sri Lanka IDA-$ 70.3 million. The quality, management, financing of, and access to,
education programs will be improved. Deprived schools in slum areas
will be targeted for improvement. Total cost: $83.4 million.

Ot§Tanzania IDA-$20.9 million. School enrollments and the quality of learning will
be raised in primary schools, and educational opportunities at the sec-
ondary level, particularly for poorer girls, will be improved. Total cost:
$24 million.

0 Tunisia IBRD-$80 million. Access to quality higher education will be promoted
and the public education sector will be improved. Total cost: $106.6
million.

0§ Turkey IBRD-$300 million. This adaptable program loan supports phase 1 of the
government's basic education program aimed at achieving universal basic
education coverage and improving its quality and relevance. Total cost:
$2,512.2 million.

t Uganda IDA-$80 million. Budget support will be provided to implement the
government's Universal Primary Education Policy, which supports uni-
versal primary education by offering all families free primary education
for up to four children.

ELECTRIC POWER AND OTHER ENERGY

0 Bangladesh IDA-$235 million. Private participation in infrastructure development
will increase thermal power generation capacity, enhance gas transmis-
sion infrastructure, and develop other infrastructure. Total cost: $886
million.

Bosnia and IDA-$25 million. Power generation, transmission, and distribution
Herzegovina systems will be restored to reconnect consumers still without power after

the war and reduce power outages and other quality of service defects.
Total cost: $169.8 million.

0§ Chad IDA-$5.3 million. An economic and sustainable supply of energy will be
provided for households, particularly those in poor areas, through a
community-based participatory approach that includes environmental
awareness. Total cost: $6.3 million.

China IBRD-$300 million. Power shortages in Hunan Province will be allevi-
ated by providing an efficient, reliable, and environmentally sound power
supply. Total cost: $747.2 million.

0 China IBRD-$250 million. Bottlenecks in power transmission infrastructure will
be alleviated and the electricity trade commercialized in East China. To-
tal cost: $888.6 million.

0 Ethiopia IDA-$200 million. Power sector efficiency and sustainability will be im-
proved and electricity generation capacity increased. Total cost: $295.89
million.
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India IBRD-$60 million. This adaptable program loan will support the first
phase of the Haryana Power Sector Restructuring and Development Pro-
gram by establishing a new legal, regulatory, and institutional framework
and initiating privatization of power distribution. Total cost: $79.7
million.

Kyrgyz Republic IDA-$15 million. Supplemental financing will be provided to complete
the rehabilitation of the Bishkek combined heat-and-power plant. Total
cost: $116.2 million.

0 Lao People's IDA-$3 4 .7 million. Some 50,000 households in 520 rural villages
Democratic Republic without electric power will be connected to the electricity grid.

Total cost: $39.3 million.

Macedonia, former IBRD-$35 million. Electricity generating reliability and efficiency will be
Yugoslav Republic of improved and capacity expanded. Total cost: $39.6 million.

Senegal IDA-$ 100 million. Energy sector reforms to provide more efficient elec-
tricity service and lower energy prices will be supported, thereby im-
proving competitiveness and growth prospects, increasing job opportu-
nities, reducing deforestation, and raising rural incomes and employment.

Turkey IBRD-$270 million. Adequate transmission grid capacity will be devel-
oped in a timely and environmentally sustainable manner and power sec-
tor reform will be continued. Total cost: $502 million.

Ukraine IBRD-$200 million. The Kiev district heating system will be improved.
Total cost: $308.9 million.

'Vietnam IDA-$ 199 million. The transmission network will be strengthened, distri-
bution systems rehabilitated and expanded, and the distribution network
in areas affected by Typhoon Linda will be reconstructed. Total cost:
$332 million.

0 Zambia IDA-$75 million. Reform and rehabilitation will put the power sector on
a least-cost and financially sustainable path. Total cost: $203.59 million.

ENVIRONMENT

0 Argentina IBRD-$ 18 million. Pollution management will be improved. Total cost:
$36 million.

Azerbaijan IDA-$20 million. Four of Azerbaijan's most urgent environmental prob-
lems will be addressed: declining sturgeon and caviar stocks, mercury
contamination, industry pollution, and the lack of effective environmen-
tal institutions. Total cost: $24.5 million.

0§ Brazil IBRD-$51 million. Access to quality water supplies will be improved in
poor, rural areas, and efficient and participatory management and use of
water will be promoted, in the State of Bahia. Total cost: $85 million.

§ Brazil IBRD-$198 million. Rational and sutainable use and participatory man-
agement of water resources will be promoted in Brazil, particularly in the
Northeast. Access to water for domestic and productive purposes will
improve the quality of life for some 1.3 million of Brazil's poorest
people. Total cost: $330 million.
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Bulgaria IBRD-$16 million. This pilot project will reduce environmental hazards
at a copper smelter and provide a model for addressing past environmen-
tal damages and liabilities in the process of privatization. Total cost:
$25 million.

0 China IBRD-$63 million. Sustained increases in energy efficiency will be
achieved along with reductions in growth of carbon dioxide emissions
and other pollutants. Total cost: $150.8 million.

0§ China IBRD-$72 million; IDA-$ 2 0 million. The urban poor, women, and ethnic
minorities will especially benefit from improvements in the environment
of Nanning and Guilin. Total cost $175 million.

China IBRD-$95 million. Environmental conditions in Shandong Province will
be improved and wastewater and water supply infrastructure will be
overhauled, ensuring a water supply for over one million people. Total
cost: $202 million.

Ot Dominican Republic IBRD-$3 million. Through a learning and participatory process, this
learning and innovation loan will create the basis for a longer-term pro-
gram to reverse environmental degradation. Total cost: $3.7 million.

t§ Ecuador IBRD-$
2 5 million. The incomes and quality of life of about 815,000

poor indigenous and Afro-Ecuadorian people will be improved through
more secured access to land and financing for subprojects. Total cost:
$50 million.

0 Egypt IBRD-$
2

0 million; iDA-$15 million. Industrial pollution, which causes
adverse health effects and ecological degradation, will be reduced. Total
cost: $48.7 million.

0$ Ghana IDA-$9.3 million. This adaptable program credit will implement the first
phase of the Natural Resource Management Program to protect, rehabili-
tate, and sustainably manage national land, forest, and wildlife resources;
the income of rural communities who own the resources will be in-
creased. Total cost: $25.7 million.

04§Indonesia IBRD-$6.9 million. A framework for a national coral reef management
system, including a community-based fisheries management program to
assist poor fisherfolk, will be established. Total cost: $12.8 million.

0 Latvia IBRD-$ 7 .9 million. The country's largest waste disposal site will be
remediated and improved. Total cost: $25.21 million.

0 Peru IBRD-$150 million. The government's efforts to mitigate the potentially
severe impact of the 1997-98 El Ninio phenomenon will be supported.
Total cost: $430 million.

0§ Venezuela IBRD-$28 million. Environmental management will be strengthened, pri-
vate environmental services fostered, and the national cartography sys-
tem modernized. People's general health and living conditions, particu-
larly those living in poor areas, will be improved. Total cost: $45 million.

Ot§Vietnam IDA-$21.5 million. Natural forests with high biodiversity will be pro-
tected and managed, and the living conditions of villagers in forty com-
munes or towns, many of whom are living below the poverty level, will
be improved. Total cost: $32.29 million.
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Of Zimbabwe IDA-$62.5 million. The government's ability to manage and protect
wildlife and their habitats will be enhanced. Total cost: $75 million.

FINANCE

Bolivia IDA-$20 million. Technical assistance will be provided to prepare laws
and regulations for the financial, infrastructure, and business sectors; to
implement a privatization and corporatization program; and to imple-
ment the government's reform program and support project manage-
ment. Total cost: $32.34 million.

Bosnia and IDA-$5 million. Private enterprise activities will be restarted and
Herzegovina expanded in Republika Srpska resulting in increased economic activity,

employment, and income. Total cost: $20 million.

Brazil IBRD-$20 million. The Central Bank's modernization effort will be
complemented by a program to professionalize banking supervision and
mainstream international best practices. Total cost: $24.6 million.

Croatia IBRD-$30 million. Fresh capital will be provided to expand or restruc-
ture private or newly privatized enterprises; commercial banks will be
strengthened; and a market for medium- and long-term financing of in-
vestment projects will be fostered. Total cost: $52 million.

0 Ecuador IBRD-$21 million. The state's institutional framework for international
trade management will be modernized and international trade market ac-
cess will be increased. Total cost: $42.6 million.

Guyana IDA-$1.5 million. Funds from IDA reflows will be made available to
supplement the Private Sector Development Adjustment Credit ap-
proved in fiscal 1995.

Indonesia IBRD-$20 million. The structure, resilience, soundness, and efficiency of
the banking system will be improved. Total cost: $20.5 million.

t Korea, Republic of IBRD-$3,000 million. Balance of payments assistance will support the fi-
nancial and real sector reform program; support government efforts to
deal with the immediate liquidity crisis; and support the medium-term
reform program, including assessing the adequacy and targeting of fiscal
expenditure on social assistance programs.

t Korea, Republic of IBRD-$2,000 million. A part of the internationally coordinated support
package, this loan will help Korea deal with its immediate foreign ex-
change crisis and implement major programs of structural reforms in the
financial and real sectors, including strengthening social safety nets to
cushion the impact of the crisis and of reforms, on poor and vulnerable
people.

Macedonia, former IBRD-$25 million. Private sector growth will be promoted and
Yugoslav Republic of competition in the domestic credit markets stimulated to help integrate

the country's banking sector into international financial markets.

Mexico IBRD-$400 million. The second phase of the Contractual Savings Devel-
opment Program will be supported, focusing on implementing the legal,
regulatory, and institutional framework for reforming Mexico's old age
security system.
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Morocco IBRD-$100 million. Contractual savings institutions, including insurance
companies, savings banks, and the pension system, will be reformed to
improve the allocation of savings to productive investment.

Poland IBRD-$22 million. A credit market for municipal investment in the infra-
structure sector will be promoted. Total cost: $40 million.

Thailand IBRD-$350 million. Balance of payments assistance will support the re-
structuring of finance companies and restore confidence in the country's
financial sector.

Thailand IBRD-$15 million. The structure, resilience, and soundness of the finan-
cial sector will be improved. Total cost: $22 million.

Uruguay IBRD-$l00 million. Development of the capitalized system of individual
pension accounts, established as part of Uruguay's 1996 pension reform,
will be supported.

Vietnam IDA-$35 million. Implementation of Vietnam's agreement with its Lon-
don Club creditors to settle its commercial debt in arrears will be sup-
ported. Total cost: $54.03 million.

Yemen IDA-$ 8 0 million. The performance of the banking system and its role in
mobilizing savings and extending credit for productive activities will be
improved.

HEALTH, NUTRITION AND POPULATION

§ Albania IDA-$17 million. Health services will be restored thereby preventing
outbreaks of communicable diseases, avoidable complications of com-
mon illnesses, and premature deaths. Total cost: $28 million.

0 Armenia IDA-$10 million. Armenia's health reform program will be supported.
Total cost: $12.1 million.

Ot§Bangladesh IDA-$250 million. The quality of essential health and family planning
services for vulnerable groups-particularly poor women and children-
will be improved, public sector health and family planning services re-
formed, and the groundwork laid for broader health reform. Total cost:
$2,895.9 million.

0§ China IDA-$85 million. About 45 million people in ten of China's poor prov-
inces will benefit from improved basic health care. Total cost: $129.2
million.

§ Comoros IDA-$8.4 million. Death from common diseases, particularly malaria,
will be reduced; islands with the greatest numbers of poor people will
particularly benefit. Total cost: $10 million.

0§ Dominican Republic IBRD: $30 million. Health care for the poorest people, particularly moth-
ers and young children, will be expanded and improved. Total cost: $42
million.

Ot§Ecuador IBRD-$45 million. Health services will be expanded at the provincial and
municipal levels to improve the health of poor and underserved people,
particularly mothers and children under five years of age. Total cost: $65
million.
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0§ Egypt IDA-$90 million. The first five-year phase of the government's compre-
hensive Health Sector Reform Program will be supported; poor people's
access to basic health services will be especially targeted over the me-
dium term. Total cost: $387 million.

Eritrea IDA-$18.3 million. The health of people living in rural and peri-urban
areas will be improved, enhancing their quality of life and ability to
participate in the country's socioeconomic development. Total cost:
$21.1 million.

0:§Gambia IDA-$18 million. People living in rural and peri-urban areas will benefit
from improved family health-including reproductive health, infant
and child health, and good nutrition. Total cost: $19.9 million.

0 Ghana IDA-$35 million. Health sector reforms will be supported.

0§ Guinea-Bissau IDA-$11.7 million. The coverage and quality of health services will be
increased and a minimum package of health care provided, principally
benefiting women and children in poor areas. Total cost: $66.1 million.

0 t§1ndia IDA (ITF)-$76.4 million. An effective and sustainable health system will
be established in Orissa. Poor people, women living in rural areas, and
tribal people will especially benefit. Total cost: $90.7 million.

It§India IDA (ITF)-$300 million. The nutrition and health of pre-school-aged chil-
dren and women will be improved as the quality, impact, and cost-effec-
tiveness of the Integrated Child Development Services program is im-
proved in Kerala, Maharashtra, Rajasthan, Tamil Nadu, and Uttar
Pradesh. Total cost: $422.3 million.

0 Indonesia IBRD-$42.5 million. The health of mothers and their newborn babies
will be improved, unwanted pregnancies reduced, and adolescents pre-
pared to lead a healthy reproductive life. Total cost: $61.9 million.

0§ Madagascar IDA-$2 7 .6 million. The nutritional status of children and pregnant and
lactating women will be improved through a community-based program.
Total cost: $41.88 million.

0§ Mauritania IDA-$24 million. Health will be improved, especially for women, chil-
dren, and underserved populations, through more accessible and afford-
able quality health services. Total cost: $191.6 million.

Mexico IBRD-$700 million. The health system reform program will be sup-
ported.

0 Mexico IBRD-$25 million. Technical assistance will be provided to support the
design and implementation of the health system reform program. Total
cost: $30 million.

0t§Nicaragua IDA-$24 million. This adaptable program credit will finance the first
phase of the Health Sector Modernization Program to improve the effi-
ciency, effectiveness, and equity of the health system. The nutritional sta-
tus of children under two years old and pregnant women living in poor
areas will be improved. Total cost: $32 million.

0§ Philippines IBRD-$19 million. Services to ensure survival and promote the physical
and mental development of children will be provided, particularly to
those who are most vulnerable and disadvantaged. Total cost: $58.8
million.
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0§ Senegal IDA-$50 million. Health will be improved, fertility lowered, and prevent-
able infant and maternal death reduced, particularly among poor women
and children under five living in peri-urban slums and rural areas.

Tunisia IBRD-$50 million. The government's health sector reform program will
be supported. Total cost: $101 million.

Ot§Uganda IDA-$34 million. Nutrition, health, and psycho-social and cognitive
growth and development of children under six years of age will be im-
proved. Total cost: $40 million.

INDUSTRY

Albania IDA-$10.3 million. A political risks guarantee facility will help revive the
private manufacturing sector. Total cost: $20.95 million.

Ot§Bolivia IDA-$62.8 million. People from 200 of the poorest rural municipalities
will benefit from sustainable productive investments, based on local
demand and generated through participatory planning. Total cost:
$87.3 million.

West Bank and Gaza Trust Fund for Gaza and West Bank-$ 10 million. About 50,000 people
will benefit from jobs created as a result of private sector investment in
the Gaza Industrial Estate and the creation of infrastructure for industry.
Total cost: $84.5 million.

MINING AND OTHER EXTRACTIVE

0 Argentina IBRD-$39.5 million. Private investment in mining will be expanded. Total
cost: $46.5 million.

0 India IBRD-$530 million; IDA-$2 million. Market-oriented coal sector reforms
will be supported. Total cost: $1.697.6 million.

0 Madagascar IDA-$5 million. This learning and innovation credit will help lay the
ground for private investment in mining and provide a training ground for
long-term, developmentally sound, exploitation of the country's natural
resources. Total cost: $7.75 million.

Ot Russia IBRD-$800 million. The coal sector restructuring program will be sup-
ported to move the industry away from state support and increasingly to-
ward privatization; the social safety net will be strengthened to meet the
needs of those most affected by restructuring.

MULTISECTOR

Albania IDA-$5 million. Government actions to facilitate private sector develop-
ment, by improving the financial sector, macroeconomic management,
and the legal framework, will be supported.

Ot Armenia IDA-$60 million. Financial support to cover the short-term costs, includ-
ing social safety nets, associated with continued economic reform will be
provided.

0 Armenia IDA-$5 million. Technical assistance will be provided to enhance the
government's capacity to implement the structural reform program sup-
ported by the Second Structural Adjustment Credit.
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Ot Azerbaijan IDA-$70 million. The government's efforts to accelerate structural re-
form, mainly in areas of trade liberalization, demonopolization and priva-
tization, and banking, will be supported. Measures to mitigate the nega-
tive impact of utility price increases on poor households will be taken.

0 Cameroon IDA-$ 180 million. Cameroon's adjustment program will be supported to
lay the groundwork for an increase in economic growth, to create jobs
(especially for the young), and reduce poverty.

t Cape Verde IDA-$30 million. The government's adjustment program-aimed at ac-
celerating privatization, further liberalizing the economy, and maintain-
ing a viable and stable macroeconomic framework necessary for growth,
poverty reduction, and job creation-will be supported.

Ot§Colombia IBRD-$5 million. This learning and innovation loan will support develop-
ment of operational capacity of the Consortium for the Program for Devel-
opment and Peace of the Magdalena Medio Region to reduce poverty and
increase peaceful coexistence in the Region. Its success will contribute to
the formulation of a national peace and development strategy and gener-
ate lessons for similar programs in other parts of the country. Total cost:
$6.25 million.

C6te d'Ivoire IDA-$50 million. The Commercial Debt Restructuring Program will be
supported. Total cost: $237 million.

t Georgia IDA-$60 million. Government reforms to strengthen public finance, de-
velop the private sector, and reduce poverty will be supported.

Georgia IDA-$5 million. Technical assistance to enhance the government's
capacity to implement the Second Structural Adjustment Credit will be
provided.

0§ Georgia IDA-$4.5 million. This learning and innovation credit will improve the
management and promotion of Georgia's cultural heritage by testing ap-
proaches that could revive the tourism industry and engender social co-
hesion and national identity. Sites selected for rehabilitation and restora-
tion house large numbers of very poor people. Total cost: $4.97 million.

0 Ghana IDA-$50 million. Support for completion of a phase in the Ghanaian
economic reform program will be extended.

Ghana IDA-$2.4 million. Funds from IDA reflows will be made available to help
finance the Private Sector Adjustment Credit approved in fiscal 1995.

t Guinea IDA-$70 million. Financial sustainability will be ensured, and public ser-
vice effectiveness in sectors that benefit the poor-education, health,
rural development, and road maintenance-will be improved.

Kenya IDA-$17.5 million. Funds from IDA reflows will be made available to
help finance the Structural Adjustment Credit approved in fiscal 1996.

Malawi IDA-$2.4 million. Funds from IDA reflows will be made available to help
finance the Fiscal Restructuring Deregulation Program Credit approved
in fiscal 1996.

t Malaysia IBRD-$300 million. The government's program of preemptive measures
to stabilize the economy, resume medium-term growvth, and protect the
poor from the worst effects of the regional crisis will be supported.
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Ot Moldova IBRD-$55 million; IDA-$45 million. The government's economic reform
program, including pension, compensation, and social benefits reform to
protect vulnerable groups, will be supported.

Panama IBRD-$12.7 million. Technical assistance will help improve the effi-
ciency and quality, and expand the coverage, of infrastructure services.
Total cost: $43.8 million.

Russia IBRD-$800 million. The government's structural reform program will be
supported.

t Tajikistan IDA-$10 million. Funding for critical inputs and support for the social
safety net to protect the most vulnerable people will be provided to help
restore post-conflict production, employment, and consumption.

Tanzania IDA-$2.6 million. Funds from IDA reflows will be made available to
finance the Structural Adjustment Credit approved in fiscal 1997.

Thailand IBRD-$15 million. The government's capacity to manage the economy in
the aftermath of the currency and banking crisis will be improved. Total
cost: $20 million.

OIL AND GAS

Bosnia and IDA-$ 10 million. The gas transmission and distribution system will be
Herzegovina reconstructed to restore a safe and reliable gas supply. Total cost:

$44 million.

Brazil IBRD-$130 million. A gas pipeline from Rio Grande in Bolivia to Sao
Paulo in Brazil will help develop a gas market in South/Southeast Brazil
and help create an export alternative for Bolivian gas. Total cost: $2,086
million.

PUBLIC SECTOR MANAGEMENT

Argentina IBRD-$5 million. This learning and innovation loan will develop and
implement a model court program in twelve Federal First Instance
Courts. Total cost: $6.8 million.

Bolivia IDA (ITF)-$15 million. The government's transition to a decentralized
structure will be supported through modernization of the public sector's
auditing and financial monitoring capabilities. Total cost: $17.3 million.

0 Bolivia IDA-$25 million. The disruption, loss of life, and deterioration of living
standards resulting from El Nino will be minimized. Total cost: $28.3
million.

Bolivia IDA-$2.9 million. Funds from IDA reflows will be made available to help
finance the Capitalization Program Adjustment Credit approved in fiscal
1996.

Bosnia and IDA-$63 million. Support for establishing public finance structures and
Herzegovina implementing reform policies at the state and entity levels will be

provided.

Brazil IBRD-$250 million. The state of Rio de Janeiro's privatization and con-
cession program will be supported, and urban transport and utility ser-
vices will be delivered more efficiently. Total cost: $5,900 million.
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Brazil IBRD-$170 million. The state of Minas Gerais' privatization and conces-
sion program will be supported. Total cost: $1,360 million.

Brazil IBRD-$5 million. This learning and innovation loan is providing techni-
cal assistance to help State Governments address, and move through the
initial phases of, pension reform. Total cost: $10 million.

Bulgaria IBRD-$ 100 million. The government's enterprise and banking sector re-
forms will be supported.

Cameroon IDA-$18.1 million. Funds from IDA reflows will help finance the Second
Structural Adjustment Credit approved in fiscal 1996.

C6te d'Ivoire IDA-$12 million. Dependence on traditional exports will be reduced and
the share of high value-added products in the export structure increased;
foreign investment will be attracted and domestic investment promoted;
and a more secure legal and judicial environment for new investors and
existing businesses will be created. Total cost: $23.3 million.

C6te d'Ivoire IDA-$36. 6 million. Funds from IDA reflows will be made available to
help finance the Private Sector Development Adjustment Credit ap-
proved in fiscal 1996.

0 Ecuador IBRD-$60 million. Emergency support for prevention and restoration of
damaged infrastructure caused by El Nifo will be provided. Total cost:
$66 million.

Eritrea IDA-$53 million. Development of Eritrea's human resources will help
overcome bottlenecks to implementing the national development pro-
gram and sustaining rapid economic growth. Total cost: $66 million.

Guatemala IDA-$28.2 million. The creation of a Superintendency of Tax Adminis-
tration to promote taxpayer compliance with tax laws, strengthen en-
forcement mechanisms, and enhance citizens' understanding of the rights
and responsibilities within the new tax system will be supported. Total
cost: $40.3 million.

Guatemala IBRD-$ 15.7 million. Reforms initiated under the Integrated Financial
Management Project will be expanded to increase the efficiency and
transparency of public sector financial management and control. Total
cost: $18 million.

0§ Guinea IDA-$5 million. This learning and innovation credit will test a perfor-
mance-based capacity-building program methodology to transform
microfinance agencies from donor-financed development projects into
sustainable financial institutions. Total cost: $17 million.

Honduras IDA-$14.2 million. Funds from IDA reflows will be made available to fi-
nance the Public Sector Modernization Structural Adjustment Credit ap-
proved in fiscal 1996.

t Hungary IBRD-$150 million. Support for a comprehensive program of pension
system reform will be provided, including introduction of a social assis-
tance program for poor people who do not qualify for the minimum
pension.

Ot§Indonesia IBRD-$22 5 million. Rural incomes will be raised, kecamatan and village
government and community institutions strengthened, and public infra-
structure built through labor intensive methods. Total cost: $273 million.
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Kazakhstan IBRD-$230 million. More effective public resource mobilization and use
will result from a wide ranging institutional and policy reform program.

Mauritania IDA-$0.4 million. Funds from IDA reflows will be made available to fi-
nance the Public Resource Management Credit approved in fiscal 1996.

Ot Mongolia IDA-$5 million. The government's financial management system will be
improved and more effective revenue mobilized through introduction of
a value-added tax on goods and services. Total cost: $5.5 million.

§ Morocco IBRD-$70 million. About 4 million people's living standards will be im-
proved as basic infrastructure services are provided to small- and
medium-sized municipalities, which account for most of Morocco's
underdeveloped areas. Total cost: $110.3 million.

0 Nicaragua IDA-$70 million. Support for undertaking major reforms in the state
banking sector, and improving financial intermediation and the regula-
tory framework for private banking, will be provided.

Pakistan IBRD-$250 million. Reforms to stabilize the economy and restructure
the banking sector will be supported.

0 Peru IBRD-$22.5 million. The justice system will be improved, enabling an
improved environment for private sector development and better access
to better-quality justice for citizens. Total cost: $31.6 million.

Togo IDA-$30 million. The state's role in productive and service activities will
be reduced and private sector participation will be promoted. Total cost:
$35.71 million.

Ukraine IBRD-$16.4 million. The government's efforts to implement an auto-
mated treasury system for effective budget execution and cash manage-
ment will be supported. Total cost: $16.4 million.

Uzbekistan IBRD-$28 million. Enterprises will be restructured; revenue from sales
and foreign direct investment will be increased through privatization;
and public participation in capital markets will be wider. Total cost:
$47.7 million.

Venezuela IBRD-$8 million. Productive enterprises and transport infrastructure will
be transferred to the private sector in four pilot states, and new competi-
tion and regulatory frameworks will be established for airports and ports.
Total cost: $19.8 million.

0 Venezuela IBRD-$4.7 million. This learning and innovation loan will improve the
Supreme Court's performance-transparency, efficiency of administra-
tion and case management, and timeliness of decisions-and through a
demonstration effect, should facilitate further judicial reform. Total cost:
$7.3 million.

Yemen IDA-$1.5 million. A supplemental credit will complement the Institu-
tional Development for Public Administration Project approved in fiscal
1989.

SOCIAL PROTECTION AND OTHER SOCIAL SECTOR

t Albania IDA-$25 million. The economic recovery program, addressing key struc-
tural weaknesses that contributed to the recent crisis and reducing pov-
erty and unemployment generated by the crisis, will be supported.
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Ot§Angola IDA-$5 million. This learning and innovation credit wvill test a program
to reintegrate displaced people and revitalize community activities, and
serve as a basis for a larger post-conflict social project. Total cost: $5.9
million.

0§ Argentina IB3RD-$284 million. The third phase of a social safety net program will
be supported. Through execution of small infrastructure facilities it will
improve living standards and create employment for poor workers. Total
cost: $1,077 million.

O$§Benin IDA-$16.7 million. A social fund will support essential basic assets and
services to poor communities, especially women and unemployed youth.
Total cost: $20.5 million.

0§ Comoros IDA-$11.5 million. About 250,000 of the country's poorest people will
benefit from replenishment of a social fund to support community initia-
tives, create employment, and improve access to basic social services.
Total cost: $13.7 million.

Ot§India IBRD-$301.3 million; IDA-$241.9 million. Support will be provided for
priority expenditure in Andhra Pradesh's nutrition, primary health and
education, rural roads and irrigation sectors, and public enterprise re-
form. Total cost: $830 million.

0§ Jordan IBRD-$5 million. This pilot project, targeted at the unemployed poor,
will introduce an efficient and effective linkage between public expendi-
tures for short-term training and business needs. Total cost: $6 million.

t Kazakhstan IBRD-$300 million. Support will be provided for the pension reform lav
that was inaugurated in January 1998.

Ot§Mali IDA (ITF)-$21.5 million. Poverty will be reduced in the most vulnerable
rural communities through the financing of high priority subprojects
identified by communities. Total cost: $23 million.

0§ Philippines IDA-$ 10 million. Access to basic economic and social infrastructure, ser-
vices, and employment opportunities will be increased for people living
in the poor and most conflict-affected areas of the Special Zone for
Peace and Development. Total cost: $15.33 million.

§ Romania IBRD-$5 million. This learning and innovation loan will test and promote
community-based child welfare approaches to child care and reintegrat-
ing Bucharest's street children more fully into society. Total cost: $29.5
million.

0§ Russia IBRD-$28.6 million. Technical assistance, training, and equipment provi-
sion will support implementation of reforms in pensions, social assis-
tance, social protection, child allowance, and unemployment assistance.
Total cost: $35.95 million.

0 West Bank and Gaza Trust Fund for Gaza and West Bank-$10 million. Services to poor and
marginalized people will be strengthened and expanded using NGOs as
the delivery mechanism. Total cost: $17 million.

O t§Zimbabwe IDA-$60 million. The capacity of poor communities to organize them-
selves and plan and implement self-help projects will be strengthened
and poverty monitoring will be improved. Total cost: $73 million.
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TELECOMMLINICATIONS AND INFORMATION TECHNOLOGY

Indonesia IBRD-$3
4 .5 million. Private sector participation in the provision of infor-

mation technology (IT) will be enhanced and IT and communications ser-
vices will be modernized. Total cost: $53.2 million.

Organization IBRD-$3.6 million; IDA-$2.4 million. Pro-competition reforms will be
of Eastern introduced in the telecommunications sector and the supply of
Caribbean States informatics-related skills increased in Dominica, Grenada, St. Kitts and

Nevis, St. Lucia, and St. Vincent and the Grenadine. Total cost:
$10.2 million.

Romania IBRD-$30 million. Telecommunications sector reform will be supported
and existing public sector telecommunications facilities will be priva-
tized. Total cost: $44 million.

TRANSPORTATION

Albania IDA-$17 million. The efficiency and capacity of the port of Durres will
be improved. Total cost: $23 million.

Argentina IBRD-$450 million. Roads will be rebuilt and upgraded and private sec-
tor investment in transport will be promoted. Total cost: $929 million.

Bosnia and IDA (ITF)-$39 million. Primary transport networks will be rehabilitated
Herzegovina and key transport links with the rest of Europe reconstructed, and

Republika Srpksa's fiscal and trade reforms will be supported. Total cost:
$184 million.

Brazil IBRD-$
4

5 million. Urban transport will be integrated as two suburban
rail networks in Sao Paulo are linked. Private sector participation in the
operation and management of the rail system will be increased. Total
cost: $95.1 million.

Brazil IBRD-$186 million. The quality of Rio de Janeiro's urban transport ser-
vices will be improved and operating subsidies will be reduced. Total
cost: $372.5 million.

China IBRD-$200 million. Accessibility to the city center of Guangzhou will be
improved through a more efficient and environmentally sustainable ur-
ban transport system. Total cost: $586.1 million.

Of China IBRD-$123 million. More efficient and productive inland waterway
transport will reduce transport costs in Guangdong and Jiangsu Provinces
as well as other inland provinces. Total cost: $289.3 million.

China IBRD-$250 million. This third of a series of projects for the Jingzhu ex-
pressway in Guangdong, Hunan, Hubei, Henan, and Hebei Provinces will
build on its predecessors to support an integrated approach to express-
way corridor development. Total cost: $679 million.

China IBRD-$230 million. Transport efficiency and safety will be improved
along high priority highways and access to poor counties improved in In-
ner Mongolia, Gansu, and Ningxia Provinces. Total cost: $658.7 million.

Cote d'Ivoire IDA-$180 million. Transport sector reform will be supported and fund-
ing for physical investments, maintenance, and capacity building in
road transport and port subsectors will be provided. Total cost: $944.1
million.
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Egypt IDA-$ 2 million. This learning and innovation credit will support devel-
opment of regulatory, institutional, and financial arrangements to enable
private sector participation in, and privatization of, the country's ports.
Total cost: $2.3 million.

Eritrea IDA-$30.3 million. The productivity and capacity of the ports of
Massawa and Assab will be increased. They will be rehabilitated and up-
graded and the level of services raised to international standards. Total
cost: $57.6 million.

Ethiopia IDA-$ 3 09. 2 million. IDA'S share in supporting the multi-donor Rural
Sector Development Program will support improvements in access to
markets and better transport services for rural people. Total cost: $2,757
million.

$ Guatemala IBRD-$66.7 million. Rural roads will be better administered and main-
tained, and will be improved in the region most affected by internal con-
flict before the 1996 Peace Accords. Total cost: $136.5 million.

Indonesia IBRD-$234 million. Transportation will be more efficient and accessible
within the four provinces of the Northern Sumatra region and adjacent
regions. Total cost: $369.3 million.

Nepal IDA-$23.5 million. Transport costs of Nepal's imports and exports
will be reduced and customs procedures streamlined. Total cost: $28.5
million.

Nicaragua IDA-$47.4 million. Nicaragua's ongoing road rehabilitation program will
be supported. Total cost: $108.5 million.

§ Niger IDA-$28 million. Road conditions and road maintenance will be im-
proved, especially in rural areas where the poorest people will benefit.
Total cost: $30.5 million.

0 Poland IBRD-$300 million. The road sector will be modernized and flood-
damaged roads and bridges will be repaired. Total cost: $540 million.

Rwanda IDA-$
4

5 million. Supplemental financing will be provided to the
ongoing Transport Sector Project.

0 Togo IDA-$50 million. Road improvements will reduce overall transport costs.
Total cost: $55 million.

Tunisia IBRD-$50 million. This adaptable program loan will implement the first
phase of a program promoting better, cheaper, and less polluting trans-
port services. This phase focuses on the port and railway subsectors and
strengthening overall transport sector management. Total cost: $80.2
million.

Uganda IDA-$
3

0 million. Road sector management capability will be strength-
ened. Total cost: $33 million.

Uganda IDA-$27.6 million. Emergency recovery assistance will restore and reha-
bilitate roads and bridges severely damaged by flooding associated with
the El Nifio weather pattern. Total cost: $30 million.

0 Vietnam IDA-$
7 3 million. The capacity, efficiency, and safety of inland waterway

transport in the Vietnamese Mekong Delta will be enhanced. Total cost:
$84.9 million.

134 THE WORLD BANK ANNUAL REPORT 1998



Yemen IDA-$5.8 million. This supplemental credit for the Multi-Mode Trans-
port project will finance additional work on the Harad-Huth Road
project, necessitated by difficult and unforeseen geological problems
which arose during construction. Total cost: $52.3 million.

0 Zambia iDA-$70 million. The road network will be improved. Interventions are

specifically targeted to rural areas where feeder roads will be rehabili-
tated and maintained to help reduce transport costs, increase mobility,
and increase small-scale farmers' incomes. Total cost: $460 million.

URBAN DEVELOPMENT

Ot Albania IDA-$ 10 million. Essential infrastructure will be extended to unserviced
or neglected areas of greater Tirana. Total cost: $15.86 million.

0§ Algeria IBRD-$150 million. Living and housing conditions will be improved for
people living in some 50,000 urban-slum and low-income households.
Total cost: $218.3 million.

0 Argentina IBRD-$ 100 million. The province of Tucuman will reform and restruc-
ture its government to ensure efficient and responsive delivery of public
services, notably social services, within fiscally sound policies.

0 Argentina IBRD-$75 million. The province of Rio Negro will reform and restruc-
ture its government to ensure efficient and responsive delivery of public
services, notably social services, within fiscally sound policies.

Argentina IBRD-$50 million. The province of San Juan will reform and restructure
its government to ensure efficient and responsive delivery of public ser-
vices, notably social services, within fiscally sound policies.

Argentina IBRD-$75 million. The province of Salta will reform and restructure its
government to ensure efficient and responsive delivery of public services,
notably social services, within fiscally sound policies.

Argentina IBRD-$ 4 2 million. The government's efforts to protect human lives
and infrastructure, and rehabilitate damage sustained from the impacts
of the 1997-98 El Nifo phenomenon, will be supported. Total cost:
$60 million.

0 Bosnia and IDA-$17 million. Reconstruction of Republika Srpska's agriculture,
Herzegovina housing, water and sanitation, and electric power sectors will be

supported. Total cost: $65 million.

China IDA-$28.4 million. About 25,000 people living in impoverished areas
damaged by a January 1998 earthquake will benefit from restoration of
homes, schools, and health centers. Total cost: $40.6 million.

Colornbia IBRD-$75 million. The credit market for providers of urban public ser-
vices will be expanded and solidified as long-term financing for urban in-
frastructure investments is enhanced. Total cost: $125 million.

C6te d'Ivoire IDA (ITF)-$ 10 million. The efficiency and equity of urban land and
housing markets will be improved. Total cost: $12 million.

Croatia IBRD-$40.6 million. War damage to water sector infrastructure will be
repaired and rebuilt, including clearing land mines in Eastern Slavonia,
Baranja, and Western Srijem. The negative environmental impacts likely
to occur to the adjacent nature park by the restart of local agriculture
will be mitigated. Total cost: $61.1 million.
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Ot§Georgia IDA-$20 million. Access to basic social and economic services, especially
for the poorest people, will be improved by rehabilitating existing infra-
structure. Total cost: $28.3 million.

§ Georgia IDA-$20.9 million. The ongoing decentralization process to foster the
development of strong local governments will be supported. Basic ser-
vices for vulnerable groups will be improved, and employment for low-
and unskilled labor will be generated. Total cost: $26 million.

0 Jordan IBRD-$32 million. Sustainable and environmentally sound tourism will
be increased, urban infrastructure developed, and the environment pro-
tected. Total cost: $44 million.

0§ Jordan IBRD-$30 million. About 1.6 million poor people's living conditions will
be improved through provision of small-scale infrastructure. Total cost:
$140 million.

Moldova IDA-$15.9 million. A national unified real estate registration program
wvill be developed to establish clear and enforceable ownership rights,
promote the privatization of land, and develop a real estate market.
Total cost: $24.6 million.

0 Mongolia IDA-$16.7 million. The quality of life of people living in informal hous-
ing areas of the capital Ulaanbaatar, including the urban poor, will be
improved by provision of urban services and water supplies. Total cost:
$23.6 million.

0 Poland IBRD-$200 million. Basic infrastructure will be restored in communities
that were affected by the devastating flood of July 1997; urgent repairs
will be made to the flood management system; and institutional capacity
for flood management and mitigation will be improved. Total cost:
$498.2 million.

Ot§Senegal IDA-$75 million. Responsibility and accountability for urban services
and infrastructure will be shifted to municipalities, which will improve
their quality, particularly in low-income urban neighborhoods.

0 Tajikistan IDA-$ 10 million. Support for reintegrating the Karategin-Tavildara Val-
ley area into the national economy through reconstruction of physical
and social infrastructure, and emergency support of agriculture develop-
ment, will help implement the Peace Agreement. Total cost: $11 million.

Uzbekistan IBRD-$24 million. Tashkent's municipal solid waste management system
will be restored. Total cost: $56 million.

WATER SUPPLY AND SANITATION

Armenia IDA-$30 million. Emergency improvements will be made to the drink-
ing water supply, in particular to reach the poor. The groundwork will be
laid for private sector involvement in water supply and wastewater ser-
vices. Total cost: $35.5 million.

0§ Brazil IBRD-$150 million. Water supply and sewage collection and treatment
services will be expanded and improved. About 65 percent of beneficia-
ries are the urban poor. Total cost: $300 million.

Cambodia IDA-$31 million. Drinking water quality and access will be improved in
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Cambodia's two biggest cities. Total cost: $41.64 million.

0 Croatia IBRD-$36.3 million. Municipal wastewater pollutant discharges into the
Kastela and Trogir Bays will be reduced; the safety, reliability, and deliv-
ery of drinking water improved; and water and wastewater utility perfor-
mance improved to attract private sector participation. Total cost:
$261.5 million.

Ot Lesotho IBRD-$45 million. The capacity to transform water, Lesotho's principal
natural resource of abundance, into export revenues will be put in place,
providing the lowest cost alternative for supplying water to the Gauteng
region. Total cost: $1,132 million.

0§ Madagascar IDA-$17.3 million. Cost-effective water supply and sanitation coverage
will be expanded, particularly in rural areas where some 300,000 people
will benefit from access to safe water. Total cost: $22.3 million.

Mauritius IBRD-s $12.4 million. Health and sanitary conditions will be improved
and environmental pollution from wastewater will be reversed. Total
cost: $65.6 million.

Oc§Morocco IBRD-$1 0 million. About 1.3 million rural people living in the poorest
provinces will have improved access to safe, potable water. Total cost:
$120 million.

Mozambique IDA-$
3 6 million. Sustainable water supply and sanitation services will

be increased in five cities. Total cost: $56.9 million.

0§ Paraguay IBRD-$40 million. Poverty will be reduced, and productivity and health
improved, as 340,000 people in impoverished communities gain access
to water supply services and 140,000 to sewage disposal systems. Total
cost: $55.7 million.

Ot Philippines IBRD-$56.8 million. Sewerage, sanitation, and drainage investments will
be financed in four cities and technical assistance provided to pilot and
field-test a privatized public performance audit system in the metropoli-
tan waterworks and sewerage system. Total cost: $80.7 million.

Turkey IBRD-$13.1 million. The quality and reliability of the water supply will
be improved and sewerage network rehabilitated in the Cesme-Alacanti
area. Total cost: $24 million.

0§ Uzbekistan IBRD-$75 million. Safe drinking water, improved hygiene education, and
sanitation facilities will be provided to two of the poorest regions, reduc-
ing the incidence of water-borne diseases. Total cost: $117 million.

A project must meet at least one of two criteria to be included in the PTI: (a) the project
includes a specific mechanism for identifying and reaching the poor; or (b) the proportion
of the poor among project beneficiaries is significantly larger than their proportion in the
overall population. An adjustment operation is considered to be poverty-focused when it
meets at least one of the following criteria: (a) it reorients public expenditures in favor of
the poor, including spending on basic social services and rural infrastructure; (b) it elimi-
nates distortions and regulations that limit poor people's access to labor and credit mar-
kets, productive resources, and basic social services-as well as policy-induced distortions in
input or output pricing-in order to help the poor to increase their income-generating oppor-
tunities; (c) or it supports safety nets that protect the most vulnerable.
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GOvERNORS AND ALTERNATES OF THE WORLD BANK APPENDIX 1
June 3 0 , 1998

Member Governor Alternate

Afghanistan (vacant] (vacant)

Albania Arben Mala; Fatos Ibrahimi

Algefia Abdelkrim Harchaoui Ali Hamdi

Angola Emmanuel Moreira Carneiro Sebastiao Bastos Lavrador

Antigua and Barbuda + John E. St. Luce Ludolph Brown

Argentina Roque Benjamin Fernandez Pedro Pou

Armenia Armen R. Darbinian Garnik Nanagulyan

Austratia Peter Costello Kathy Sullivan

Austria Wolfgang Ruttenstorfer Hans-Dietrmar Schxveisgut

Azerbaijan Elman Siradjogly Rustamo-v Fuad Akhundov

Bahamas, The + Hubert A. Ingraham Ruth Millar

Bahrain -r Ibrahim Abdul Karim Zakaria Ahmed Hejres

Bangladesh Shah A.M.S. Kibria Niasihur Rahman

Barbados + Owen S. Arthur Erskine R. Griffith

Belarus + Gennady V Novitsky Vladimir N. Shimo v

Belgium Jean-Jacques Viseur Alfons Verplaetse

Belize Manuel Esquivel Yvonne S. Hyde

Benin Albert Tevoedire Felix Adimi

Bhutan Dorli Tshering Yeshev, Zimba

Bolivia Edgar Millares Ardava Miguel I.opez Bakovic

Bosnia andi Herzegovina Mirsad Kurrovic Drago Bilandzija

BotsNvana Ponatshego H.K. Kedikilwe O.K. Matambo

Brazil Pedro Sampaio Malan Gustavo Henrique de Barroso Franco

Brunei Darussalam + Haji Hassanal Bolkiah Haji Selamat Haji Munap

Bulgaria + Muravei Radev Martin Zaimov

Burkina Faso Tertius Zongo Patrice Nikiema

Burundi Astere Giruk-wigomba Minani Evariste

Cambodia Keat Chhon Sun Chan Thol

Cameroon Justin Ndioro Daniel Niankouo Lamere

Canada Paul Martin Huguette Labelle

Cape Verde Antonio Gualberto do Rosario Jose Ulisses Correia e Silva

Central African Republic Christophe Bremaidou Anicet-Ceorges Dologuele

Chad Ahmat Hamid Abderhamane Dadi

Chile Eduardo Aninat Joaquin Vial

China Xiang Huaicheng Jin Liqun

Colombia Antonio J. Urdinola Cecilia Lopez

Comoros Nidhoim Attoumane Abdallah Mel'Sa

Congo, Derrocratic Republic of Fernand Tala-Ngai Jean-Claude i\Iasangu Mulongo

Congo, Republic of Paul Kava Alexandre Mvlbaloula

Costa Rica Leonel Baruch Eduardo l.izano Fait
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Member Governor Alternate

C6te d'Ivoire Daniel Kablan Duncan N'Goran Niamien

Croatia Borislav Skegro Josip Kulisic

Cyprus Christodoulos Christodoulou Antonis Malaos

Czech Republic Ivan Pilip Pavel Kysilka

Denmark Poul Nielson Ellen Margrethe Loj

Djibouti Yacin Elmi Bouh Hawa Ahmed Youssouf

Dominica Julius C. Timothy Cary A. Harris

Dominican Republic Hector Manuel Valdez Albizu Luis Manuel Piantini M.

Ecuador Marco Flores Galo Perez Granja

Egypt, Arab Republic of Atef Mohamed Mohbamed Ebeid Yousef Boutros Ghali

El Salvador Manuel Enrique Hinds Gino Bettaglio

Equatorial Guinea Antonio Nve Ngu Miguel Abia Biteo

Eritrea Gebreselassie Yosief (vacant)

Estonia + Mart Opmarn Agu Lellep

Ethiopia Sufian Ahmed Girma Birru

Fiji James Ah Koy Savenaca Narube

Finland Sauli Niinisto Pekka Haavisto

France Dominique Strauss-Kahn Jean Lemierre

Gabon Jean Ping Richard Onouviet

Gambia, The Famara L. Jatta Yusupha A. Kah

Georgia Mikhail Chkuaseli Vladimer Papava

Germany Carl-Dieter Spranger Juergen Stark

Ghana Richard Kwaame Peprah Victor Selormey

Greece Yannos Papantoniou Christos Pachtas

Grenada Keith Mitchell Brian Francis

Guatemala Jose Alejandro Arevalo Alburez Edin Homero Velasquez Escobedo

Guinea Elh. Tb. Mamadou Cellou Diallo Cellou Dalein Diallo

Guinea-Bissau Issufo Sanha Paulo Gomes

Guyana Bharrat Jagdeo Michael Shree Chand

Haiti Fred Joseph Fritz Jean

Honduras Gabriela Nunez de Reyes Emin Barjum Mahomar

Hungary Peter Medgyessy Zoltan Bodnar

Iceland Halldor Asgrimsson Fridrik Sophusson

India Yashwant Sinha ilontek Singh Ahluwsalia

Indonesia Bambang Subianto Miranda S. Goeltom

Iran, Islamic Republic of Hossein Namazi Aliakbar Arabmazar

Iraq Issam Rashid Hwaish Hashim Ali Obaid

Ireland Charlie McCreevy Paddy Mullarkey

Israel Jacob A. Frenkel Ben-Zion Zilberfarb

Italy Antonio Fazio Mario Draghi
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GOVERNORS AND ALTERNATES OF THE WORLD BANK (continued) APPENDIX 1
June 36, 1998

Member Governor Alternate

Jamaica + Omar Lloyd Davies Wesley Hughes

Japan Hikaru Matsunaga Masaru Hayami

Jordan Rima Khalaf Hunaidi Nabil Suleiman Ammari

Kazakhstan Sauat M. Mynbaev Yerzhan A. Utembavev

Kenya Simeon Nyachae Margaret Chemengich

Kiribati Beniamina Tinga Taneti Maamau

Korea, Republic of Kyu Sung Lee Chol-Hwan Chon

Kuwait Ali Salem Al-Ali Al-Sabah Bader Meshari Al-Humaidhi

Kyrgyz Republic Talaybek J. Koichumanov Urkaly T Isaev

Lao People's Democratic Republic Xavsomphone Phomvihane Phiane Philakone

Latvia Roberts Zile Laimonis Strujevics

Lebanon Fuad A.B. Siniora Nabil Al-Jisr

Lesotho Leketekete Victor Ketso Molelekeng E. Rapolaki

Liberia Elias E. Saleeby Sandra P Howard

Libya Mobamed A. Bait Elmal Bashir Ali Khallat

Lithuani2 + Algirdas G. Semeta Jonas Niaura

Luxembourg Luc Frieden Jean Guill

Macedonia, Former Taki Fiti Zlatka Popovska

Yugoslav Republic of

Madagascar Pierrot J. Rajaonarivelo Constant Horace

Malawi Cassim Chilumpha Ted A. Kalebe

Malaysia Anwar bin Ibrahim Aris Othman

Maldives Fathulla Jameel Adam Maniku

Mali Ahmed El Madani Diallo Soumaila Cisse

Malta + Leo Brincat Joseph P. Portelli

Marshall Islands Ruben R. Zackhras Michael Konelios

MauritanisL Sid'El Moctar Ould Nagi Mohamed Lemine Ould Deidah

Mauritius Rundheersing Bheenick Dharam Dev Manral

Mexico Jose Angel Gurria Trevino Martin M. Werner

Micronesia, Federated States of John Ebsa Sebastian L. Anefal

Moldova Anatol Arapu Dumitru Ursu

Mongolia Bat-Erdene Batbavar Jigjid Unenbat

Morocco Fathallah Oualalou Abdeltif Loudyi

Mlozambiquie Adriano Afonso Maleiane Luisa Dias Diogo

Myanmar Khin Maung Thein Soe Lin

Namibia + Saara Kuugongelwa Usutuaije Maamberua

Nepal Ram Sharan Mahat Ram Binod Bhattarai

Netherlands Gerrit Zalm Johannes Pieter Pronk

New Zealand Winston Peters Alan Bollard

Nicaragua Esteban Duque Estrada Mario De Franco

Niger Yacouba Nabassoua Mohamed Hamil Maiga
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Member Governor Alternate

Nigeria Anthony A. Ani Mohammed M. Sada

Norway Hilde Frafjord Johnson Leiv Lunde

Oman Ahmed Bin Abdulnabi Macki Mohammed bin Nasser Al-Khasibi

Pakistan Sartaj Aziz Zaheer Sajjad

Palau Tommy Remengesau, Jr. Elbuchel Sadang

Panama Guillermo 0. Chapman, Jr. Miguel Heras

Papua New Guinea lairo Lasaro Morea Vele

Paraguay Miguel Angel Maidana Zayas Jose Ernesto Buttner Limprich

Peru Jorge Baca Campodonico Alfredo Jalilie Awapara

Philippines Salvador Enriquez, Jr. Gabriel C. Singson

Poland Hanna Gronkiewicz-Waltz Ryszard Kokoszczynski

Portugal Antonio de Sousa Franco Fernando Teixeira dos Santos

Qatar + Youssef Husssain Kamal Abdullah Bin Khalid Al-Attiyah

Romania + Daniel Daianu Vladimir Soare

Russian Federation Victor Khristenko Yevgeni Yasin

Rwanda Donald Kaberuka Jean Marie Karekezi

St. Kitts and Nevis Denzil Douglas Timothy Harris

St. Lucia Kenny D. Anthony Bernard La Corbiniere

St. Vincent and the Grenadines James F Mitchell Maurice Edwards

Samoa Tuilaepa S. Malielegaoi Epa Tuioti

Sao Tome and Principe Acacio Elba Bonfim Maria das Neves Batista de Sousa

Saudi Arabia Ibrahim A. Al-Assaf Jobarah Al-Suraisry

Senegal Mamadou Lamine Loum Papa Salla Mboup

Seychelles + Jeremie Bonnelame Alain Butler-Payette

Sierra Leone James O.C. Jonah (vacant)

Singapore + Richard Hu Tsu Tau Ngiam Tong Dow

Slovak Republic Sergej Kozlik Vladimir Masar

Slovenia Mitja Gaspari Irena Sodin

Solomon Islands Manasseh D. Sogavare Gordon Darcy Lilo

Somalia (vacant) (vacant)

South Africa Trevor Andrew Manuel Gill Marcus

Spain Rodrigo de Rato Figaredo Jose Manuel Fernandez Norniella

Sri Lanka Chandrika Bandaranaika Kumaratunga Dixon Nilaweera

Sudan Abdel Wahab Osman Izzedin Ibrahim Hassan

Suriname + Tjandrikapersad Gobardhan Lesley Winter

Swaziland Absalom M.C. Dlamini Musa D. Fakudze

Sweden Erik Asbrink Pierre Schori

Switzerland Pascal Couchepin Flavio Cotti

Syrian Arab Republic Mohammed Khaled Al-Mahayni Mohamad Bittar

Tajikistan Yakhyo N. Azimov Murotali M. Alimardanov
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GOVERNORS AND ALTERNATES OF THE WNORLD BANK (contiuuedl) APPENDIX 1
June 30, 1998

Mfemb?r Governor Alternate
Tanzania Nassoro Malocho Raphael 0. Mollel

Thailand Tarrin Nimmanahaeminda Suphachai Phisitvanich
Togo Kwassi Klutse Kossi Assimaidou
Tonga Kinikinilau Tutoatasi Fakafanua 'Aisake V Eke
Trinidad and Tobago Brian Kuei Tung Kamal Mlankee
Tunisia Mohamed Ghannouchi Abdelhaniid Triki
Turkey Yener Dincrmen Cuneyt Sel
Turkmenistan + Hudaiberdy A. Orazov Ovez Agaev
Uganda Gerald M. Ssendaula Emmanuel Tumusiime-Mutebile
Ukraine + Sergiy L. Tigipko Roman Shpek

United Arab Emirates Hamdan bin Rashid Al-Maktoum Mohamed K. Khirbash
United Kingdom Clare Short Gordon Brown
United States Robert E. Rubin (vacant)
Uruguay + Luis Mosca Ariel Daerieux
Uzbekistan Bakhtivar S. Khamidov Akram Mukhidov
Vanuatu Sela M'lolisa Jeffry Wilfred
Venezuela + Freddy Rojas Parra Teodoro Petkoff
Vietnam Nguyen Tan Dung Le Duc Thuy
Yemen, Republic of Ahmed Mohamed Sofan Jaffer Hamed
Zambia Edith Zewelani Nawakwi Benjamin Mweene

Zimbabwe Herbert M. Murerwa Leonard Ladislas Tsumba

+ Not a member of IDA
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EXECUTIVE DIRECTORS AND ALTERNATES APPENDIX 2
OF THE WORLD BANK AND

THEIR VOTING POWER

June 30, 1998

IBRD IDA
Executive Total % of Total % of
director Alternate Casting votes of votes total votes total

Appointed

Jan Piercy Michael Marek United States 265,219 16.68 1,699,109 14.93

Satoru Miyamura Akira Kamitomai Japan 127,250 8.00 1,204,375 10.58

Helmut Schaffer Eckhardt Biskup Germany 72,649 4.57 794,427 6.98

Jean-Claude Olivier Bourgesb France 69,647 4.38 479,750 4.21
Milleron

Gus O'Donnell Myles Wickstead United Kingdom 69,647 4.38 568,936 5.00

Elected

Luc Hubloue Namik Dagalp Austria, Belarus,0 Belgium, Czech 76,720 4.83 485,237 4.26
(Belgium) (Turkey) Republic, Hungary, Kazakhstan,

Luxembourg, Slovak Republic,
Slovenia, Turkey

Pieter Stek Mihai N. Tanasescu Armenia, Bosnia and Herzegovina, 72,208 4.54 413,724 3.63
(Netherlands) (Romania) Bulgaria,a Croatia, Cyprus,

Georgia, Israel, Macedonia (Former
Yugoslav Republic of), Moldova,
Netherlands, Romania,a Ukrainea

Enzo Del Bufalo Inigo Fernandez Costa Rica, El Salvador, Guatemala, 69,110 4.35 246,447 2.16
(Venezuela) de Mesa Honduras, MIexico, Nicaragua,

(Spain) Panama, Spain, Venezuela0

Leonard Good Alan David Slusher Antigua and Barbuda,0 The 62,217 3.91 468,185 4.11
(Canada) (Belize) Bahamas,' Barbados,' Belize,

Canada, Dominica, Grenada,
Guyana, Ireland, Jamaica,a
St. Kitts and Nevis, St. Lucia,
St. Vincent and the Grenadines

Joaquim R. Godfrey Gaoseb Angola, Botswana, Burundi, 55,190 3.47 470,278 4.13
Carvalho (Namibia) Eritrea, Ethiopia, The Gambia,
(Mozambique) Kenya, Lesotho, Liberia, Malawi,

Mozambique, Namibia, Nigeria,
Seychelles,' Sierra Leone,
South Africa, Sudan, Swaziland,
Tanzania, Uganda, Zambia,
Zimbabwe

Franco Helena Cordeiro Albania, Greece, Italy, Malta,' 55,093 3.47 434,776 3.82
Passacantando (Portugal) Portugal
(Italy)

Surendra Singh Syed Ahmed Bangladesh, Bhutan, India, 54,945 3.46 496,937 4.37
(India) (Bangladesh) Sri Lanka

Kacim Brachemi Inaamul Haque Afghanistan, Algeria, Ghana, 54,602 3.43 244,316 2.15
(Algeria) (Pakistan) Iran (Islamic Republic of), Iraq,

Morocco, Pakistan, Tunisia

llkka Niemi Frode Neergaard Denmark, Estonia,' Finland, 50,839 3.20 544,047 4.78
(Finland) (Denmark) Iceland, Latvia, Lithuania,0

Norway, Sweden
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EXECUTIVE DIRECTORS AND ALTERNATES APPENDIX 2
OF THE WORLD BANK AND

THEIR VOTING POWER (contitzuedj

Juine 30, 1998

IBRD IDA
Executive Total of Total to of
director Alternate Castirng votes of votes total votes total

Juanita D. Murilo Portugal Brazil, Colombia, Dominican 49,148 3.09 316,252 2.78
Amatong (Brazil) Republic, Ecuador, Haiti,
(Philippines) Philippines, Suriname,'

Trinidad and Tobago

Young-Hoi Lee Christopher Y Legg Australia, Cambodia, Kiribati, 49,089 3.0)9 336,822 2.96
(Republic of (Australia) Korea (Republic of), Marshall
Korea) Islands, Micronesia (Federated

States of), Mongolia, New Zealand,
Papua New Guinea, Samoa,
Solomon Islands, Vanuatu

Matthias Meyer Jerzy Hylewski Azerbaijan, Kyrgyz Republic, 46,096 2.90 388,822 3.42
(Switzerland) (Poland) Poland, Switzerland, Tajikistan,

Turkmenistan,5 Uzbekistan

Li Yong Zhao Xiaoyu China 45,049 2.83 238,608 2.10
(China) (China)

Khalid H. Alyahva Khaled Al-Aboodi Saudi Arabia 45,045 2.83 395,891 3.48
(Saudi Arabia) (Saudi Arabia)

Andrei Bugrov Eugene Miagkov Russian Federation 45,045 2.83 30,748 3.27
(Russian (Russian
Federation) Federation)

Khalid M. Al-Saad Mohamed Kamel Bahrain,' Egypt (Arab Republic of), 43,984 2.77 259,447 2.28
(Kuwait) Amr Jordan, Kuwait, Lebanon, Libya,

(Arab Republic of Maldives, Oman, Qatar' Syrian
Egypt) Arab Republic, United Arab

Emirates, Yemen (Republic of)

Jannes Hutagalung Sun Vithespongse Brunei Darussalam,a Fiji, Indonesia, 41,096 2.59 318,340 2.80
(Indonesia) (Thailand) Lao People's Democratic Republic,

Malaysia, Myanmar, Nepal,
Singapore,3 Thailand, Tonga,
Vietnam

Juan Cariaga Valeriano Garcia Argentina, Bolivia, Chile, 37,499 2.36 202,515 1.78
(Bolivia) (Argentina) Paraguay, Peru, Uruguayd

Ali Bourhane Luc-Abdi Aden Benin, Burkina Faso, Cameroon, 32,252 2.03 345,276 3.03
(Comoros) (Djibouti) Cape Verde, Central African

Republic, Chad, Comoros,
Congo (Democratic Republic of),
Congo (Republic of), Cote d'lvoire,
Djibouti, Equatorial Guinea,
Gabon, Guinea, Guinea-Bissau,
Madagascar, Mali, Mauritania,
Mauritius, Niger, Rwanda,
San Tome and Principe, Senegal,
Togo
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In addition to the executive directors and alternates shown in the foregoing list, the following also served

after June 30, 1997:

Executive director End of period of service Alternate director End of period of service

Marc-Antoine Autheman November 30, 1997 Ibrahim M. Al-Mofleh August 6, 1997

(France) (Saudi Arabia)
Jean-Daniel Gerber October 31, 1997 Winston Cox October 31, 1997

(Switzerland) (Barbados)
Ruth Jacoby August 4, 1997 Mohamed W Hosny July 21, 1997

(Sweden) (Arab Republic of Egypt)
Atsuo Nishihara June 14, 1998 Mioara lonescu August 31, 1997

(Japan) (Romania)
Abdul Karim Lodhi March 23, 1998

(Pakistan)

Julio Nogues April 30, 1998

(Argentina)

David Stanton September 16, 1997

(United Kingdom)

Jan Sulmicki December 9, 1997

(Poland)
Rintaro Tamaki July 10, 1997

(Japan)
JorgenVarder March 31, 1998

(Denmark)
Erika Wagenhbfer March 31, 1998

(Germany)

Note: Somalia (802 votes in IBRD and 10,506 votes in IDA) did not participate in the 1996 Regular Election of Executive Directors.
Palau (266 votes in IBRD and 504 votes in IDA) became a memnber after that election.
a. Member of the eBRD onl.
b. To be succeeded by Jean Pesme (France) effective July 1, 1998.

APPENDIX TWo 147



OFFICERS OF THE WORLD BANK APPENDIX 3
June 30, 1998

President James D. Wolfensohn

Managing Director Jessica P. Eimhorn
Managing Director Caio K. Koch-Weser
Managing Director Sven Sandstrom
Mlanaging Director and Corporate Secretary Shengman Zhang

Senior V.ce President and General Counsel Ibrahim F. I Shihata
Senior V)ce President, Development Economics, and Chief Economist Joseph E. Stiglitz
Vice President and Head, Poverty Reduction and Economic Management Network Masood Ahmed
Vice President, Strategy and Resource Management Mark Baird
Vice President, Human Resources Development Dorothy Hamachi Berry
Vice President, Latin America and the Caribbean S. Javed Burki
Vice President and Head, Human Development Network David de Ferranti
Vice Pres:dent, Middle East and North Africa Kemal Dervis
Vice Pres.dent, Resource Mo obilization and Cofinancing Hiroo Fukui
Vice President and Head, Environmentally

and Socially Sustainable Development Network Ian Johnson (Acting)
Vice President, Europe and Central Asia Johanines Linn
Vice President, Africa Callisto Madavo
Vice President, Fxternal Affairs Mark Malloch Browvn
Vice President and Controller Jules W. Muls
Vice President, South Asia Mlieko Nishimizu
Vice President and Treasurer Gars Perlin
Vice President and Head, Finance, Private Sector Development,

and Infrastructure Network Jean-Francois Rischard
Vice President, Africa Jean-Louis Sarbib
Vice President, Special Programs NI. Ismail Scrageldin
Vice President, East Asia and Pacific Jean-Michel Sex erino
Vice President, Human Resources Services Richard Stern
Director-General, Operations Evaluation Robert Picciotto
Vice President, Financial Policy and Risk Management Vacant
Chief Information Officer and Head, Information Solutions Network Mohamed Nluhsin
Director and Head, Operational Core Services Network Katherine Sierra
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OFFICES OF THE WORLD BANK APPENDIX 4
Jusne 30, 1998

Headquarters: 1818 H Street, N.W, Washington, D.C. 20433, U.S.A.

New York Office: The World Bank Mission to the United Nations/New York Office, 809 United Nations Plaza, Suite 900, Newv

York, N.Y 10017, U.S.A.

European Office: The WAAorld Bank, 66, avenue d'Iena, 75116 Paris, France

Brussels: The W,Cforld Bank, 10 rue Montoyer, B-1000 Brussels, Belgium

London: The World Bank, New Zealand House, 15th Floor, Haymarket, London, SWI Y4TE, England

Tokyo Office: The World Bank, Fukoku Seimei Building, I0-F, 2-2-2 Uchisaiwai-cho, Chiyoda-ku, Tokyo 100, Japan

* Regional Mission in Eastern Africa: The WNorld Bank, Hill Park Building, Upper Hill, Nairobi, Kenya

(mailing address: P.O. Box 30577)

* Regional Mission in W'Vestern Africa: The World Bank, Corner of Booker Washington and Jacques AKA Streets, Cocody,

Abidjan 01, Cote d'Ivoire

(mailing address: B. P 1850)

Regional Mission in Latvia: The World Bank, Kalku Street 15, Riga, Latvia LV-1 162

Baltics Regional Mission Satellite in Estonia: The World Bank, Kohtu 8, Tallinn EEO100, Estonia

Baltics Regional Mission Satellite in Lithuania: The World Bank, Vilniaus Str. 28, 2600 Vilnius, Lithuania

Albania: The World Bank, Deshmoret e 4 Shkurtit, No. 34, Tirana, Albania

Angola: Banco Mundial, Rua Alfredo Troni (Edificio BPC), 15° Andar, CP 1331, Luanda, Angola

* Argentina: Banco Mundial, Edificio Bouchard, Bouchard 547, 3er Piso,1106 Buenos Aires, Argentina

Armenia: The NVorld Bank, Republic Square, 2 Khorhertarani Street, Yerevan 10, Armenia

Azerbaijan: The World Bank, Neftchilar Avenue, Apartment 65, Baku, Azarbaijan

* Bangladesh: The World Bank, 3A Paribagh, Dhaka, Bangladesh

(mailing address: G.PO. 97, Dhaka 1000)

Belarus: The World Bank, 6A Partizansky Avenue, 5th Floor, Minsk 220033, Republic of Belarus

Benin: The World Bank, Zone Residentielle de la Radio, Cotonou, Benin

(mailing address: B. P. 03-2112)

Bolivia: Banco Mundial, Edificio BISA, Piso 9, 16 de Julio 1628, La Paz, Bolivia

(mailing address: Casilla 8692)

Bosnia and Herzegovina: The World Bank, c/o National Bank of Bosnia and Herzegovina, Marsala Tito 25, 71000 Sarajevo,

Bosnia and Herzegovina

* Brazil: Banco Mundial, SCN Quadra 02-Lote A, Ed. Corporate Financial Center, Conjuntos 303/304, 70.712-900 Brasilia,

DF, Brazil

Brazil: Banco Mundial, Avenida Isaac Povoas, No. 1251, Edificio Nacional Palacios, Sala 603, Centro, 78.045-640 Cuiaba, Mato

Grosso (MT), Brazil

Brazil: Banco Mundial, Edificio SUDENE, 127 Cidade Universitaria, 50.738 Recife PE, Brazil

Bulgaria: The WMorld Bank, -World Trade Center-Sofia, 36 Dragan Tsankov Boulevard, Sofia, 1057 Bulgaria
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OFFI CES OF THE WORLD BANK (continuedJ APPENDIx 4
June 30, 1998

Burkina Faso: The World Bank, Immeuble BICIA (3eime etage), Ouagadougou, Burkina Faso

(mailing address: B. P 622)

Burundi: The World Bank, Avenue du 18 Septembre, Bujumbura, Burundi

(mailing address: B. P. 2637)

Cameroon: The World Bank, Newv Bastos, Yaounde, Cameroon

(mailing address: B. P. 1128)

Central African Republic: Banque MondiaJe, Rue des Missions, Bangui, C A.R.

Chad: The World Bank, 3244 P.67, Quartier Curvette St. MNiartin, N'djamena, Chad

(mailing address: B.P 146)

* China: World Bank Resident Mission in China, 9th floor, Building A, Fuhua Mansion, No. 8 Chaoyangmen Beidajie,

Dongcheng District, Beijing 100(027, China

Colombia: Banco Mundial, Diagonal 35 No. 5-98, Bogota, D.C., Colombia

(mailing address: Apartado Aereo 10229)

Congo, Democratic Republic of: World Bank Liaison Office, c/o UNDP P 0. Box 7248, Kinshasa, Democratic Repuhlic of the

Congo

Congo, Republic of: Banque M\4ondiale, Immeuble Arc (Seme etage), Avenue Amilcar Cabral, Brazzasille, Congo

(mailing address: B. P 14536)

Ecuador: Banco Mundial, Calle Juan l.eon Mera 130 y Ave. Patria, Edificio Corporacion Financiera Nacional, 6to Piso, Quito,

Ecuador

* Egypt: The WVorld Bank, World Trade Center, 1191 Corniche El-Nil, 15th Floor, Cairo, Egypt

Ethiopia: The World Bank, Africa Avenue, Bole Road, Addis Ababa, Ethiopia

(mailing address: PO. Box 5515)

Georgia: The World Bank, 1'A Chonkadze Street, Tbilisi, Georgia

* Ghana: The World Bank, 69 Dr Isert Road, Northridge Residential Area, Accra, Ghana

(mailing address: P.O. Box M27)

Guatemala: The World Bank, 13 Calle 3-40, Zona 10, Edificio Atlantis, 14 nivel, Guatemala City, Guatemala

Guinea: Banque Mondiale, Immeuble de ]'Archeveche, Face Baie des Anges, Conakry, Guinea

(mailing address: B. P, 1420)

Haiti: The 'World Bank, IS rue Emeric (Montana), Port-au-Prince, Haiti

(mailing address: B.P. 1321)

Honduras Liaison Office: Banco Mundial, Edificio Naciones lUnidas, Avenida Repulblica de Panama,

Colonia Palrnira, Tegucigalpa, Honduras

*Hungary: The World Bank, Bank Center, Granite Towver, Szabadsag ter 5-7, 1944 Budapest, Hungary

* India: The WVorld Bank, 70 Lodi Estate, New Delhi 110 003, India

(mailing address: P.O. Box 416, New Delhi 110 001)

* Indonesia: The World Bank, Jakarta Stock Exchange Building, Tower 2,12th floor, Sudirman Central Business District (SCBD),

Jl. Jendrat Sudirman, kav 52-53, Jakarta 121 80, Indonesia
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Jamaica: The World Bank, Island Life Center, Suite 8-South, 6 St. Lucia Avenue, Kingston 5, Jamaica

Kazakstan: The World Bank, Samal-1, Bldg. No. 36, 3rd floor, Almaty, Republic of Kazakstan 480099

* Korea, Republic of: The World Bank, 11th floor, Young Poong Building, 33 Seorin-dong, Chongro-ku, Seoul, Republic of Korea

Kyrgyz Republic: The World Bank, Moskovskaya and K. Akieva Streets, Bishkek 720000, Kyrgyz Republic

Macedonia, FT-R of: The World Bank, 34 Leninova Street, 3rd floor, Skopje, Former Yugoslav Republic of Macedonia

Madagascar: Banque Mondiale, 1 Rue Patrice Lumumba, Antananarivo 101, Madagascar

(mailing address: B. P 4140)

Malawi: The World Bank, Development House, Capital City, Lilongwe 3, Malawi

(mailing address: PO. Box 30557)

Mali: Banque Mondiale, Immeuble SOGEFIH, Centre Commercial Rue 321, Quartier du Fleuve, Bamako, Mali

(mailing address: B. P. 1864)

Mauritania: The World Bank, Villa No. 30, Lot A, Quartier Socofim, Nouakchott, Mauritania

(mailing address: B. P 667)

* Mexico: The World Bank, Centro Insurgentes, Insurgentes Sur 1605, Piso 24, Col. San Jos6 Insurgentes, Del. Benito Juarez, 03900

Mexico, D.E

Moldova: The World Bank, 76/6 Sciuev Street, 277033 Chisinau, Moldova

Mongolia: The World Bank, I1 a Peace Avenue, Development Bank of Mongolia, Ulaan Baatar, Mongolia 210548

Morocco: The World Bank, 7, rue Larbi Ben Abdellah, Rabat-Souissi, Maroc

Mozambique: The World Bank, Ave. Kenneth Kaunda, 1224, 2-Andar, Maputo, Mozambique

(mailing address: Caixa Postal 4053)

* Nepal: World Bank, Hotel Yak and Yeti Complex, Durbar Marg, Kathmandu, Nepal

(mailing address: PO. Box 798)

Nicaragua: Banco Mundial, AIC Ministerio de Cooperaci6n Externa del Recinto Universitario Carlos Fonseca Amador

(RUCFA), 200 Varas al Oeste, Antigua Mansion Luis Somoza, Managua, Nicaragua

Niger: Banque Mondiale, 42 Rue des Dallols, Niamey, Niger

(mailing address: B. P 12402)

Nigeria: The World Bank, 1 st Floor, Plot PC- IO, Engineering Close, off Idowu Taylor Street, Victoria Island, Lagos, Nigeria

(mailing address: PO. Box 127)

Nigeria: The World Bank, Plot 433, Ecowas Road, Opposite Ecowas Secretariat, Assokoro District, Abuja, Nigeria

(mailing address: PDO. Box 2826, Garki)

* Pakistan: The NVorld Bank, 20 A , Shahra-e-Jamhuriyat, Ramna 5, G-5/1, Islamabad, Pakistan

(mailing address: P.O. Box 1025)

Paraguay: The World Bank, Edificio City, Tercer Piso, Estrella 345, Casa Chile, Asunci6n, Paraguay

Peru: Banco Mundial, Avenida Pardo y Aliaga 640, Piso 16, San Isidro, Lima, Peru

* Philippines: The NVorld Bank, 23rd floor, The Taipan Place Bldg., Emerald Avenue, Ortigas Center, Pasig City, Manila,

Philippines

* Poland: The World Bank, INTRACO I Building, 17th Floor, 2 Stawki Street, 00-193 Warsaw, Poland
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OFFICES OF THE WORLD BANK (continued) APPENDIX 4
Juloe 30, 1998

Romania: The World Bank, Boulevard Dacia 83, Sector 2, Bucharest, Romania

*Russia: The World Bank, Sadovo-Kudrinskava No. 3, Moscow 123242, Russian Federation

Rwanda: The World Bank, Blvd. de la Revolution, SORAS Building, Kigali, Rwanda

(mailing address: PO. Box 609)

Saudi Arabia: The World Bank Resident Mission, UNDP Building, King Faisal Street, Riyadh, Saudi Arabia 11432

(mailing address: PO. Box 5900)

Senegal: The World Bank, Immeuble S.D.J.H., 3 Place de l'Independance, Dakar, Senegal

(mailing address: B. P 3296)

South Africa: The World Bank, Grosvenor Gate, First Floor, Hyde Park Lane, Hyde Park 2196, Johannieshtorg, South Africa

(mailing address: PO. Box 41283, Craig Hall 2024)

* Sri Lanka: The World Bank, Development Finance Corporation of Ceylon (DFCC) Building, I st Floor, 73/5 Galle Road,

Colombo 3, Sri Lanka

(mailing address: PO. Box 1761)

Tajikstan: Dushanke, Talikistan

Tanzania: The World Bank, N.I C. Building (7/th Floor, B), Samora Avenue, Dar-es-Salaam, Tanzania

(mailing address: PO. Box 2054)

x Thailand: The World Bank, 14th floor, Diethelm 'Tower A, 93/1 Wireless Road, Bangkok 10330, Thailand

Togo: Banque Mondiale, 169 boulevard du 13 Jans-ier, Immeuble BTCI (8eme etage), Lom6, Togo

(mailing address: B. P 3915)

Turkey: The World Bank, Ataturk Bulvari, No. 21 1, Gama-Guris Building Kat 6, (16683 Kavaklidere, Ankara, Turkey

Turkmenistan: Liaison Office, UJNDP Building, Ashkhabad, Turkemenistan

Uganda: The World Bank, Rwenzori House, I Lumumba Avenue and 4 Nakasero Road, Kampala, Uganda

(mailing address: PO. Box 4463)

Ukraine: The World Bank, 26, Shovkovychna St., Suites Two and Three, Kiex 252024, Ukraine

Uzbekistan: World Bank Field Office, 43, Academician Suleimanova St., Tashkent, Uzbekistan

Venezuela: Banco Mundial, Avenida Francisco Miranda con Avenida del Parque, Torre Edicampo, Piso 9,

Campo Alegre, Caracas, Venezuela

* V'ietnam: The World Bank, 53 Tran Phu Street, Hanoi, Vietnam

WXNVest Bank and Gaza: The World Bank, Gaza City, Gaza (mailing address: PO. Box 54842, Jerusalem)

Yemen: The WVorld Bank, 14 Djibouti St., Sana'a, Republic of Yemen

(mailing address: PO. Box IS152)

Zambia: The WVorld Bank, Red Cross House, 2nd Floor, Long Acres, Lusaka, Zambia,

(mailing address: PO. Box 35410)

Zimbabwe: The World Bank, Finsure House, 5th Floor, 84-86 Union Avenue, Harare, Zimbabwe

(mailing address: PO. Box 2960)

* Country Dir-ectors are in the field.
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WORLD BANK BUDGET BY PROGRAM APPENDIX 5

FISCAL Y EARS 1996-99
(millions of US dollars)

Actual 1999
1996 1997 1998 Program

Program
Regional 709.3 689.3 753.7 749.5
Financial 90.9 90.3 92.0 98.7
Networks 64.8 65.0 88.2 99.3

Other operational programs 1.1 4.2 4.7 28.81)
Research and development training 80.1 87.5 87.5 85.3
Administrative programs 138.2 135.1 152.9 148.4
Corporate management and legal services 82.1 83.2 88.9 85.2
Total 1,166.5 1,154.6 1,267.9 1,295.3

Centrally-managed overhead/benefits' 9.5 15.0 (7.0] 26.6

SRP and pension management fees 117.1 101.7 n.a.d n.a.
President's contingency n.a. n.a. n.a. 13.0
Cost effectiveness review/redundancy costs n.a. 3.4 1.3 4.7
Financial Sector Reinforcement Program n.a. n.a. 4.1 25.0
Reimbursements (102.5) (108.1) (103.9) (108.5)
Net administrative programs 1,190.6 1,166.6 1,162.4 1,256.1

Special Programs 113.0 120.4 110.6 122.1

Corporate Secretariat 56.1 58.6 62.8 65.0
Operations evaluation 16.0 16.3 17.1 18.3
Total budget 1,375.7 1,361.9 1,352.9 1,461.5

NoTE: Details -nay not add to totals because of rounding
n.a. Not applicable
a. The expenditure allocation by program is based on a revised classification consistent with that shown in The World Bank Programns
and rs99 Budget, Annex 9. Previous years' allocations have been revised accordingly
b. The es99 pmgramn includes certain centrally-held funds which will be distributed to regional units during the fiscal year
c Centrally-matnaged overheads and benefits are shown net of expenses recoveredforn units. Total recoveries exceeded total beneft
costs in Fe98.
d. Reflects the decision of the Pension Finance Committee that (i) 1O Bank contribution is required for the Staff Retirement Plan (SRP) in
E 98 or PY99 end (ii) the msanagementfees for the retirement accounts will be paidfrom the respective assets from July 1, 1997 instead
of from the administrative budget.
e. Includes Board of Governors, Executive Directors, Developmnent Committee, Administrative Tribunal Inspection Panel, and Corpo-
rate Secretarint.
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COUNTRY ELIGIBILITY FOR BORROWING APPENDIX 6
FRONi THE WOR;.D BANK

(as of Juae 30, 1998)

COUNTRIES ELIGIBL-E FOR IBRD FUNDS ONLY

Income category 1997 GNP Income category 1997 GNP
and country per capita (US$)' and country per capita (US$),v

Per capita inconw over $5,445 Fiji 2,470
Korea, Republic of 10,550 Peru 2,460
Slosenia 9,680 Latvia 2,430
Argentina 8,7170 Colombia 2,78(

Antigua and Barhuda 7,380 Lithuania 2,230
Seychelles 6,880 Namibia 2,220
St. Kitts and Nevis 6,160 Belarus 2,150
Uruguay 6,02(0 Tunisia 2,090

Paraguay 2,010
Per capita income 53,126-$5,445 Micronesia 1,980
Czech Republic 5,200 El Salvador 1,810
Chile 5,0)20 Iran, Islamic Republic of 1,78(
Brazil 4,72(0 Marshall Islands 1,770
Malaysia 4,680 Dominican Republic 1,671)
Croatia 4,610 Ecuador 1,590
Hungary 4,430 Jordan 1,570
Gabon 4,230 Jamaica 1,560
Trinidad and Tobago 4,23(0
Mauritius 3,800 Per capita income $786-$1,505
Slovak Republic 3,700 Guatemala 1,500
Mexico 3,680 Algeria 1i490
Poland 3,500 Swaziland 1,440
Venezuela 3,450 Romania 1,420
South Africa 3,400 Kazakhstan 1,340
Lebanon 3,350 Morocco 1,250
Estonia 3,330 Suriname 1,240
Botswana 3,260 Philippines 1,220
Turkey 3,130 Syrian Arab Republic 1,15()
Palau n.a. Bulgaria 1,140

Indonesia 1,110
Per capita income $1,506-$3,125 Ukraine 1,040
Panama 3,0O0 Uzbekistan 1,010
Thailand 2,800 Papua New Guinea 940
Belize 2,740
Russian Federation 2,774( Per capita income $785 or less
Costa Rica 2,640 Turkmenistan 630

COUNTRIES ELIGIBLE FOR A BLEND OF IBRD AND IDA FUNDS6

Income category 1997 GNP Income category 1997 GNP
and country per capita (US$)a and country per capita (US$)a

Per capita income $3,126-$5,445 Per capita income S786-51,505

St. Lucia' 3,620 Egypt 1,18'0

Macedonia, FYR of 1,090
Per capita income $1,506-$3, i25 China 860

Dominica' 3,127) Georgia 840

Grenada' 3,000

St. Vincent and the Grenadines' 2,500 (continued next page)
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COUNTRY ELIGIBILITY FOR BORROWING APPENDIX 6
FROM THE WORLD BANK (continued)

(as of June 30, 1998)

Per capita income $785 or less Pakistan 490

Zimbabwe 750 Kyrgyz Republic 440

Moldova 540 India 390
Armenia 530 Nigeria 260
Azerbaijan 510 Bosnia and Herzegovina n.a.

COUNTRIES ELIGIBLE FOR IDA FUNDS ONLYb

Income category 1997 GNP Income category 1997 GNP
and country per capita (US$)a and country per capita (US$)'

Per capita income $1,506-$3,125 Gambia, The 350

Tongac 1,830 Angola 340

Haiti 330

Per capita income $786-$1,505 Kenya 330

VanuatuC 1,310 Tajikistan 330

Maldives 1,150 Togo 330

Samoa' 1,150 Uganda 330

Cape Verde' 1,090 Central African Republic 320

Equatorial Guinea 1,050 Vietnam 320

Bolivia 950 Cambodia 300

Kiribati 910 Sudan 280

Solomon Islands 900 Bangladesh 270

Guyana 800 Sao Tome and Principe 270

Sri Lanka 800 Yemen, Republic of 270

Djibouti n.a. Mali 260

Madagascar 250

Per capita income $785 or less Burkina Faso 240
Albania 750 Chad 240

Honduras 700 Guinea-Bissau 240

Cote d'lvoire 690 Malawi 220

Lesotho 670 Eritrea 210
Congo, Republic of 660 Nepal 210
Cameroon 650 Rwanda 210

Guinea 570 Tanzania 210
Senegal 550 Niger 200
Mauritania 450 Burundi 180
Nicaragua 410 Congo, Democratic Republic 110
Bhutan 400 Ethiopia 110
Comoros 400 Mozambique 90
Lao People's Democratic Republic 400 Afghanistan n.a.
Mongolia 390 Liberia n.a.
Benin 380 Myanmar n.a.
Zambia 380 Sierra Leone n.a.

Ghana 370 Somalia n.a.

n.a. Precisefiggures not available
a.l4torld Bank Atlas methodology; percapita GNPc igures are in 1997 US. dollars.
b. Countries are eligible for IDA on the basis of (a) relative poverty and (b) lack of creditworthiness. The operational czutofffor IDA eligibil-
ity for FY99 is a 1997 GNP per capita of US$925, using Atlas methodology. To receive IDA resources, countries also meet tests of perfor-
mance. In exceptional circumstances, IDA extends eligibility temporarily to countries that are above the operational cutoff and are
undertakiing major adjustment efforts but are not creditworthy for IBRD lending An exception has also been made for small island econ-
omies (see below) -
c During the IDA-u period (FY97-99), an exception to the GNP per capita operational cutofffor mA eligibility ($925 for FY99) has been
made for some small island economies, which otherwise would have little or no access to Bank Group assistance because they lack cred-
itworthiness. For such countries, IDA funding is considered case by case for the financing of projects and adjustment prograins designed to
strengthen creditworthiness. APPENDIX SIX 155



IBRD AND IDA PAYMENTS TO SUPPLYING APPENDIX 7
ELIcGIBLEa BORROWING COUNTRIES FOR

LOCAL AND FOREIGN PROCULIRMENT IN FISCAL YEAR 1998
9naillios of US udollarsj

Percentage
BorroN% irin l.oL.al Foreign Total of total

touOtiries procuremizenlt protcireiuienit amotunit tisbtlrlenlerlte

Albania 7 t S
Algeria 37 - 37 1115

Angola 12 - 12 2

Argentinia >57 23 5S( 2.34
Armenia 9 t 9
Bangladesh 191 t 191 0.77
Barbados 4 t 4
Belarus 4 2
Bcnin 16 t 16 0,().6
Bolivia 5 7 1 58 09.23
Bosnia andi Herzegovina 33 - 33 fl 13
Brazil 1,119 41 1,16( 4 68
Bulga-ria 8 S 16 (1 .07
Borkinia Faso 26 3 30 (1112
Burondi 4 t 4
Cambodia 1 -II

Cameroon 1 t 115 1l46

Cape Verde 5 - 5

Central African RepubliL t t I
Chad 14 - 14 19
Chile 67 3 7 1 29
China 1-31l9 13S 1],457 5-S
CColomnbla 84 2 S6 J 135
Costa Rica 12 it) 23 6.19
Cotc d'Isirc 9(1 8 9S 1) 139

Croatia 26 1 28 0) 11
Cyprus 7
Czech Republic 1 3 4 17 (t1(7
l)ominicarn Republic 6 - 6 *

Ecuador 42 15 56 11.23
Egypt, Arab Rptiublic of 17 2 172 (.69
El Salvador 7 1 8 *

Estonia 6 33 9
Ethiopia 21 t 21 (0
Fili 2 1 2
GCambia, The 6 t 6
Georgia 101 3 l3 005
Ghana 78 t 7/J 0.32
Guatemala 6 t 6
Cuinea 21 t 21 (0(0
Guinea-BIsMaL 6 t 6
Guyana 6 t 6
Haiti 2() - 20 ).(0S

HondLoras 16 t 16 o)6(16
H ungary 27 31 58 1 24
11nliia 1,15 84 1,234 4 98
Indonesia 468 12 481 1.94
Iran, Islamic Reptiblic of 54 1 55 0 22
lamaica 22 t 22 1 1.01

Jordan 28 t 29 1 12
Kazakhstan 8 t 8
Kenya 39 12 52 11.21
Korea, Republic of 86 160) 245 0 99
Lao People's Dem. Rep. 16 I I 1 .07
Larvia 1 1 t 9
Lebanon 26 3 29 11.17

Lesotho 8 - 8
Madagascar 44 t 44 0.18
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Percenitage
Borruming Local Foreign Total of total
coLltries procurenment procurement amotunt disbursemenits)'

Malawi 87 t 88 ().35
NMlalaysia 39 17 ,6 0.23
NM ali 21 4 25 0.l0
Mauritania 16 - 16 0.06
Mauritius 4 1 5
Mexico 1,052 4 1,056 4.26

Morocco 133 9 141 0.57
Mozambique 30 t 30 0.12
Nepal 23 t 23 0.09
Nicaragua 32 t 32 0.13
Niger 17 2 18 0.07
Nigeria 152 t 153 0.62
Pakistan 499 4 502 2.03
Panaama 14 3 17 0.07
Papua New Guinea 14 - 14 0.06
Paraguay 31 3 34 0.14
Peru 168 t 169 0.68
Philippines 132 3 134 0.54
Poland 95 13 108 0.44
Romania 35 6 41 0.17
Russian Federation 237 9 246 0.99
Rwanda 16 1 18 0.07
Senegal 22 3 25 0.10
Slovak Republic 9 6 15 0.06
Slosenia 11 3 15 0.06
South Africa - 39 39 0.16
Sri Lanka 34 3 37 0.15
Tajikistan I - I

Tanzania 46 3 49 0.20
Thailand 40 8 48 0.19
Togo 11 3 14 0.06

Trinidad and Tobago 12 t 13 0.(5
Tunisia 81 1 82 0.33
Turkey 171 70 241 0.97
Uganda 98 1 99 0.40
Ukraiine 7 3 1(
Uruguay 27 t 27 0.11
V'enezuela 94 20 114 0.46
Vietnam 47 t 47 0.19
Yemen, Republic of 77 t 77 0.31
Zambia 69 2 71 0.28
Zimbabwe 87 5 92 (.37
Others 72 14 87 0.35

Total 10,112 847 10,959 44.23

-Zero, t less than $0.5 million, less than 0.05 percent.
INus7e Details mtav ntot add to totals because of rounditg.
a. Cotuttries eligible to borrow fromn leRD and ia.c are listed in Appendix 6. In addition, payments under disbursing loans to
Barbados and Cyprus, which are no longer eligible borrowing countries, are included. Amounts exclude disbursemneWts for debt
reduction, net advance disbursementts, and disbursements under simtplified procedures for structural and sectoral adjustment loans.
b. Refers to the share of all Ijea and tnz> payments for fiscal 1998 (excluding disbursements for debt reduction), twhich totaled $24,779
77tillionl.
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IBRD AND IDA PAYMENTS TO SUPPLYING APPENDIX 8

COUNTRIES FOR FOREIGN PROCUREMENT

(rsamounlts in millions of US dollars)

IBRD cumulative IDA cumulative
to Jtue 30, 1998 IBRD ficu 1998 to June 30, 199S IDA fis(-aI 1998

Suipplyilg (ounfitry Amouint "'o Amnouiit ' Amnount A Aiount .

Algeria 42 * 13
Argentina 854 0(74 19 0.61 114 (0.26 3 1).24
Australia 1,196 1.03 24 (0.75 689 1.56 IS 1.24
Austria 1,729 1.49 76 2.40 261 0.59 17 1.18
Azerbaijan 3 t 23 0.05
Bahamas, The 99 0.09 3 0.12 8 t
Bahrain 68 0.06 - 130 9.30 2 0.14
Banigladesh 16 * t 46 t) I l
Belarus 55 0(05 1 3 I t
Belgium 1,596 1.38 13 0.42 1, 61 2.41 14 (1.96
Brazil 1 947 1.6S 38 1.20 341 0.77 2 0.19
Butgaria 47 4 0.14 54 0. 2 3 11.24
Burkina Faso I 12 3 0.23
Caymeroon 5 2 - 27 .(06 t
iarada 2,691 2.32 82 2.58 S13 1.84 32 2.18
Chi c 384 0.33 2 0.06 37 0.()9 1 O.((4
Chinla' 1,534 1.32 93 .97 12710 2.88 45 3 05
Colombia 246 0.21 1 * 23 0.05 I (1.09
Costa Rica 57 0).05 10 0.32 39 0.09 t
Ckte d Icoire 50 - 255 (3.58 7 1.54
Cvprus 80 0.07 4 0.15 34 (1.(8 t I
Czech Republic 82 (0.07 3 0.11 8 1 0.(5
Denmark 784 0.68 14 0.44 347 0.79 29 '.(21
Djibouti t - 25 (.06 1
Ecuador 193 !). 17 13 13.43 10 I (J.06
Egypt, Arab Reptihlc oif 60 (10.5 - * 38 0.09 1 0. I I
Finland 567 t1.49 22 0.69 137 0.31 1() 0,74
France 8 248 27 139 749 4,768 10.81 184 12.48
Germany 13,127 11.33 332 10.39 3.627 8.22 91 6.20
Greece 213 (.18 2 (J.(J8 S7 0.20 -(151
Guinea 4 * t 411 (1.09 t
Hungar; 336 0.29 3( (1.96 27 0.06 1 0.05
India 455 (1.39 IS (1.58 912 2.07 65 4.40
Indonesia 168 t).15 3 0.12 131 0.3() 8 (1.57
Iran, Islamic Republic of 146 (1.13 t 197 0.45 1 (1.()7
Iraq 459 0.40 - 29 3.07 -
Ireland 177 ().15 7 0.23 122 0.28 9 1.h67
Israel 268 (1.23 8 0.(26 117 0.27 8 ().58
Italy .055 6.09 336 10.5 1 1,930 4.38 ltl)f 6.78
JlamaiKa 17 - C

Japan 14,886 12.85 299 9.23 4,267 9.67 46 3.15
Jordan 50 - C 146 0.33 t *
Kazakhstan 75 (J.07 - 32 0.07 t
Kenya 28 t 2 291 (0.613 II (1.81
Korea, Republic of 1,75tJ 1.51 65 2.014 923 2 09 94 6.38
Kuawait 269 0(.23 - 2 57 ().5S T 
Lebanon 9 O8 0,08 0.117 24 0t.O6 t
Liby,a 98 O.S -0 
Luxembourg 73 (1.06 1 36 0.08 t
Nalavy*ia 345 ().30 6 0 21 250 13.57 9' 0.67
MIali t ^ - 13 4 (1.29
Mauritius I r 2 0.05 1 (. I 0 I
Mlexico 57() 0.49 3 (1.11 99 0.23 - ( 05
Miorocco 178 ().15 2 0(17 58 (3.13 6 142
Netherlainds 2, 271 1.90 34 1 .7 1 266 2.87 59 4()2
New Zealand 187 0.16 3 0.10 1(17 (.24 2 (1.15
Nigeria 389 0.34 t * 407 0.92 t
Norsway 524 (1.45 58 1.82 161 0.37 13 (1.9)
Pakistan 121 0.10 1 178 0.413 0.16
Panama 396 (1.34 3 0 1() 51 (3.12 t C
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IBRD cumulative IDA cumulative
to Julne 30, 1998 IBRD fiscal 1998 to Jtuine 30, 1998 IDA fiscal 1998

Supplying country Amounit % Amount % Amount % Amouint "A,

Paraguay 115 0.10 1 13 1 0.13
Peru 128 0.11 t 20 0.05 t
Philippines 74 0.06 1 84 0.19 1 0.08
Poland 286 0.25 12 0.39 52 0.12 - 0.05
Portugal 75 0.06 3 0.09 344 0.78 28 1.93
Qatar 123 0.11 - 16 6

Romania 322 0.28 6 0.20 75 0.17 -*
Russian Federation 728 0.63 6 0.20 82 0.19 2 0.19
Saudi Arabia 588 0.51 7 0.25 241 0.55 4 0.31
Senegal 27 t 98 0.22 2 (.18
Singapore 1,131 0.98 39 1.24 737 1.67 39 2.66
Slovenia 46 2 0.07 4 1 0.09
South Africa 437 0.38 9 0.30 1,020 2.31 29 1.97
Spain 1,411 1.22 39 1.24 309 0.70 12 0.82
Sudan I * 1 20 0.05 1 0.11
Swaziland 34 - * 31 0.07 -

Sweden 1,692 1.46 29 0.92 480 1.09 13 0.93
Switzerland 4,565 3.94 95 2.99 1,200 2.72 28 1.93
Tanzania 7 * - 31 0.07 3 0.21

Thailand 148 0.13 t 379 0.86 7 0.50
Togo 31 - * 30 0.07 2 0.18

Tonga t * t * t *

Trinidad and Tobago 21 * 22 0.05 t
Tunisia 91 0.08 - 39 0.09 1 0.10
Turkey 579 0.50 60 1.90 123 0.28 9 0.64
Turkmenistan 5 50 0. 12 - *

Ukraine 167 0.14 51 0.12 2 0.18
United Arab Emirates 571 0.49 - * 371 0.84 9 0.65
United Kingdoma 8,631 7.45 195 6.09 5,757 13.05 142 9.66
United States 22,467 19.40 451 14.10 4,337 9.83 155 10.55
Uruguay 113 0.10 t 5 t
Venezuela 539 0.47 19 0.62 201 0.46 t
Vietnam 46 * * 54 0.12 t

Yemen, Republic of t * -1 147 0.33 1 0.10

Yugoslavia (formerJh 857 0.74 * 174 0.40 t *
Zambia 52 * 113 0.26 1 0.12
Zimbabwe 34 -- 115 0.26 4 0.32
Others 2,367 2.04 327 10.22 839 1.90 33 2.29

Total 115,815 100 3,202 100 44,110 100 1,477 100

-Zero, t less than $0. 5 million, ' less than 0. 05 percesst
NoIE: Amounits exclude disburseentens for debt reduction, net advance disbursements, and disbursements under simplified procedures
for structural and sectoral adjustsment loans. Amounts may not add to totals because of rounding
a. China includes Hong Kong as of July 1, 1997. United Kingdom includes Hong Kong throuigh June 30, 1997.
b. Figures represent payments to subcontractors in respect to contracts awarded to suppliers from Yugoslavia (former).
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IBRD AND IDA PAYMENTS T O APPENDiX 9

SUPPLYING COTNTRIES FOR FOREIGN PROCUREMEINT,

BY DESCRIPTION OF GOODs, FISCAL YEAR 1998
(anmunts in m7lilliolns of US dollorsj

Equlipmenlt Civil wvorks Consultants All other goods Total disbur,ements
SuLBplhillg OLn3trv Amouot u( Amont V Amount , AmouLlt ', Amount (

Albalia - t t O.tl - - t
Airgentina 9 0.3 7 9 1.06 4 0.46 - * 23 0(.5(
Australia 1 ().63 2 (J.2, 22 2.56 - ( 3 42 0.( 1
Aistria 73 2.74 13 1.53 1 0.22 5 2.28 94 2 (1

Bahamas, The 3 ().13 - 0.07 t - 4 ()1)
Bahrain 2 (1.08 - * -_ * 2 ( (15
Bclarus t t 1 (1.13 - - I

Belgiurn 21 (.St * 0.58 I ) 43 27 t) 50)
Bolivia - - t 0.0( t - I

Brazil 1() 0.41 27 3.10 3 0.34 - 41 1 88
Bulgaria i 0.30 - t- S (3.17
Burkina Fas - * - t 3 1.41 3 (117
Canada 46 1.75 1( 1.23 56 642 t 9.I1 114 7.45
Chi)e I 0.07 - 0.07 - (109 - 3 0.07
China3 87 3.25 46 5.31 3 0.3'9 1 (1.52 138 2.9 6
Colombia 1 ().06 - - 0.06 - 2
Costa Rica * - * 9 1.12 t (1.09 1(1 (1.22
C6tc d vioe t 7 0.81 t t 97 ). 17
Croatia I - - I

Cyprus I t2 0 25 2 9J 9)1 5 911
Czech Repu sle 4 (1.15 - t t 4 0.09
D)nmark 27S 1.06 1 0 16 14 1.593 t .0)s 43 114
Ecuador t -- 14 1.62 - * 14 0.31
Egypt, Arab Republic of _ - 0.0 _ 09 0 09 
Estonia 2 0.09 - I t I - 2 (1. 05
Fiinland 22 0.85 5 0.67 4 0.49 t * 33 () 71
France 261 9. 76 76 S.64 72 8 IS 14 6.10 424 9.016
Georgia 1 0.06 - - 0.0S t 2 ' () (O)
Germanv 276 10.34 105 11 96 30 3.40 11 4.99 424 99(7
Ghana - - - t (0.0 - * t

Greece 5 9.19 3 0.37 1 0.19' t 10 0 22
Hungary 29 1.12 1 0.15 t t 31 0.67
India 67 2.54 8 (J.97 0.5S 1 (0.S3 S3 1.79
Indonesia 12 0.4-5 - * t J - 12 076
Iran, Islamic Republic of t - - ().O6 - * I *

Ireland I 0.1)7 - * 13 1.51 2 0.94 1,7 1.37
Israel 9 (1.34 0.26 5 (.61 - 16 0.36
ltals 125 4.69 2 57 29.21 51 5.87 2 0.8 436 9.34
Jamaica - - - - I

Japais 316 11 83 it 1.29 12 1.47 1 9.47 341 .31
Kcrnua 9 (.37 t * 1 0.20 - 12 1.26
Korea, Rep-blic of 65 2.45 93 19.65 t -_ 159 3 41
Kuwait - -- 0 .34 1

Lebanon t - 0.11 1 01 -_ ()96
L.txembhourg - 9 - t t a I 9
Malavsia 14 0.55 1 9.13 - 0.09 t 16 '1.30
Mali - - t 4 1.68 4 i(WO

%Mauritius I - S t I
Mlexico - 3 1).34 - 0.07 - 4 OA.Q9

Moldova I 0.67 - I- .-

Nlozambique - t
Netherlands 56 2 10 12 1.47 23 2.64 1 1.47, 93 2.1()
Nes Zeal3nd -- 4 0.51 t 5 0.11
Ni2er t t .14 -
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Equipinenit Civil works Consultants All other goods Total disbursements
Supplying country Amount 'it Amount % Amoun1t % Amount % Amo1unt %

NorwaY 57 2.16 7 0.80 6 0.79 - -71 1.53
Pakistan t 2 0.27 1 0.13 - * 3 0.08
Panama I 0.07 - 1 0.17 - * 3 0.07
Paraguay - 2 0.27 0.07 - * 2 0.06
Peru - t 0.05 - * t
Philippines t * - 2 0.28 - 2 0.05
Poland 12 0.46 - _ 0.08 - * 13 0.28

Portugal 4 0.17 17 2.01 8 0.93 1 0.40 31 0.67
Romania 5 0.21 - 0.08 t - 6 (1.14
Russian Federation 8 0.32 - * - * 9 0.19

Saudi Arabia 12 0.46 - * t * - 12 (1.27
Senegal t - 0.08 1 0.21 t * 2 0.06
Singapore 74 2.79 3 0.38 t 0.30 79 1.69
Slovak RepubLic 6 0.23 - t - 6 0.13
Slovenia 2 0.09 t - 0.10 t * 3 0.07
South Africa 26 0.99 4 0.53 6 0.76 - 0.33 38 0.83
Spain 21 0.82 19 2.21 7 0.86 2 1.15 51 1.10
Sudan 1 - * 1 0.21 - - 2 0.06

Sweden 34 1.28 1 0.18 6 0.70 1 0.51 43 0.93
Switzerland 98 3.70 8 0.94 13 1.48 4 1.72 124 2.66
Tanzania 1 2 0.25 t * - * 3 0.07

'Thailand 6 0.26 1 0.06 t 0.05 t * 7 0.17
Togo - t * 2 1.13 2 0.06

Tunisia t * 1 0.15 - I

TurkeY 65 2.45 4 0.49 1 0.06 - * 70 1.50
Uganda t * 1 0.07 0 O
Ukraine 3 0.12 - * - 3 0.07

United Arab Emirates 8 0.31 1 0.23 t t 10 0.22
United Kingdoma 179 6.70 23 2.67 132 14.96 2 1.23 337 7.22
United States 379 14.20 41 4.70 182 20.65 3 1.55 607 12.98
Venezuela 16 0.62 - * 3 0.37 - * 19 0.42

Yemen, Republic of t 1 0.11 t 0.05 * I *

Yugoslavia (former)b - * t 0.05 - * * t

Zimbabwe 1 3 0.35 t t 0.07 4 0.10
Others 37 1.39 26 3.05 123 14.03 163 68.51 351 7.51

Total 2,675 100 880 100 882 100 238 100 4,678 100

-Zero, t less ihan $0.5 million, less than 0.05 percent.
NOTE: Amounts exclude disbursetnents for debt reduction, net advance disbursements, and disbursements under simplified procedures
for structural and sectoral adjustment loas. Details may not add to totals because of rounding
a. China includes Hong Konigas of July 1, 1997. United Kingdom incdudes HongKong through June 30, 1997.
b. Figures represent payments to subcontractors in respect to contracts awarded to suppliers from Yugoslavia (fonner).
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IBRD AND IDA DISBURSEMENTS' FOR FOREIGN APPENDIX 1 0

EXPEiNDITURES, BY DESCRIPTION OF GOODS

(FOR INVESTMENT LENDING), FISCAL YEARS 1996-98

1996 1997 1998
Iteim Countries Countries Cotintries Countries Counitries Cotiuitries

not eligible eligible Total niot eligible eligible Total niot eligible eligible Total
to borrow to borroNv to borrow to borrow to borrow to borrow

Millions of US 70ollars

Civil works 595 205 799 668 256 924 652 227 880
Consultants S)( 79 879 784 S0 864 795 84 879
Goods 2,832 389 3,222 2,566 457 3,023 2,124 504 2,62S
Allother 483 32 517 151 18 169 131 IS 149

Total 4,71() 705 5,416 4,169 811 4,981) 3,702 833 4,536

Percentl,

Civil works 74 26 15 72 28 19 74 26 19
Consultants 91 9 1b 91 9 17 90 1i 19
Goods 88 12 59 85 15 61 81 19 58
All other 94 6 10 9( 10 3 88 12 3

Total 87 13 100 84 16 10(0 82 18 loU

N(Tr: Couutries eligible to borrow from i3er) and Ios are listed in7 Appendix 6. For consistency of comparison, the Republic of Korea zs
included as a country eligible to blorrou; for all perods cto'ered byv this table. Korea b'ecamne eligible to borrow in December 1997. Details
0nov not ofdd to totals because of rounldinzg.
a. A;nouzte exclude dis'trsemlenets for debt reduction and net aduance disbursemenits. Amounts also exclude lisl'ursenle?lts for struc-
turel and sectoral adjustmnent loanis and hybrids (loanls that support policy a nd institutional reforms in a specific sector by hfinancing
both a policv component disbursed against imports and an im estunent component).
kt Percenita,ges are based on the dollar amounts shiown under the total disbursements section. These percentages show both the lneake-
down between couitries eligible to borrowo from the IeRe) andl/or io.ns, and countries not eligible to borrow, for individual goods categories
and the share ot each goods categorv compared with total disbursentents.
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ESTIMAT_Sa OF IBRD AND IDA PAYMENTS APPENDIX I i

TO SUPPLYING COUNTRIES FOR FOREIGN

PROCUREMENT UNDER ADJUSTMENT LENDINGb, FISCAL YEAR 1998
(millions of US dollars)

Supplying countries Amount Percent Supplying countries Aniount Percent

Albania t * Korea, Republic of 140 1.47

Algeria 24 0.25 Kuwait I 0.01

Argentina 52 0.55 Kyrgyz Republic 12 0.13

Asia (other) 168 1.76 Latvia 13 0.14

Australia 181 1.90 Lithuania 37 0.39

Austria 113 1.18 Macau t 0.00

Bahrain 6 0.06 Malaysia 142 1.49

Barbados t 0.0( Malta t 0.00

Belgium 137 1.44 Mauritius t 0.00

Belize t 0.00 Mexico 36 0.38

Bolivia 4 0.04 Mongolia 9 0.09

Brazil 147 1.54 Morocco 5 0.05

Cameroon 4 0.04 Mozamnbique t 0.00

Canada 119 1 25 Netherlands 149 1.56

Chile 63 0.66 New Zealand 41 0.43

China 453 4.75 Nicaragua t 0.00

Colombia 14 0.15 Norway 26 0.27

Costa Rica 1 0.01 Oman 5 0.05

Croatia 7 0.07 Pakistan 20 0.21

Cyprus I 0.01 Panama t 0.00

Czech Republic 46 0.48 Paraguay 2 0.02

Denmark 58 0.61 Peru 11 0.12

Dominica t 0.00 Philippines 26 0.27

Ecuador 20 0.21 Poland 88 0.92

Egypt Arab Republic of 6 0.06 Portugal 21 11.22

El Savador t 0.(0 Romania 26 0.27

Estonia 16 0.17 Russian Federation 468 4.91

Finland 129 1.35 SaudiArabia 16 (0 17

France 403 4.22 Singapore 345 3.62

Gabon 4 0.04 Slovak Republic 25 0.26

Germany 905 9.49 Slovenia 21 0.22

Greece 44 0.46 South Africa 98 1.03

Greenland t 0.00 Spain 118 1.24

Guatemala 1 0.01 StVincent t (.00

Honduras 1 0.01 Sudan t 0.00

Hong Kong, China 20 0.21 Sweden 85 0.89

Hungary 43 0.45 Switzerland 85 0.89

Iceland 1 0.01 Trinidad and Tobago 2 0.02

India 68 0.71 Tunisia 3 (.03

Indonesia 171 1.79 Turkey 113 1.18

Ireland 38 0.40 United Kingdom 237 2.48

Israel 37 0.39 United States 1,495 15.67

Italy 464 4.86 Uruguay 4 0.04

Jamaica 1 0.01 Venezuela 9 0.09

Japan 1,605 16.82 Yugoslavia (former) 12 0.13

Kenya 7 0.07 Zimbabwe 12 0.13

TOTAI 9,540

t Amount beiow $0.5 milliOn.
NOTE: Ameornts exclude disbursements under investment lending See Appendix 8 for payments to supplying countries for foreign
procurement uznder investment lending, fiscal 1998. Details may not add to total because of rounding
a. Based on import data dreawn fromn the latest iriforncatiouz available on borrowers trade statistics cornpiled by the United Nations
trade system COMTRADE.

b. Under the simplified procedures for structural and sectoral adjustmrent loans, approved by the Executive Board in fiscal 1996,
disbursements are no longer directly linked to procurement under adjustmsent loans.
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IBRID AND IDA CUMULATIVE LFNDING APPENDIX 12
OPERATIONS, BY MAJOR PURPOSE AND REGION,

JUNE 30, 1 998
(nnillionis of US collars)

IBRD loans to borrowvers, by region'

Mliddle Latini Euirope
East Asia East and America and

and North and the Central South
PUrposed' Africa Padffic Africa Caribbean Asia Acia Total

Agriculture 3,605.2 13,008.2 5,234.3 16,431.2 7,742.2 3,(59.7 49,080.8
Education 553.1 5530.9 2,181.5 6,296.9 1,672.5 55.0 16.2_9.9
Electric po-wer and

other energy 1,887.1 16,0(03.6 2,218.8 12,422 3 6,438.0 10,597.6 49,567.4
Environment 21.9 1,411 1 244.5 2,155.5 396.0 31(.u 4,539.1
Finance 717.2 10,530.1 2,320.4 9,484.5 4,939.8 3,440.2 31,432.2
Health, nitrition and

population 267.9 1,015.7 585.3 3,8411.6 1,030.5 31.3 6,771.3
Industrv 1,289.1 3,728.2 1,920.3 5,671.3 3,933.4 3,420.7 19.963 0
Mlining 216.5 503.0 131.7 1,148.8 1,640.8 1,304 0 4,944.9
Nultisector 2,275.2 4,319.3 2,891).4 9,299.6 11,064 2 68(1.0 30,528.7
Oil and gas 381.2 1,646.9 711.2 1,527.5 2,485.1 3,3597 10,111.6
Public-sector management 105.1 763.3 652. 2 4,761.9 2,130.1 400.) 8,812.6
Social sector 26.9 67.5 83.0 1,521.0 1,695.8 301.3 3,695.5
Telecommunications 510.2 1,894.2 691.5 533.9 575.3 747.5 4,952 6
Transportation 3,04(.0 15,732.1 3 ,013.7 15,504.1 6,795.2 3,342.6 47,427.6
Urban development 928.2 4,134.0 2,128.7 5,898.6 1,573.1 294.1 14,956.7
Water supply and sanitation 1,3(19.3 1,851. 2 2,530.6 5,334.7 1,645.0 6105.4 13,276.2

Total 7,] 34.1 82,139.3 27,538.1 101,832.4 55,757.0 31,949.1 3l6_3500
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IDA credits to borrowers, by region

Middle Latin Europe Total
East Asia East and America and fBRD

and North and the Central South and
Purposeb Africa Pacific Africa Caribbean Asia Asia Total IDA

Agriculture 8,067.3 6,390.2 985.9 432.5 436.6 14,445.4 30,757.9 79,838.6
Education 3,743.5 1,726.9 490.8 343.4 50.6 4,145.1 10,500.3 26,790.1
Electric power and

other energy 2,608.9 927.5 252.9 291.4 221.8 3,901.1 8,203.6 57,771.0
Environment 396.9 427.2 15.0 183.7 20.0 718.0 1,760.8 6,299.9
Finance 2,253.2 368.8 154.8 206.6 119.4 797.0 3,899.8 35,332.0
Health, nutrition and

population 1,848.4 1,093.7 237.8 112.2 108.8 3,846.9 7,247.8 14,019.1
Industry 1,142.4 151.2 84.4 82.2 37.0 1,829.4 3,326.6 23,289.6
Mining 183.5 51.0 - 66.7 - 84.0 385.2 5,330.0
Multisector 6,884.1 469.7 80.0 654.6 930.6 3,676.2 12,695.2 43,223.9
Oil and gas 518.2 66.0 101.0 94.2 52.4 520.7 1,352.5 11,464.1
Public-sectormanagement 2,092.7 196.7 15.2 391.1 244.7 512.5 3,453.0 12,265.6
Social sector 841.9 259.7 348.0 283.8 115.4 799.4 2,648.2 6,343.7
Telecommunications 441.2 101.8 83.0 2.4 18.0 884.2 1,530.6 6,483.2
Transportation 6,684.2 1,606.0 309.7 521.7 164.5 3,318.1 12,604.2 60,031.8
Urban developtnent 1,685.2 593.5 114.5 117.2 172.1 1,657.0 4,339.5 19,296.2
Water supply and sanitation 1,353.9 613.8 213.4 111.1 102.6 1,971.2 4,366.0 17,642.2

Total 40,745.5 15,043.7 3,486.4 3,894.8 2,794.5 43,106.2 109,071.2 425,421.0

- Zero.
NOTE: Details may not add to totals because of rounding
a. No account is taken of cancellations subsequent to original commitment. IBRD loans to the IFc are excluded.
b. Operations have been classified by the major purpose they finance MWany projects include activity in more than one sector or subsector
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IBRID AND IDA CUMULATIVE LENDING APPENDIX 13
OPERATIONS, BY BORROWER OR GUARANTOR,

JUNE 30, 1998
(amounts in millions of US dollars)

IBRD loans IDA credits Total

Borrower or guarantor Number Amount Number Amount Number Amount

Afghanistan - - 20 230.1 20 230.1
Africa region 1 15.0 1 45.5 2 60.5
Albania - - 28 356.7 28 356.7
Algeria 62 5,5S8.5 - 62 5,558.5
Angola - - 10 277.8 1 0 277.8

Argentina 96 l4,48S82 - - 96 14,488.2
Armenia 1 12.0 15 402.7 16 414.7
Australia 7 417.7 - - 7 417.7
Austria 9 106.4 - - 9 106.4
Azerbaijan - - 8 289.7 8 289.7

Bahamas, The 5 42.8 - - 5 42.8
Bangladesh 1 46.1 154 8,120.1 155 8166.2
Barbados 11 103.2 - - 11 103.2
Belarus 3 170.2 - - 3 170.2
Belgium 4 76.0 - - 4 76 0

Belize 8 71.8 - - 8 71.8
Benin - - 46 670.8 46 670.8
Bhutan - - 7 41.9 7 41.9
Bolivia 14 299.3 56 1,377.6 70 1,676.9
Bosnia and Herzegovina - - 19 384.6 19 384.6

Botswana 20 280.7 6 15.8 26 296.5
Brazil 241 25,726.8 - - 241 25,726.8
Bulgaria 15 1,049.3 - - 15 1,049.3
Burkina Faso - 1.9 48 882.0 48 883.9
Burundi 1 4.8 46 694.0 47 698.8

Cambodia - - S 268.1 8 268.1
Cameroor 44 1,294.4 24 996.8 68 2,291.2
Cape Verde - - 10 97.8 7 137.5
Caribbean region 5 89.8 2 47.7 10 97.8
Central Airican Republic - - 24 403.5 24 403.5

Chad - - 35 581.3 35 581.3
Chile 57 3,425.4 - 19.0 57 3,444.4
China 131 2l,431.9 69 9,524.1 200 30,956.0
Colombia 150 8,748.6 - 19.5 150 8,768.1
Comoros - - 16 101.7 16 101.7
Congo, Democratic Republic of 7 330.0 59 1,151.5 66 1,481.5

Congo, Republic of 10 216.7 10 183.6 20 400.3
Costa Rica 38 888.9 5.5 38 894.4
Cote dcIvoHre 62 2,8S7.9 21 1,726.7 83 4,614.6
Croatia 12 625.4 - - 12 625.4
Cyprus 30 418.8 - - 30 418.8

Czech Republic 2 326.0 - - 2 326.0
Czechoslovakia 1 450.0 - - 1 450.0
Denmark 3 85.0 - - 3 85.0
Djibouti - - 9 58.1 9 58.1
Dominica 1 3.1 3 14.1 4 17.1

Dominican Republic 26 739.9 3 22.0 29 761 .9
East African Community 10 244.8 - - 10 244.8
Eastern Africa region - - 1 45.0 1 45.0
Ecuador 66 2,442.6 S36.9 71 2,479.5
Egypt 59 4,022.5 37 1,779.0 96 5,801.5
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IBRD loans IDA credits Total

Borrower or guarantor Number Amount Number Amount Number Amount

El Salvador 32 820.6 2 25.6 34 846.2
Equatorial Guinea - - 9 45.0 9 45.0
Eritrea - - 5 125.4 5 125.4
Estonia 7 125.7 - - 7 125.7

Ethiopia 12 108.6 60 2,827.7 72 2,936.3

Fiji 13 152.9 - - 13 152.9
Finland 18 316.8 - - 18 316.8
France 1 250.0 - - 1 250.0
Gabon 13 222.0 - - 13 222.0
Gambia, The - - 24 178.2 24 178.2

Georgia - - 15 373.0 15 373.0

Ghana 9 207.0 89 3,221.0 98 3,428.0
Greece 17 490.8 - - 17 490.8
Grenada 1 3.8 1 8.8 2 12.7
Guatemala 29 891.1 - - 29 891.1

Guinea 3 75.2 49 1,073.8 52 1,149.0
Guinea-Bissau - - 21 234.9 21 234.9

Guyana 12 80.0 15 293.8 27 373.8
Haiti 1 2.6 36 626.5 37 629.1
Honduras 33 717.3 19 694.9 52 1,412.2

Hungary 39 4,302.0 - - 39 4,302.0
Iceland 10 47.1 - - 10 47.1

India 169 25,428.1 225 25,506.5 394 50, 934.6
Indonesia 231 24,438.2 46 931.8 277 25,370.0
Iran, Islamic Republic of 39 2,058.1 - - 39 2,058.1

Iraq 6 156.2 - - 6 156.2
Ireland 8 152.5 - - 8 152.5
Israel 11 284.5 - - 11 284.5
Italy 8 399.6 - - 8 399.6
Jamaica 62 1,326.0 - - 62 1,326.0

Japan 31 862.9 - - 31 862.9

Jordan 47 1,672.0 15 85.3 62 1,757.3
Kazakhstan 16 1,503.6 - - 16 1,503.6

Kenya 46 1,200.0 72 2,830.8 118 4,030.8
Korea,Republicof 112 13,599.0 6 110.8 118 13,709.8

Kyrgyz Republic - - 15 438.5 15 438.5
Lao People's Democratic Republic - - 25 546.2 25 546.2
Latvia 10 256.3 - - 10 256.3
Lebanon 15 783.5 - - 15 783.5
Lesotho 2 155.0 25 271.0 27 426.0

Liberia 21 156.0 14 114.5 35 270.5
Lithuania 11 273.2 - - 11 273.2
Luxembourg 1 12.0 - - 1 12.0
Macedonia, FYR 7 173.5 5 203.8 12 377.3
Madagascar 5 32.9 72 1,612.0 77 1,644.9

Malaw4Fi 9 124.1 62 1,661.1 71 1,785.2
Malaysia 84 3,746.6 - - 84 3,746.6
Maldives - - 6 47.3 6 47.3
Mali - 1.9 58 1,201.5 58 1,203.4
Nalta 1 7.5 - - 1 7.5

(conitinued next page)
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IBRI) AND IDA CUMUILATIVE LENDING APPENDIX 1 3
OPERATIONS, BY BORROWER OR GUARANTOR,

J UI N E 3 0, 1 9 9 8 (continved)
(mnounts H in 7illionis of US dollars)

IBRD loanis IDA credits Total

Borrower or guarantor Number Amount Number Amount Number AmouLnt

Mauritania 3 146.0 39 481.9 42 627.9
Mauritius 30 413.1 4 20.2 34 433.3
Mexico 167 29,059.7 - - 167 29,059.7
NIoldova 9 302.8 3 79.9 12 382.7
NIongolia - - 10 163.7 1C 163.7

Mdorocco 117 7,995.3 3 50.S 120 S,046.1
N^Iozambique - - 30 1,636.0 30 1,636.0
Myanmar 3 33.4 3( 804.0 33 837.4
Nepal - - 68 1,540.0 68 1,540.0
Netherlands 8 244.0 - - 8 244.0

New Zealand 6 126.S - - 6 126.8
Nicaragua 27 233.6 17 635.9 44 869 5
Niger - - 43 734.0 43 734.0
NigerLa 84 6,248.2 14 902.9 98 7,151.1
Norvay 6 145.() - - 6 145.0

OECS Comntries 1 3.6 - 2.4 1 6.0

Oman 11 157.1 - - 11 157.1
Pakistan 83 6,264.2 106 5,378.1 189 11,642.3
Panama 39 1,029.5 - - 39 1,029.5
Papua Newo Guinea 29 597.0 9 113.2 38 710.2
Paraguay 36 807.9 6 45.5 42 853.4

Peru S0 4,715.6 - - 80 4,715.6
Philippines 145 9,943.1 5 294.2 150 10,237.3
Poland 27 4,642.5 - - 27 4,642.5
Portugal 32 1,338.8 - - 32 1,338.8
Romania 54 4,855.8 - - 54 4,855.8

Russia 39 9,791.5 - - 39 9,791 5
Rsvanda - - 46 789.4 46 789.4
Sao Tome and Principe - - 8 58.9 8 58.9
Senegal 19 164.9 69 1,585.0 88 1,749.9
Seychelles 2 10.7 - - 2 10.7

Sierra Leone 4 18.7 21 403.7 25 422.4
Singapore 14 181.3 - - 14 181.3
Slosvak Republic 2 135.0 2 135 0
Slosema . 153.2 - - 3 153.2
Solomon Islands - - 6 33.9 6 33.9

Somalia - - 39 492.1 39 492 1
South Africa 12 28 .S - - 12 287.8
Spain 12 478.7 - - 12 478.7
Sri Lanka 12 210.7 70 2,242.2 S2 2,452.9
St. Kitts and Nesis 1 1.5 -1.5 1 3.0

St. Lucia 3 8.5 - 11.2 3 l9.7
St. Vincent and the Grenadines 1 1.4 1 6.4 2 7.8
Sudan S 166.0 4S 1,352.9 56 1,51 8.9
SwN aziland 12 104.8 2 7.S 14 112.6
Syrian Arab Ropublic 17 613.2 3 47.3 20 660.5

Tajilkistan - - 5 86.9 5 86.9
Tanzania 18 318.2 90 3,016.6 108 3,379.8
Thailand 114 6,279.1 6 125.1 120 6,404.2
Togo 1 20.0 40 728.5 41 748.5
Tonga - - 2 5.0 2 5.0
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IBRD loans IDA credits Total

Borrower or guarantor Number Amount Number Amount Number Amount

Trinidad and Tobago 20 298.8 - - 20 298.8
Tunisia 107 4,229.7 5 74.6 112 4,304.3
Turkey 122 13,242.5 10 178.5 132 13,421.0
Turkmenistan 3 89.5 - - 3 89.5

Uganda 1 8.4 65 2,549.6 66 2,558.0

Ukraine 14 2,221.8 - 14 2,221.8
Uruguay 42 1,548.2 - - 42 ],548.2
Uzbekistan 7 379.0 - - 7 379.0

Vanuatu - 4 15.4 4 15.4
Venezuela 36 3,212.4 - - 36 3,212.4

Vietnam - - 20 2,046.3 20 2,046.3

Western Africa region 1 6.1 3 52.5 4 58.6
Western Samoa - - 8 46.6 8 46.6

Yemen, Republic of - - 109 1,449.4 109 1,449.4
Yugoslavia 90 6,114.7 - - 90 6,114.7

Zambia 28 679.1 42 1,902.9 70 2,582.0
Zimbabwe 24 983.2 11 656.9 35 1,640.1
Other' 14 329.4 4 15.3 18 344.7

Total 4,201 316,021 2,911 109,056 7,112 425,076.4

- Zero
NoTE: Joinlt 1BR5/DAD operations are counted only once! as IRD ooperations. W'hen more than one loan is made for a single project, the
operation is cotnted only once. Details mav not add to totals because of rounding
a. Represents IBRD loans and inA credits made at a time when the authorities on Taiwan represented China in the 14;orld Bank (prior to
May 15, 1980).
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PROJE1CTS APPROVED FOR IBRD AND IDA APPENDIX 1 4

ASSISTANCE IN FISCAL YEAR 1998,

BY REGION AND COUNTRY

(amounts in mnillions of US dollars)

IBRD loans IDA credits Total

Region ancl Country Number Amount Number Amount Number Amount

Africa
Angola - - 1 5.0 1 5.0

Benin - - 2 20.7 2 20.7

Burkina Faso - - 1 41.3 1 41.3

Cameroon - - 2 203.0 2 203.0

Cape Verde - - 1 30.0 1 30.0

Chad - - 1 5.3 1 5.3

Comoros - - 2 19.9 2 19.9

C6te d'Ivoire - - 5 341.9 5 341.9

Eritrea - - 3 101.6 3 101.6

Ethiopia - - 4 669.2 4 669.2

Gambia - - 1 18.0 1 18.0

Ghana - - 3 96.7 3 96.7

Guinea - - 2 75.0 2 75.0

Guinea-Bissau - - 1 11.7 1 11.7

Kenya - - - 17.5 - 17.5

Lesotho 1 45.0 1 6.8 2 51.8

Madagascar - - 4 114.9 4 114.9

Malawi - - 1 50.6 1 50.6

Mali - - 1 21.5 1 21.5

Mauritania. - - 1 24.4 1 24.4

Mauritius 1 12.4 - - 1 12.4

Mozambique - - 1 36.0 1 36.0

Niger - - 1 28.0 1 28.0

Rwanda - - - 45.0 - 45.0

Senegal - - 4 233.0 4 233.0

Tanzania - - 2 45.3 2 45.3

Togo - - 3 106.2 3 106.2

Uganda - - 4 171.6 4 171.6

Zambia - - 2 145.0 2 145.0

Zimbabwe - - 3. 131.3 3 131.3

Total 2 57.4 57 2,816.4 59 2,873.8

East Asia and Pacific
Cambodia - - 1 31.0 1 31.0

China 14 2,323.0 2 293.4 16 2,616.4

Indonesia 9 703.2 - - 9 703.2

Korea, Repablic of 2 5,000.0 - - 2 5,000.0

Lao, People's Democratic Republic - - 1 34.7 1 34.7

Malaysia 1 300.0 - - 1 300.0

Mongolia - - 2 21.7 2 21.7

PapuaNew Guinea 1 5.0 - - 1 5.0

Philippines 4 135.8 - - 4 135.8

Thailand 3 380.0 - - 3 380.0

Vietnam - - 5 395.4 5 395.4

Total 34 8,847.0 11 776.2 45 9,623.2

South Asia
Bangladesh - - 4 646.4 4 646.4

Bhutan - - 1 13.7 1 13.7

India 5 1,068.0 6 1,073.6 11 2,141.6

Nepal - - 3 127.6 3 127.6

Pakistan 1 250.0 3 557.8 4 807.8

Sri Lanka - - 2 127.3 2 127.3

Total 6 1,318.0 19 2,546.4 25 3,864.4

Europe and Central Asia
Albania - - 6 84.2 6 84.2

Armenia - - 6 134.5 6 134.5

Azerbaijan - - 2 90.0 2 90.0

Bosnia and lIerzegovina - - 8 177.0 8 177.0
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IBRD loans IDA credits Total

Region and Country Number Amount Number Amount Number Amount

Bulgaria 2 116.0 - - 2 116.0
Croatia 3 106.9 - - 3 106.9
Georgia - - 5 110.4 5 110.4

Hungary 3 336.4 - - 3 336.4

Kazakhstan 3 545.0 - - 3 545.0

Krygyz Republic - - 2 65.0 2 65.0

Latvia 1 7.9 - - 1 7.9

Macedonia 3 67.5 1 10.0 4 77.5
Moldova 1 55.0 2 70.9 3 125.9
Poland 3 522.0 - - 3 522.0
Romania 4 130.5 - - 4 130.5

Russian Federation 3 1,628.6 - - 3 1,628.6
Tajikistan - - 2 19.9 2 19.9
Turkey 4 603.1 - - 4 603.1

Ukraine 2 216.4 - 2 216.4
Uzbekistan 3 127.0 3 127.0

Total 35 4,462.3 34 761.9 69 5,224.2

Latin America and the Caribbean

Argentina 12 1,332.5 - - 12 1,332.5

Bolivia - - 5 200.7 5 200.7

Brazil 15 1,617.5 - - 15 1,617.5

Colombia 5 132.2 - - 5 132.2
Dominican Republic 2 33.0 - 2 33.0
Ecuador 171.0 - - 5 171.0

El Salvador 2 146.0 - - 2 146.0

Guatemala 3 110.6 - - 3 110.6
Guyana - - - 1.5 - 1.5

Honduras - - - 14.2 - 14.2

Mexico 7 1,767.2 - - 7 1,767.2

Nicaragua - - 3 141.4 3 141.4

Organization of Eastern Caribbean States 1 3.6 - 2.4 1 6.0
Panama 1 12.7 - - 1 12.7

Paraguay 1 40.0 - 1 40.0
Peru 2 172.5 - - 2 172.5

Uruguay 1 100.0 - - I 100.0

Venezuela 3 40.7 - - 3 40.7

Total 60 5,679.5 8 360.2 68 6,089.7

Middle East and North Africa

Algeria 1 150.0 - - 1 150.0

Egypt 1 20.0 3 122.0 4 142.0
Jordan 3 67.0 - - 3 67.0

Lebanon 1 63.0 - - 1 63.0

Morocco 4 200.0 - - 4 200.0

Tunisia 4 222.0 __ 4 222.0

Yemen, Republic of - - 3 124.5 3 124.5

Total 14 722.0 6 246.5 20 968.5

South Asia
Bangladesh - - 4 646.4 4 646.4
Bhutan - - 1 13.7 1 13.7

India 5 1,068.0 6 1,073.6 11 2,141.6
Nepal - - 3 127.6 3 127.6
Pakistan 1 250.0 3 557.8 4 807.8
Sri Lanka - - 2 127.3 2 127.3

Total 6 1,318.0 19 2,546.4 25 3,864.4

Grand total 105 17,282.0 124 7,060.4 229 24,342.4

- Zero.
NOTE: Supplements are included in the amount but are not counted as separate lending operations. Joint IBRD/IDA operations are
counted only once, as IBRD operations.
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IBRD IDA Total

Agriculture
Argentina 75.0 _ 75.0

Armenia - 14.5 14.5

Bangladesh - 11.4 11.4

Benin - 4.0 4.0

Bosnia ancl Herzegovina - 7.0 7.0

Brazil 55.0 55.0

Brazil 60.0 60.0

Brazil 80.0 - 80.0

Burkina Faso - 41.3 41.3

China 100.0 _ 100.0

China 150.0 - 150.0

China 90.0 60.0 150.0

China 100.0 100.0 200.0

China 300.0 _ 300.0

Colombia 5.0 5.0

Ecuador 20.0 - 20.0

Egypt, Arab Republic of - 15.0 15.0

Ethiopia - 60.0 60.0

India 96.8 100.0 196.8

India - 52.9 52.9

India 79.9 50.0 129.9

India 39.0 39.0

Indonesia 16.3 - 16.3

Indonesia 20.5 20.5

Kazakhstani 15.0 - 15.0

Kyrgyz Republic - 15.0 15.0

Kyrgyz Republic 35.0 35.0

Lesotho - 6.8 6.8

Macedonia, Former Yugoslav Republic of 7.5 5.0 12.5

Mexico 47.0 - 47.0

Moldova - 5.0 5.0

Morocco 20.0 - 20.0

Nepal - 79.8 79.8

Nepal 24.3 24.3

Pakistan - 285.0 285.0

Papua New Guinea 5.0 - 5.0

Philippines 50.0 50.0

Romania 25.5 - 25.5

Senegal - 8.0 8.0

Sri Lanka - 57.0 57.0

Tanzania - 21.8 21.8

Togo - 26.2 26.2

Tunisia 42.0 - 42.0

Turkey 20.0 - 20.0

Vietnam - 66.9 66.9

Yemen, Republic of - 24.7 24.7

Yemen, Republic of - 12.5 12.5

Zimbabwe - 8.8 8.8

Total 1,480.50 1,236.90 2,717.40

Education
Argentina 119.0 - 119.0

Armenia - 15.0 15.0

Bangladesh 150.0 150.0

Bhutan 13.7 13.7
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Bolivia 75.0 75.0
Bosnia and Hei-zegovina - 11.0 11.0
Brazil 155.0 - 155.0
Brazil 62.5 - 62.5
Cameroon _ 4.9 4.9
Colombia 40.0 - 40.0
Colombia 7.2 - 7.2
C6te d'lvoire - 53.3 53.3
El Salvador 58.0 - 58.0
El Salvador 88.0 - 88.0
Ethiopia - 100.0 100.0
Hungary 36.4 - 36.4
Hungary 150.0 - 150.0
India - 152.0 152.0
India - 59.4 59.4
Indonesia 103.5 - 103.5
Lebanon 63.0 - 63.0
Macedonia, Former Yugoslav Republic of - 5.0 5.0
Madagascar 65.0 65.0
Malawi - 48.2 48.2
Mexico 115.0 - 115.0
Mexico 300.0 300.0
Mexico 180.2 - 180.2
Moldova - 5.0 5.0
Pakistan 22.8 22.8
Pakistan - 250.0 250.0
Romania 70.0 - 70.0
Sri Lanka - 70.3 70.3
Tanzania - 20.9 20.9
Tunisia 80.0 - 80.0
Turkey 300.0 - 300.0
Uganda - 80.0 80.0

Total 1,927.80 1,201.50 3,129.30

Electric power and other energy
Bangladesh - 235.0 235.0
Bosnia and Herzegovina - 25.0 25.0
Chad 5.3 5.3
China 300.0 - 300.0
China 250.0 - 250.0
Ethiopia - 200.0 200.0
India 60.0 - 60.0
Kyrgyz Republic - 15.0 15.0
Lao People's Democratic Republic - 34.7 34.7
Macedonia, Former Yugoslav Republic of 35.0 - 35.0
Senegal - 100.0 100.0
Turkey 270.0 - 270.0
Ukraine 200.0 - 200.0
Vietnam - 199.0 199.0
Zambia 75.0 75.0

Total 1,115.00 889.00 2,004.00

Environment
Argentina 18.0 - 18.0
Azerbaijan - 20.0 20.0
Brazil 51.0 - 51.0
Brazil 198.0 - 198.0
Bulgaria 16.0 - 16.0
China 63.0 - 63.0
China 72.0 20.0 92.0

(continued next page)
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PROJECTS APPROVED FOR IBRD AND IDA APPENDIX 15
ASSISTANCE IN FISCAL YEAR 1998,

B Y S E C T O R (continued2)

(amounts in millions of US dolUlrs)

IBRD IDA Total

China 95.0 95.0
Dominican Republic 3.0 3.0
Ecuador 25.0 - 25.0
Egypt, Ar2.b Republic of 20.0 15.0 35.0
Ghana - 9.3 9.3
Indonesia 6.9 - 6.9
Latvia 7.9 - 7.9
Peru 150.0 - 150.0
Venezuela 28.0 - 28.0
Vietnam - 21.5 21.5
Zimbabwe 62.5 62.5

Total 753.8 148.3 902.1

Finance
Bolivia - 20.0 20.0
Bosnia and Herzegovina - 5.0 5.0
Brazil 20.0 - 20.0
Croatia 30.0 30.0
Ecuador 21.0 - 21.0
Guyana - 1.5 1.5
Indonesia 20.0 _ 20.0
Korea, Republic of 3000.0 - 3000.0
Korea, Republic of 2000.0 - 2000.0
Macedonia, Former Yugoslav Republic of 25.0 - 25.0
Mexico 400.0 - 400.0
Morocco 100.0 - 100.0
Poland 22.0 - 22.0
Thailand 350.0 - 350.0
Thailand 15.0 - 15.0
Uruguay 100.0 - 100.0
Vietnam - 35.0 35.0
Yemen, Republic of - 80.0 80.0

Total 6,103.0 141.5 6,244.5

Health, nutrition and population
Albania - 17.0 17.0
Armenia - 10.0 10.0
Bangladesh - 250.0 250.0
China - 85.0 85.0
Comoros - 8.4 8.4
Dominican Republic 30.0 - 30.0
Ecuador 45.0 - 45.0
Egypt, Arab Republic of - 90.0 90.0
EFntrea - 18.3 18.3
Gambia, The - 18.0 18.0
Ghana _ 35.0 35.0
Guinea-Bissau - 11.7 11.7
India - 76.4 76.4
India - 300.0 300.0
Indonesia 42.5 - 42.5
Madagascar - 27.6 27.6
Mauritania - 24.0 24.0
Mexico 700.0 - 700.0
Mexico 25.0 _ 25.0
Nicaragua - 24.0 24.0
Philippines 19.0 - 19.0
Senegal - 50.0 50.0
Tunisia 50.0 - 50.0
Uganda - 34.0 34.0

Total 911.5 1,079.4 1,990.9
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Industry
Albania - 10.3 10.3
Bolivia - 62.8 62.8

Total - 73.1 73.1

Mining
Argentina 39.5 - 39.5
India 530.0 2.0 532.0
Madagascar _ 5.0 5.0
Russian Federation 800.0 - 800.0

Total 1,369.5 7.0 1,376.5

Multisector
Albania _ 5.0 5.0
Armenia - 60.0 60.0
Armenia 5.0 5.0
Azerbaijan - 70.0 70.0
C-ameroon - 180.0 180.0
Cape Verde - 30.0 30.0
Colombia 5.0 - 5.0

C6te d'lvoire - 50.0 50.0
Georgia - 60.0 60.0
Georgia - 5.0 5.0
Georgia - 4.5 4.5
Ghana - 50.0 50.0
Ghana - 2.4 2.4
Guinea - 70.0 70.0
Kenya - 17.5 17.5
Malawi - 2.4 2.4
Malaysia 300.0 - 300.0
Moldova 55.0 45.0 100.0
Panama 12.7 - 12.7
Russian Federation 800.0 - 800.0
Tajikistan - 10.0 10.0
Tanzania - 2.6 2.6
Thailand 15.0 - 15.0

Total 1,187.7 669.4 1,857.1

Oil and gas
Bosnia and Hierzegovina - 10.0 10.0
Brazil 130.0 - 130.0

Total 130.0 10.0 140.0

Public sector management
Argentina 5.0 - 5.0
Bolivia - 15.0 15.0
Bolivia - 25.0 25.0
Bolivia 2.9 2.9
Bosnia and Herzegovina - 63.0 63.0
Brazil 250.0 - 250.0
Brazil 170.0 - 170.0
Brazil 5.0 - 5.0
Bulgaria 100.0 - 100.0
Cameroor, - 18.1 18.1
C6te d'Ivoire 12.0 12.0
C6te d'lvoire - 36.6 36.6
Ecuador' 60.0 - 60.0
Eritrea _ 53.0 53.0

(continued next page)
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PROJECTS APPROVED FOR IBRD AND IDA APPENDI\ 1 5

ASSISTANCE IN FISCAL YEAR 1 998,

B Y S E C T O R a ('contintedi
(ciniuints iu ndliis cUS dollars)

IBRD IDA Total

Guatemala 28.2 28,2
Guatemala 15.7 - 15.7
Guinea - 5.0 5.0
Honduras - 14.2 14.2
Hungary 150.0 - 150.0
Indonesia 225.0 _ 225.0
Kazakhstan 230.0 - 230.0
Mauritania - 0.4 0.4
Mongclia 5.0 5.0
Morocco 70.0 70.0
Nicaragua - 70.0 70.0
Pakistan 250.0 - 250.0
Peru 22.5 - 22.5
Togo - 30.0 30.0
Ukraine 16.4 - 16.4
Uzbekistan 28.0 - 28.0
Venezuela 8.0 - 8.0
Venezuela 4.7 - 4.7
Yemen, Republic of - 1.5 1.5

Total 1,638.50 351.70 1,990.20

Social sector
Albania - 25.0 25.0
Angola 5.0 5.0
Argentina 284.0 - 284.0
Benin 16.7 16.7
Comoros - 11.5 11.5
India 301.3 241.9 543.2
Jordan 5.0 5.0
Kazakhstan 300.0 - 300.0
Mali - 21.5 21.5
Philippines 10.0 - 10.0
Romania 5.0 5.0
Russian Federation 28.6 - 28.6
Zimbabwe - 60.0 60.0

Total 933.9 381.6 1,315.5

Teleconuntmications
Indonesia 34.5 - 34.5
Organization of Eastern Caribbean States 3.6 2.4 6.0
Romania 30.0 - 30.0

Total 68.1 2.4 70.5

Transportation
Albania - 17.0 17.0
Argentina 450.0 - 450.0
Bosnia and Hierzegovina - 39.0 39.0
Brazil 45.0 _ 45.0
Brazil 186.0 - 186.0
China 200.0 - 200.0
China 123.0 - 123.0
China 250.0 - 250.0
China 230.0 - 230.0
C6te d'lvoire _ 180.0 180.0
Egypt, Arab Republic of - 2.0 2.0
Eritrea 30.3 30.3
Ethiopia - 309.2 309.2
Guatemala 66.7 - 66.7
Indonesia 234.0 - 234.0
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Nfepal - 23.5 23.5
Nicaragua - 47.4 47.4
Niger - 28.0 28.0

Poland 300 300.0
Rwanda - 45.0 45.0
Togo - 50.0 50.0

Tunisia 50.0 - 50.0
Uganda - 30.0 30.0
Uganda - 27.6 27.6
Vietnam - 73.0 73.0
Yemen, Republic of - 5.8 5.8
Zambia - 70.0 70.0

Total 2,134.7 977.8 3,112.5

Urban development
Albania -- 10.0 10.0

Algeria 150.0 - 150.0
Argentina 100.0 - 100.0
Argentina 75.0 - 75.0
Argentina 50.0 - 50.0
Argentina 75.0 - 75.0
Argentina 42.0 - 42.0
Bosnia and Herzegovina - 17.0 17.0
China - 28.4 28.4
Colombia 75.0 - 75.0
Cote d'lvoire - 10.0 10.0
Croatia 40.6 - 40.6
Georgia - 20.0 20.0
Georgia - 20.9 20.9
Jordan 32.0 - 32.0
Jordan 30.0 - 30.0
Moldova - 15.9 15.9
Mongolia - 16.7 16.7
Poland 200.0 - 200.0
Senegal - 75.0 75.0

Tajikistan - 10.0 10.0
Uzbekistan 24.0 - 24.0

Total 893.6 223.9 1,117.5

WVater supply and sanitation
Armenia - 30.0 30.0
Brazil 150.0 - 150.0
Cambodia - 31.0 31.0
Croatia 36.3 - 36.3
Lesotho 45.0 - 45.0
Madagascar - 17.3 17.3
Mauritius 12.4 - 12.4
Morocco 100- 10.0
Mozambique - 36.0 36.0
Paraguay 40.0 - 40.0
Philippines 56.8 - 56.8
Turkey 13.1 - 13.1
Uzbekistan 75.0 - 75.0

Total 438.6 114.3 552.9

Grand total 21,086.20 7,434.70 28,520.90

NOTE: Supplements are included in the amrount but are not counted as separate lending operations.
jolnt IERD/IDA operations are counted only once, as I5RD operationS.

Zero.

APPENDIX FIFTEEN 177



DEVELOPMENT COMMITTEE COMMUNIQUES APPENDIX 1 6
FtSCAL YEAR 1 998

COMMUNIQUE procurement and stressed the importance of NTDBS

increasing their assistance to help build borrower

The 56th meetinig of the Development Commnittee was capacity and accountability.
held in Hong Kong, China, on September 22, 1997, 3. Ministers welcomed the efforts underway in
under the chairmanship of Driss Jettou, Minister of other international and regional bodies to coordi-
Finance, Commerce, Indutstry and Handicrafts of nate efforts to combat corruption. In particular, the
Morocco. Zhu Rongji, Vice Premier of China, James Committee encouraged governments to criminalize
D. Wolfensohn, President of the 4orld Bank, Michel international bribery in an effective and coordi-
Camdessus, Managing Director of the International nated way.
Monetairy Fund, and Antonio Casas Gonzalez, 4. Multilateral Investment Guarantee Agency
Governor of the Central Bank of Venezuela and (NIIGA). Ministers reiterated their support for MIIGA'S

Chairnman of the Group of Twenty-Four; addressed continued growth in response to the expanding
the plenary session. Observers from a number of inter- demand for its services. They welcomed the con-
national and regional organizations also attended. sensus on addressing MIGA S resource constraints by
1. Helping Countries Combat Corruption and means of a three-part funding package comprising
Improve Governance. Ministers agreed that corrup- an IBRD grant of US$150 million, paid-in capital of
tion and weak governance undermine macroeco- USS150 million, plus US$700 million of callable
nomic stability, private sector activity, and capital. Ministers urged the 1nRD management and
sustainable development objectives and may erode Board of Executive Directors to move swiftly to
internat.Lonal support for development cooperation. implement the US$150 million grant. Ministers
They emphasized that corruption is a global prob- urged MIIGA's Board to reach agreement on imple-
lem that requires complementary actions by all mentation of the remainder of the package. They
countries. While stressing that member govern- also urged the MIGA Board to reach clear under-
ments have the primary responsibility for combat- standings on core policy issues as soon as possible.
ing corruption and strengthening governance, they These measures would relieve NIICGA'S short term
welcomed the more active involvement of the Bank financial constraints and provide it with a sustain-
and the Fund, each within its respective mandate, able capital structure for the medium to long term.
in responding to member governments' requests to Ministers urged the MJ1GA board and other relevant
strengthen their institutions and performance in parties to come to closure on the capital increase by
these areas, including the introduction of greater the time of the Committee's next meeting in April
transparency in the public sector. They welcomed 1998.
the relevant strategies and guidelines recently 5. Private involvement in infrastnrcture. Ministers
issued by the Bank and the Fund. The Committee welcomed the World Bank Group Action Program
stressed the importance of a consistent and even- designed to strengthen the Group's ability to
handed approach, as well as the need to take gover- increase private participation in infrastructure in
nance issues and corruption explicitly into account the context of its overall objectives to support pov-
in lending and other decisionmaking when they sig- erty reduction and sustainable development. While
nificantly affect project or macroeconomic and ministers recognized that governments continue to
country performance. The Committee asked that play a significant role in infrastructure investment,
the Bank and Fund report to the Committee in a they emphasized the important and increasing
year's time on the implementation of their respec- opportunities for more active private sector
tive strategies and guidelines. involvement. Ministers encouraged the Bank
2. Ministers invited other Multilateral Development Group to strengthen its catalytic role through early
Banks (Mv1ODBS) to develop similar strategies and and effective implementation of the action pro-
guidelines. The OIDBS Were encouraged, as a matter gram's comprehensive range of assistance in the
of urgency, to establish procurement procedures areas of finance, advisory services, risk mitigation,
and oversight mechanisms of the highest standard and knowledge and information. The Committee
and as uniform as possible, including anti-bribery stressed the importance of coordination among the
provisions. Ministers noted the ultimate responsi- Bank Group, based on agreed country frameworks
bility of borrowers for ensuring fair and effective and strategies.

178 THE WORLD BANK ANNUAL REPORT 1998



6. Implementation of the Debt Initiative for Heavily COMMUNIQUE
Indebted Poor Countries (HIPcs). The Committee
welcomed the further progress that had been made The 57th meeting of the Development Committee was
in implementing the initiative to support govern- held in Washington, D.C. on April 17, 1998, under
ments that show strong commitment to reform. the chairmanship of Dato' Seri Anwar Ibrahim, Dep-
The Committee also encouraged eligible countries uty Prime Minister and Minister of Finance of Malay-
to undertake the policy actions necessary to put sia. James D. IWolfensohn, President of the TV1orld
them on the path to securing debt relief. Decisions Bank, Michel Camdessus, Managing Director of the
to provide assistance of about US$0.9 billion (in International Monetary Fund, and Abdelkrim Har-
present value terms), which will generate debt ser- chaoui, Minister of Finance of Algeria and Chairman
vice reduction of about US$1.5 billion, have been of the Group of Twenty-Four, addressed the plenary
made for Bolivia, Burkina Faso, and Uganda; deci- session. Observers from a number of international and
sions on Cdte d'Ivoire, Guyana, and Mozambique regional organizations also attended.
are expected in the near future. Ministers stressed 1. Implications of the Asiani Financial Crisis. The
the importance of adequate interim financing by all Committee reviewed, in the context of a globalized
creditors. The Committee expressed appreciation economy, the implications of the Asian financial
for the contiruing close collaboration among credi- crisis for the World Bank Group. In a wide-ranging
tors in implementing the initiative, including discussion, ministers recognized that the crisis risks
understandings among them on the approach to damaging the region's remarkable development
burden-sharing. Ministers also appreciated that achievements, particularly its especially effective
bilateral contributions of about US$100 million anti-poverty performance. Ministers expressed
had already been made or pledged to the HIPC Trust strong support for the active role played by the
Fund (administered by the World Bank) and urged Bank Group and the International Monetary Fund,
other governments to contribute as well. They also together with the Asian Development Bank, in the
encouraged international financial institutions that international effort to restore confidence and sus-
have not yet finalized mechanisms for participation tainable growth and to help ensure stability in the
in the initiative to do so as soon as possible. Minis- international financial system. They especially
ters noted that additional resources will be needed appreciated these organizations' rapid and substan-
to help finance the African Development Bank's tial response to the crisis, including significant
full participation in the initiative. They also noted financial assistance to underpin stabilization mea-
the need for additional resources to finance the sures, programs of structural reform, and technical
Fund's contribution to the HiPc Initiative for coun- assistance in key sectors in the most affected coun-
tries beyond those noted above and, more generally, tries. Ministers also noted that although the region
the need to complete the funding of ESAF. has vast potential for sustained high levels of eco-
7. Strategic Compact. The Committee welcomed nomic growth through its own efforts, significant
the progress made in beginning to meet the com- external support would still be required for a num-
pact's ambitious objectives to strengthen the Bank's ber of these countries over the foreseeable future.
effectiveness, as reflected in management's first 2. Members welcomed the efforts of the World
semi-annual progress report to the Executive Bank and the IIF to help governments address the
Directors. social consequences of crises, including shielding
8. Bank/Fund Collaboration on Strengthening targeted public expenditures, improving labor stan-
Financial Sectors. Ministers noted the importance dards, and strengthening social safety nets for the
for macroeconomic stability and growth of most vulnerable. They expressed strong support for
strengthening the financial systems of developing the Bank's actions to help governments protect the
countries, as recent events have shown. They wel- poor, enhance the quality of social services,
comed an increased emphasis on this area in Bank improve the design and financing of social funds,
and Fund operations. Ministers viewed enhanced and promote sustainable environmental manage-
cooperation between the Bank and the Fund as an ment. Ministers also welcomed the active support
urgent priority and welcomed the recent agreement of the Bank and the Fund for the design and imple-
guiding increased collaboration to help member mentation of financial and corporate restructuring
countries strengthen their financial systems. and governance and for enhanced country capacity
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for better economic management and financial Boards' consideration of eligibility under the Debt
resiliency. Initiative for other countries will occur as soon as
3. Ministers urged the Bank, in implementing the their track records and progress in negotiation of
Strategic Compact and in maintaining support for Bank/Fund-supported programs warrant action.
all its members, to strengthen its ability to address Ministers encouraged potentially eligible countries
situatiens of this kind rapidly and to help govern- to undertake such programs in a timely manner so
ments avoid such crises in the future. Thus, the that by the year 2000 as many as possible could be
Committee urged the Bank to assist countries in included in the Debt Initiative. Ministers welcomed
strengtlhening key institutions and structural poli- the increasing number of countries that were con-
cies and to augment its skills and capacities in tributing bilaterally to the HIPC Trust Fund. They
related areas, including particularly the financial also stressed the importance of additional contribu-
sector, corporate restructuring and governance, and tions to the HIPC Initiative to assist all multilateral
poverty reduction and social sustainability institutions to meet their share of the cost, includ-
4. Given the breadth and depth of the issues ing in particular the African Development Bank.
involved in helping member governments confront 7. Multilateral linvestment Gzaranztee Agencv
such difficult situations, Ministers urged the Bank (FIIGA). Ministers welcomed the successful conclu-
and the Fund, building on their long tradition of sion of deliberations by the MIIGA Board of Directors
working together, to review and reinforce their on ICGA'S $850 million general capital increase
partnership based on their respective mandates. (including a $150 million paid-in portion) as weell
This partnership has become even more important as the agreement by IBRD governors to transfer $150
in light of the growing significance of structural fac- million as a grant to MIGA. These measures, reflect-
tors in assisting member governments and the ing agreements reached by the Committee at its
increased demands on both institutions. last meeting, will relieve -MIGA'S short-term financial
5. Imnpleinentation. of the Debt Initiative for Heavily constraints and provide it with a sustainable capital
Indebted Poor Countries (Houcs). The Committee structure for the medium to long term, thus
was pleased by the increasing momentum in the enabling it to respond to continuing growth in
implementation of the H)pC Initiative. Ministers demand for its services. The Committee also wel-
congratulated Uganda on its continued strong eco- comed the progress achieved by the MIGA board on
nomic reform effort and on becoming the first core policy issues and urged the board to continue
country to reach its completion point under the its discussions and to reach clear understandings on
HIPC Initiative, resulting in savings in nominal debt the remaining issues as soon as possible.
service of about $650 million (about S350 million S. Report of the Multilateral Development Banks
in NPV terms). The Committee welcomed deci- (tMBS). Ministers expressed appreciation to the
sions made since its last meeting by the Executive presidents of the four regional development banks
Boards of the IMF and IDA/IBRD to add Guyana, C6te and the World Bank for their comprehensive report
d'Ivoire and Mozambique to the group of countries on MDB follow-up to the recommendations of the
for which debt reduction packages have been Committee's MDB Task Force. The Committee
agreed upon. In the case of Mozambique, this welcomed the progress made by the MOIBS in
involved exceptional commitments by members of implementing programs designed to strengthen the
the Paris Club, and in particular Russia as Mozam- effectiveness of each institution. Ministers also
bique's largest creditor, as well as contributions welcomed the efforts made by the NooB presidents
from other countries and extraordinary assistance to strengthen their collaboration on important
by IDA and the Fund to secure the large debt relief areas-such as program evaluation and procurement
required. The six countries that have qualified for rules-and their commitment to expand this cooper-
assistance under the Debt Initiative wvould be eligi- ation, consistent with their respective mandates, in
ble to receive estimated debt relief amounting to additional areas of high priority such as governance,
about $5.7 billion (the equivalent of $3 billion in corruption, and capacity building; financial sector
NPV ter ms). fundamentals and reform; and infrastructure
6. Ministers noted that Mali and Guinea-Bissau financing. Members also agreed on the importance
are expected to join this group shortly and that the of \IDBS' addressing the considerable challenges that

180 TiHE WORLD BANK A\NIN.AI. REiPORTI 1998



remain in further strengthening this cooperation, number of important issues with broad systemic
and they suggested in particular that practical significance for all MDBS and the IMF, such as the HIPC

objectives be established for the next few years in Initiative and governance. This meeting's discussion
areas such as evaluation. They urged the MDBS to of the implications of the Asian financial crisis is a
continue to work closely with member govern- further example, and ministers agreed that the
ments to implement practical measures designed to Committee should continue to develop this prac-
ensure more effective in-country coordination, tice, as recommended in the MDB Task Force
based on a shared strategic view, and enhanced Report, drawing on contributions where appropri-
development impact. ate from other MDBS.

9. Members requested that the World Bank 11. World Bank Net Income Dynamics. Ministers
president inform the Committee at the spring considered issues raised by a decline in IBRD net
1999 meeting of progress achieved in strengthening income at the same time that potential demands on
World Bank cooperation with the regional this income were increasing. They urged the Bank's
development banks. Board of Directors to review, on an urgent basis, all
10. Ministers also noted that the Committee had available options and to make appropriate recom-
made notable progress over the last two years on a mendations and decisions in the next three months.
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Certain forward-looking statements contained herein are subject to risks and
uncertainties. IBRD's actual results may differ materially from those set forth in such
forward-looking statements.
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Management's Discussion and Analysis

1. Financial Overview
The International Bank for Reconstruction and Development (IBRD) is an international organization. established in 1945 and
owned by its member countries. IBRD's main goals are promoting sustainable economic development and reducing poverty.
It pursues these goals primarily by providing loans, guarantees and related technical assistance for projects and programs in
its developing member countries. IBRD's ability to intermediate funds from international capital markets for lending to its
developing member countries is an important element in achieving its development goals. IBRD's objective is not to
maximize profit, but to earn adequate net income to ensure its financial strength and to sustain its development activities on an
ongoing basis.

The table below presents selected financial data for the last five fiscal years:

~~ I9~8. 1997 11994 195 ik~~~~~~~~M ME Is
For the Year U.S.$ niilions J9

Loan Income 6,i 7,235 728,187 72
Interest ~~ 7,122 1W8,069 70
Conmuitment Charges 113 7 118 065

Provision for Loan Losses C (63) (12) -

Investment Income 1~3834 1,082 i
Borrowing Expenses 61) (5 952) (6,944) (66
Net Noninterest Expense (769) $41,3(959)
Net Income 1,285 1,354 I5

PeroranceRati%os I %

Net Return on Average Earniing Assets:' 4 81.04 i~i1.00 >~5

Gross Return on:
Average Eaming Assetsa 651 6.94 6.
Average Outstanding Loans' 54675 . & 7.12 4'
Average Cash and Investments 5 .00 5.69 .3

Cost of Average Borrowings (after swaps) 1 6.14 4.6.62624

Interest Coverage Ratio 1.24 22 1 1.19 J

Reserves-to-Loans Ratio b 14.49 14.49

ToW at Yearend I U.S. $ millions 2 w

Total Assets 161,945 168,579

Cashi and Liquid Investments 18,107 18,274 ~~~9
Loans Outstanding 105805 123,499 
Accumulated Provision for Loan Losses ( (3,210) (3,740) (

Borrowings Outstanding d lQ ~ 96,679 96 ~ 108,290 81
Total Equity2728346

a. Includes comnuitment charges.
b. On July 30, 1998, the Executive Directors approved a change in the computation of the Reserves-to-Loans ratio.

Prior year amounts have been restated for comparability.
c. Includes investments designated as held-to-maturity.
d. Outstanding borrowings, before swaps, net of premium/discount.
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The financial strength of IBRD is based on the support it receives from its shareholders and on its array of financial policies
and practices. Shareholder support for IBRD is reflected in the capital backing it has received from its members and in the
record of its borrowing members in meeting their debt-service obligations to it. IBRD's financial policies and practices have
led it to build reserves, to diversify its funding sources, to hold a large portfolio of liquid investments and to limit a variety of
risks, including credit, market and liquidity risks.

IBRD's principal assets are its loans to member countries. The bulk of IBRD's outstanding loans are priced on a cost pass-
through basis, in which the cost of funding the loans - and hence the benefits of IBRD's intermediation efficiency - are passed
through to the borrower, plus a fixed spread of 50 basis points. During FY 1992 - FY 1998 IBRD provided waivers of a
portion of commitment charges and interest to eligible borrowers.

From year to year MBRD's net income is affected by a nunber of factors, including the level of nonaccrual loans, changes in
interest rates (which flow through with a lag to the pass-through lending rates) and the level of the lending rates (which
determine the earnings on equity funding loans). IBRD holds its assets and liabilities primarily in U.S. dollars, Deutsche mark
and Japanese yen. IBRD mitigates its exposure to currency exchange rate risks by matching the currencies of its assets,
liabilities and reserves; however, reported income is affected by exchange rate movements. The increasing strength of the
U.S. dollar, IBRD's reporting currency, has reduced assets, liabilities and reported net income during the last three fiscal
years. This financial statement reporting effect does not impact IBRD's risk bearing and earning capacity.

IBRD's primary consideration in the allocation of net income is the adequacy of its reserves. In recent years IBRD has had
sufficient net income to allow it to fund significant transfers to the International Development Association (IDA), the Heavily
Indebted Poor Countries (HIPC) Debt Initiative Trust Fund and other development priorities of its shareholders.

During FY 1998 IBRD experienced unprecedented growth in its loan disbursements and commitments, prompted primarily by
the financial crisis in East Asia and adjustment lending in Eastern Europe and Central Asia. This loan growth has reduced
IBRD's reserves-to-loans ratio from 14.49% at June 30, 1997 to 14.06% at June 30, 1998. However, the implications of this
reduction in the reserves-to-loans ratio for IBRD's risk-bearing capacity depend on changes in credit risks in the loan
portfolio. On July 30, 1998, to ensure that the reserves-to-loans ratio continues to be adequate, IBRD's Executive Directors
approved the allocation of $750 million of FY 1998 net income to reserves. The maturity of high interest, fixed rate loans
from the early 1980s and, more broadly, the effects of lower lending rates on net income via the investment in loans of IBRD
members' equity (free funds), contribute to an outlook of declining net income. IBRD continues to evaluate additional
measures for enhancing ils risk bearing capacity.

2. Development Activities
IBRD offers a range of instruments to its member countries to meet their development needs. These financial instruments fall
into two primary categories, loans and guarantees.

Loans

From its establishment through June 30, 1998, IBRD had approved loans totaling $323,449 million to borrowers in 128
countries. The loans held by IBRD, including loans approved but not yet effective, at June 30, 1998 totaled $157,641 million,
of which $106,576 million was disbursed and $51,065 million was undisbursed. Cumulative loan repayments at June 30,
1998, based on exchange rates at the time of disbursement, were $121,421 million.

IBRD's lending operations have conformed generally to five principles derived from its Articles of Agreement (the Articles).
These principles, taken together, seek to ensure that IBRD loans are made to member countries for financially and
economically sound purposes to which those countries have assigned high priority, and that funds lent are utilized as intended.
The five principles are:

(i) IBRD makes loans to governments, governmental authorities or private enterprises in the territories of member
countries. A loan that is not made directly to the member in whose territories the project is located must be
guaranteed as to principal, interest and other charges by the member or its central bank or a comparable agency
of the member acceptable to IBRD. A guarantee by the member itself has been obtained in all such cases to date.

(ii) IBRD's loans are designed to promote the use of resources for productive purposes in its member countries.
Projects financed by IBRD loans are required to meet IBRD's standards for technical, economic, financial,
institutional and environmental soundness.
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(iii) In making loans, IBRD must act prudently and pay due regard to the prospects of repayment. Decisions to make
loans are based upon, among other things, studies by IBRD of a country's economic structure, including
assessments of its resources and ability to generate sufficient foreign exchange to meet debt-service obligations.

(iv) IBRD must be satisfied that in the prevailing market conditions (taking into account the member's overall
external financing requirements), the borrower would be unable to obtain financing under conditions which, in
the opinion of IBRD, are reasonable for the borrower. IBRD is intended to promote private investment, not to
compete with it.

(v) The use of loan proceeds is supervised. IBRD makes arrangements to ensure that funds loaned are used only for
authorized purposes and, where relevant, with due attention to considerations of cost-effectiveness. This policy
is enforced primarily by requiring borrowers (a) to submit documentation establishing, to IBRD's satisfaction,
that the expenditures financed with the proceeds of loans are made in conformity with the applicable lending
agreements and (b) to procure goods and services through procedures, including international competitive
bidding, which IBRD judges to be likely to lead to cost-efficient procurement.

Within the scope permitted by the Articles, these policies must necessarily be developed and adjusted in light of experience
and changing conditions.

The process of identifying and appraising a project and approving and disbursing a loan often extends over several years. The
appraisal of projects is caTried out by IBRD's operational staff (engineers, financial analysts, economists and other sector and
country specialists). With minor exceptions, all loans must be approved by the IBRD's Executive Directors. Loan
disbursements are subject to the fulfillment of conditions set out in the loan agreement. IBRD is in the process of revising its
financial project management and disbursement procedures with the intention of making them more efficient and effective,
through the Loan Administration Change Initiative. During project implementation IBRD staff with experience in the sector
or the country involved periodically visit project sites to review progress, monitor compliance with IBRD policies and assist
in resolving any problems that may arise. Subsequent to completion the project is evaluated to determine the extent to which
its major objectives were met. Similar appraisal, approval, supervision and evaluation procedures apply in the case of IBRD
structural and sectoral adjustment and other non-project loans.

Lending Instruments

IBRD lendling may take the form of any of the following instruments:

hnvestmext Lending

IBRD has several products that support investment activities, either discrete projects or programs of investments. These loans
broadly fall into the following categories:

* Specific Investment Loans fund the creation of new productive assets or economic, social, and institutional
infrastructure or their rehabilitation to full capacity.

o Sector Investment and Maintenance Loans are designed to bring investments, policies, and performance in
specific sectors or subsectors in line with agreed economic priorities.

* Financial Intermediary Loans support the development of financial institutions and provide funds to be
channeled through intermediaries for general credit or for the development of sectors or subsectors. The
primary objective of these loans is to improve the operational efficiency of financial institutions in a
competitive environment.

* Emergency Recovery Loans are made to restore assets and productivity immnediately after a major emergency
(such as war, civil disturbance, or natural disaster) that seriously disrupts the country's economy.

* Technical Assistance Loans are designed to strengthen capacity in entities concerned with policies, strategies
and institutional reforms in such areas as public enterprise reform and divestiture, civil service and judicial
reform, government budgetary management, and the formulation of economic policy.

IBRD's management is also developing a range of new lending instruments. The first of these new products are the
Adaptable Lending (AL) instruments, which include:

* Learning and Innovation Loans (LILs): These are designed to support small, time-sensitive programs to build
capacity, pilot promising initiatives, or to experiment with and develop locally-based models prior to large
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scale interventions. LlLs are modest in size with each loan not exceeding $5 million. Approvals of LlLs are at
the management level rather than at the Executive Director level.

* Adaptable Program Loans (APLs): These are designed to provide for funding of a long-term development
program through a series of operations. Succeeding operations are committed on the basis of satisfactory
performance on agreed milestones, indicators, periodic reviews, and the evaluation of implementation progress
and emerging needs. Authority for approval is with the Executive Directors for the first loan of each program
and the long-term program agreement. Authority for approval of subsequent APLs is with IBRD's management
subject to oversight and review by the Executive Directors.

The introduction of LlLs and APLs was approved by the Executive Directors on September 4, 1997.

A breakdown of IBRD's investment lending approved in FY 1998 and in each of the two preceding fiscal years is as follows:

In millions of U.S. dollars

FY1998 FY1997 FY1996

Asa %of Asa % of As a % of
Instruments Amount total loans Amount total loans Amount total loans

Adaptable Progam Loans $ 749 4 $ - - $ - -

Emergency Recovery Loans 410 2 - - 318 2

Financial Intennediary Loans 122 * 92 1 75 1

Learning and Innovation Loans 33 * - -

Sector Investment and Maintenance Loans 599 3 545 4 1,933 13

Specific Investment Loans 9,000 43 9,477 65 9,136 62

Technical Assistance Loans 238 1 273 2 364 3

Total $11,151 53 $ 10,387 72 $ 11,826 81

* Indicates amounts less than 0.5%.

Adjustment Lending

Most IBRD loans are for specific projects. IBRD also makes adjustment loans designed to support the introduction of basic
changes in economic, financial and other policies of key importance for the economic development of member countries.
Disbursements on these loans are conditional on certain performance objectives. The Executive Directors have agreed that
adjustment lending, excluding debt and debt-service reduction loans, will normally not exceed 25% of total IBRD lending.
As a result of several adjustment and similar loans made by IBRD this fiscal year, 47% of IBRD's lending in FY 1998
consisted of such loans. The Executive Directors considered the matter and are fully aware that, in light of the specific and
unusual financial circumstances in Asia at present, the guideline has been exceeded this fiscal year, and may possibly be
exceeded again in subsequent years. Adjustment loans are broadly classified as follows:

* Structurai! Adjustnent Loans support specific policy changes and institutional reforms. Agreement on a
satisfactory macroeconomic framework and policy actions that can be monitored on a specific schedule are
required.

+ Sector Adjustrnent Loans support comprehensive policy changes and institutional reforms in major sectors.
They also require agreement on a satisfactory macroeconomic framework and its implementation, and a
specific action program that can be monitored.

* Rehabilitation Loans provide support for government policy reform programs to assist the private sector where
foreign exchange is required for urgent rehabilitation of key infrastructure and productive facilities.

+ Debt and Debt-Service Reduction Loans assist an eligible, highly-indebted country in financing an approved
debt and debt-service reduction operation on its commercial debt that is designed to reduce the debt to a
manageable level and contribute to a viable medium-term financing plan and the attainment of medium-term
growth objectives.
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A breakdown of IBRD's adjustment lending approved in FY 1998, and in each of the two preceding fiscal years is as follows:

In millions of U.S. dollars

FY 1998 FY 1997 FY 1996
Asa%of Asa%of Asa%of

Instrwnents Amount total loans Amount total loans Amount total loans
Structural adjustment loansa $ 8,285 39 $ 1,295 9 $ 350 2
Sector adjustment loans 1,650 8 2,590 18 2,450 17
Rehabilitation loans - - 70 *- -
Total $9,935 47 $ 3,955 27 $ 2,800 19

Debt and Debt-Service
Reduction Loans $ - - $ 183 1 $ 30 *

a. Includes a $3,000 million economuc reconstruction loan to the Republic of Korea.
11 Indicates amounts less than 0.5%.

Enclave Lending

On rare occasions an IBRD loan will be made for a large, foreign exchange generating project in an IDA-only country. In
these circumstances appropriate risk mitigation measures are incorporated (including off-shore escrow accounts and debt-
service reserves acceptable to IBRD) to ensure that the risks to IBRD are minimized. At June 30, 1998, IBRD had less than
$150 mnillion in outstanding loans for enclave projects.
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Lending by Sector

A breakdown by sector of IBRD's outstanding loans and loans approved in each of the last three fiscal years is as follows:

Total loans outstanding Loans approved during
Sectors at end FY 1998 FY 1998 FY 1997 FY 1996

USD M % USD M % USD M % USD M %
Agriculture $ 11,564 11 $ 1,481 7 $ 2,811 19 $ 1,414 10

Education 4,749 5 1,928 9 762 5 921 6
ElectricPowerandOtherEnergy 13,625 13 1,115 5 1,613 11 2,459 17
Environment 1,310 1 754 4 23 * 535 4
Finance 14,822 14 6,103 29 994 7 1,199 8
Health, Population and Nutrition 2,309 2 911 4 246 2 1,495 10
Industry 5,924 5 - - 145 1 217 2
Mining and Other Extractive 1,817 2 1,369 7 300 2 571 4
Multi-Sector 17,194 16 1,188 6 1,373 9 906 6
Oil and Gas 3,975 4 130 1 114 1 30 *
Public Sector Management 4,764 4 1,638 8 730 5 1,036 7
Social 1,857 2 934 4 1,304 9 440 3
Telecommunications and Informatics 1,254 1 68 * - - 35 *
Transportation 12,581 12 2,135 10 3,085 21 2,237 15
Urban Development 5,084 5 894 4 646 5 632 4
Water Supply and Sanitation 3,293 3 438 2 380 3 529 4

Total a** $ 106,122 100 $21,086 100 $ 14,525 100 $ 14,656 100

a. Excludes loans to the IFC.
* Indicates amounts less than 0.5%.
** May differ from sum of individual figures shown due to rounding.

Financial Terms of Lending Instruments

Any of the previously described instruments can be offered with various financial terms. Presently IBRD offers new loans
with three types of financial terms: multicurrency pool loans, LIBOR-based single currency loans, and fixed rate single
currency loans. This prodluct offering is intended to provide borrowers flexibility to select terms that are compatible with their
debt management strategy and suited for their debt-servicing capability. All loans carry a three- to five-year grace period for
principal and amortize over a period that in most cases ranges from 12 to 20 years.

In general IBRD charges a spread on its outstanding loans of 50 basis points over its average cost of borrowings, with the
exception of the two loans described under "single currency loans" below. In addition, all loans carry a commintment charge of
75 basis points per annumr on undisbursed amounts.

Waivers of a portion of interest owed by all eligible borrowers are in effect and have been for each of the previous seven
fiscal years. Waivers of a portion of the commitment charge owed on undisbursed portion of loans made to or guaranteed by
members are in effect and have been for each of the last nine fiscal years. Further details are provided in the Notes to
Financial Statements-Note C.

Multicurrency Pool Loans

The currency composition of multicurrency pool loans is determined on the basis of a pool, which provides a currency
composition that is the sarne for all loans in the pool. Pursuant to a policy established by the Executive Directors and subject
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to their periodic review, at least 90% of this pool is in fixed currency ratios of one U.S. dollar to 125 Japanese yen to two
Deutsche mark equivalent.

The lending rate on these loans is variable, adjusted every six months to reflect the previous semester average cost of
outstanding borrowings allocated to fund these loans, weighted by the average composition of the pool. IBRD adds its
standard spread of 50 basis points to that average cost.

Loan Conversion Options

In FY 1997 in response to borrower demand for broader currency choice, the Executive Directors approved a policy to offer
currency choice for all IBRD multicurrency pool loans for which the invitation to negotiate was issued by September 1, 1996.
The purpose of this invitation was to provide borrowers the flexibility to amend the terms of their existing multicurrency pool
loans to reflect the offered currency of their choice. Under this offer which extended from September 1, 1996 to June 1,
1998, borrowers had three options: (a) retain the terms of their existing multicurrency pool loans; (b) convert undisbursed
loan amounts to single currency loan (SCL) terms; and (c) convert disbursed loan balances and undisbursed loan amounts (to
the extent not converted to SCL terms) to one of four new single currency pools (SCPs).

Conversion to Single Currency Loan Terms

Aggregate conversions of undisbursed balances through July 1, 1998 to SCL terms were $21,115 million, with U.S. dollars
comprising 79.7% of the total.

Conversion to Single Currency Pools

Single currency pool terms are not available for new commitments. Borrowers selecting conversion to single currency pool
terms had the choice of four different pools (U.S. dollar, Japanese yen, Deutsche mark or Swiss franc). All variable rate
multicurrency pool loans that were converted to single currency pools carry the applicable pool's variable lending rate, reset
semi-annually to reflect the previous semester average cost of outstanding borrowings allocated to fund that pool weighted by
the shares of currencies in the pool, plus the standard spread of 50 basis points.

Aggregating the conversions which took place on the conversion dates of July 1, 1997, January 1, 1998, and July 1, 1998,
borrowers converted U.S. dollar equivalent $48,549 million (of which $615 million was undisbursed) from the multicurrency
pool to single currency pools. Among the four currency choices, conversion to the U.S. dollar SCP loan pool accounted for
85.6% and conversion to the Deutsche mark pool accounted for 14.2 % of the total converted loan volume.

- Implementation. Given the cost pass-through nature of the loan products, special efforts were taken to ensure
an equitable initial re-allocation of outstanding borrowings to fund the SCPs. This was achieved by allocating
similar debt profiles to each of the currency pools on the basis of overall cost and maturity considerations.
IBRD will reconfigure the currency composition of each pool to at least 90% of the pool's target currency by
July 1, 1999, and maintain it at or above 90% thereafter, subject to available funding and swap access in the
necessary currencies.

* Lending Rates. Lending rates for the U.S. dollar and Deutsche mark SCP loans for the January 1, 1998 to June
30, 1998 semester were 8.37% and 6.92%, respectively. The U.S. dollar rate of 8.37% is significantly higher
than the 6.54% rate in effect for the July 1 to December 31, 1997 semester. This is because as the U.S. dollar
SCP was converted from a multicurrency pool to a U.S. dollar pool, it involved swapping lower nominal cost
non-U.S. dollar liabilities to U.S. dollar liabilities, thus reflecting the difference in market interest rates
between these currencies and the U.S. dollar. This difference was greatest in the case of Japanese yen where
market interest rates were substantially lower than for U.S. dollars.

Single Currency Loans

Borrowers may select LIBOR-based or fixed rate SCL terms for new loans. IBRD currently offers SCLs in U.S. dollars,
Japanese yen, Deutsche mark, French francs, pounds sterling, Swiss francs, and Netherlands guilders and will consider
borrower requests for such loans in other currencies.

LEBOR-based SCLs carry a lending rate that is reset semi-annually. The lending rate consists of a base rate, which is the
prevailing six-month interbank offered rate (LBOR, or PIBOR for French franc denominated SCLs) for the applicable
currency on the loan's rate reset date, plus a spread. The spread consists of: (a) IBRD's average cost margin for funding
allocated to these loans relative to the base rate, and (b) IBRD's standard spread of 50 basis points. These variable rate loans
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are designed to pass through to its borrowers IBRD's funding spread to LIBOR. This spread is set every six months, in
January and July. At June 30, 1998, LIBOR-based SCLs make up 14.1% of the total outstanding loans. At the end of FY
1998, the proportion of outstanding LIBOR-based SCLs denominated in U.S. dollars was 97.3%, with the remaining portion
denomninated in Deutsche mark, French francs, Japanese yen and other currencies.

IBRD approved and disbursed two LIBOR-based single currency loans to the Republic of Korea in FY 1998 that have non-
standard financial terms. The first, a $3,000 million economic reconstruction loan, carries a 6-month LIBOR interest rate plus
a fixed spread of 100 basis points and has a loan origination charge. The second, a $2,000 million structural adjustment loan,
carries a 6-month LIBOR interest rate plus a fixed spread of 75 basis points and has a loan origination charge. Neither loan is
eligible for interest waivers.

Fixed rate SCLs carry lending rates that are set on specified semni-annual rate fixing dates for amounts disbursed during the
preceding six months. The lending rate consists of a base rate, which reflects market interest rates for the applicable currency
on the rate-fixing date for the equivalent loan maturity, plus a spread. The spread consists of: (a) IBRD's funding cost margin
relative to the base rate for these loans, (b) a risk premium to compensate IBRD for market risks it incurs in funding these
loans, and (c) IBRD's standard spread of 50 basis points.

SCLs continue to be IBRD's fastest growing loan product, with the outstanding balance more than doubling during FY 1998.

The following table presents a breakdown of IBRD' s loan portfolio by product:

In millions of U.S. dollars

FY 1998 F1' 1997 FY 1996
Principal As a % of Principal As a % ofF Principal As a % of

Loan Product Balance Total Loans Balance Total Loans Balance Total Loans

Adjustable rate multicirrency pool loans
Outstanding $ 56,274 53 $ 91,842 87 $ 96,856 88
Undisbursed 8,765 17 27,422 53 44,786 82

LIBOR-based single currency loans
Outstanding 15,018 14 4,493 4 957 1
Undisbursed 29,801 58 19,144 37 7,387 14

Fixed rate single currency loans
Outstanding' 5,683 5 2,563 2 1,307 1

Undisbursed 12,356 24 5,007 10 2,335 4

Single currency pool loans
Outstanding 25,658 24 - - - -

Undisbursed 131 *

Other loans
Outstanding 3,943 4 6,907 7 11,126 10
Undisbursed 12 * 3 * 12 *

Total loans **

Outstanding $ 106,576 100 $105,805 100 $110,246 100

Undisbursed $ 51,065 100 $ 51,576 100 $ 54,520 100

Includes $1,114 miLion of fixed rate single currency loans whose rate had not yet been fixed at June 30, 1998.
* Indicates amounts less than 0.5%.
** May differ from the sum of individual figures due to rounding.

For more information see the Notes to Financial Statements-Note C.
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Guarantees
IBRD offers guarantees to its members and in exceptional cases will offer enclave guarantees in IDA-only countries subject to
a limit of $300 million. IBRD guarantees are flexible instruments that provide the credit enhancement required to mobilize
private capital. IBRD's objective in offering guarantees is to help mobilize private funding and to leverage IBRD's
participation in these projects by providing required credit enhancements. IBRD guarantees can be customized to suit varying
country and project circumstances. They can be targeted to mitigate specific risks - generally risks relating to political,
regulatory and government performance - which the private sector is not normally in a position to absorb or manage. Two
types of guarantees are offered:

* Partial risk guarantees cover debt-service defaults that may result from nonperformance of government
obligations. These are defined in the contracts negotiated between the government or a government-sponsored
entity and the private company responsible for implementing the project. The IBRD guarantee is limited to
backing the government's obligations; the obligations of the private company contained in the project
agreements are not covered and thus the private lenders assume the risk of nonperformance by the private
company.

* Partial credit guarantees are used for private sector projects when there is a need to extend loan maturities, but
not necessarily to cover sovereign contractual obligations. This approach may be most appropriate when the
lenders are not willing to accept the sovereign risk of the host government for a term long enough to meet the
needs of the project. By guaranteeing later maturities, such partial credit guarantees help induce the market to
extend the term to the maximum risk it can bear. The presence of the guarantee may also induce a lower
interest rate.

Each guarantee requires the counter-guarantee of the member government as does any loan not made to a member
government. Guarantees are priced within a limited range to reflect the risks involved, and preparation fees may be charged
where there are exceptional costs involved for IBRD.

IBRD applies the same country creditworthiness and project evaluation criteria for guarantees as it applies for loans. Projects
in any country that is eligible for IBRD lending are eligible for IBRD guarantees. IBRD offers partial credit guarantees and
partial risk guarantees to private investors where the government requests such support and the operation meets other IBRD
determined criteria.

IBRD's exposure at June 30, 1998 on its guarantees (measured as their present value in terms of their first call date) was
$1,501 million. The face value of such guarantees was $2,047 million, of which $371 million was subject to call. IBRD
charges a fee of 25 basis points per annum on its exposure on guarantees. Additional information is provided in the Notes to
Financial Statements-Note C.

IEBRD may also provide partial risk guarantees for export-oriented projects in an IDA-only country (enclave guarantees) if the
project is expected to generate foreign exchange outside the country, and IBRD determines that the country will have
adequate foreign exchange to meet its obligations under the counter-guarantee if the guarantee is called. The government is
expected to use revenue accruing to it from any such project for productive development purposes. A project covered by an
enclave guarantee includes security arrangements with appropriate risk mitigation measures-such as offshore revenue
escrow accounts and debt-service reserves acceptable to IBRD-to minimize IBRD's exposure and the risk of a call on the
guarantee. The annual commitment of enclave guarantees is initially limited to an aggregate guaranteed amount of $300
million.

Lending Limit
Under IBRD's Articles, as applied, the total amount outstanding of callable guarantees, participation in loans and direct loans
made by IBRD may not be increased to exceed the statutory lending limit (the sum of IBRD's subscribed capital, reserves and
surplus.) At June 30, 1998, outstanding loans and callable guarantees totaled $106,947 million, or 52.9% of the statutory
lending limit. The Executive Directors have issued guidelines pursuant to which all guarantees issued by IBRD are included
in the calculation of this ratio from the time those guarantees first become callable.

In 1991 the Executive Directors decided that discussions on an additional capital increase would be initiated if IBRD's
lending commitments during any fiscal year reach 80% of the sustainable level of lending (the level that in IBRD's judgment
could be sustained without the need for additional capital). IBRD's lending commitments for FY 1998 were $21,086 million,
or 77.7% of the sustainable level of lending. In May 1998 IBRD reviewed the lending program and concluded that the risk of
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breaching the statutory lending limit was low and that discussions on additional capital increases for the purpose of
commitment authority were not currently warranted.

Other Activities

In addition to its financial operations, IBRD has furnished technical assistance to its member countries, both in connection
with and independently of loan operations. Such assistance has taken a variety of forms, including the assignment of qualified
professionals to survey development possibilities of member countries, to analyze their fiscal, economic and other
development problems, to assist member countries in drawing up development programs, to appraise projects suitable for
investment and to assist member countries in improving their asset and liability management techniques. To assist its
developing member countries, IBRD also established an Economic Development Institute, which provides courses and other
training activities dealing with economic policy, development and administration for selected groups of government officials,
and has made contributions for research and other developmental activities. Furthermore, IBRD has on a number of occasions
at the request of members concerned, facilitated efforts toward the settlement of international economic and financial
disputes. Additionally, IBRD, alone or jointly with IDA, administers on behalf of donors, funds restricted for specific uses.
These funds are held in trust and are not included in the assets of IBRD. See the Notes to Financial Statements-Note H.

3. Risk Management
IBRD assumes various kinds of risks in the process of providing development banking services. Its activities can give rise to
three major types of risk: credit risk, market risk, and liquidity risk. IBRD is also exposed to operating risk. These risks are
described below.

The objective of Asset-Liability Management (ALM) at IBRD is to ensure adequate funding for each product at the most
attractive available cost, and to manage the currency composition, maturity profile and interest rate sensitivity characteristics
of the portfolio of liabilities supporting each product in accordance with the particular requirements for that product and
within prescribed risk parameters.

The major risk inherent to IBRD is (country) credit risk, or loan portfolio risk. IBRD is also subject to commercial credit,
market (interest and exchange rate), operating and liquidity risk, which it actively manages. The risk management governance
structure begins with the Asset-Liability Management Committee (ALCO) which makes decisions or recommendations to
senior management in the areas of financial policy, the adequacy and allocation of risk capital, and oversight of financial
reporting. There are three standing subcommittees reporting to ALCO:

The Market Risk and Currency Management Subcommittee develops and monitors the policies under which market and
commercial credit risks faced by IBRD are measured, reported and managed. The subcommittee also monitors compliance
with policies governing commercial credit exposure and currency management. Specific areas of activity include establishing
guidelines for limiting balance sheet and market risks and the use of derivative instruments, and monitoring of matches
between assets and their funding.

The role of the Financial Policy and Information Technology Subcommittee is to identify, discuss and resolve issues in
financial policies and information technology initiatives under development in IBRD's financial complex.

The role of the Strategc Credit Subcommittee is to monitor global economic and political trends for their effect on
individual country risks, portfolio concentration characteristics, trends in exposures to risk clusters, and aggregate changes in
the magnitude, nature and composition of credit risk in the portfolio. Strategic issues such as the credit risk implications of
new IBRD lending products, the allocation of capital, loan loss provisioning, arrears clearance and debt repayment workouts
form a significant portion of this subcommittee's agenda.

For the day-to-day management of risk, IBRD's risk management structure extends into its business units. Risk management
processes have been established to facilitate, control, and monitor risk-taking. These processes are built on a foundation of
initial identification and measurement of risks by each of the business units.

The processes and procedures by which IBRD manages its risk profile continually evolve as its activities change in response
to market, credit, product, and other developments. The Executive Directors periodically review trends in IBRD's risk
profiles and performance as well as any significant developments in risk management policies and controls.
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Credit Risk

Credit risk, the risk of loss from default by a borrower or counterparty, is inherent in IBRD's business. Under the direction of
the ALCO, policies and procedures for measuring and managing such risks are formulated, approved and communicated
throughout IBRD. Senior managers represented on ALCO are responsible for maintaining sound credit assessments,
addressing transaction and product risk issues, providing an independent review function and monitoring the loans,
investments and borrowings portfolios.

IBRD faces two main types of credit risk: country credit risk and commercial credit risk.

Counfry Credit Risk

Country credit risk is the primary risk faced by IBRD. It has three components. Expected losses from all three components are
covered by the Accumulated Provision for Loan Losses, while unexpected losses are covered by IBRD's risk-bearing capital
and income generating capacity. IBRD continuously reviews the creditworthiness of its member countries as borrowers and
adjusts its overall country programs and lending operations to reflect the results of these reviews.

(i) The first component is idiosyncratic risk or the risk that individual countries will accumulate extended debt-
service arrears (or move closer to accumulating extended payment arrears) for country specific reasons.

(ii) The second component is covariance risk. This is the risk that one or more borrowers will accumulate extended
payment arrears (or move closer to accumulating extended payment arrears) as a result of a common shock.
This shock could be, for example, a regional political crisis or an adverse change in the global environment
(such as a fall in commodity prices or a rise in international interest rates).

(iii) The third component is portfolio concentration risk. This reflects the concentration in IBRD's portfolio that
results from lending to a relatively small group of borrowers. This concentration exacerbates the idiosyncratic
and covariance risk described above. This risk is managed using the portfolio concentration limit described
below.

In 1997 the Executive Directors approved an approach to portfolio concentration under which IBRD's largest
loan portfolio exposure to a single borrowing country is restricted to the lower of an equitable access limit or a
concentration risk limit. The equitable access limit is equal to 10% of IBRD's subscribed capital, reserves and
unallocated surplus. The concentration risk limit is based on the adequacy of IBRD's equity capital relative to its
largest loan portfolio exposure to a single borrowing country. The concentration risk limit takes into account not
only current exposure, but also projected exposure over the ensuing three- to five-year period. This limit is
determined by the Executive Directors each year at the time they consider IBRD's reserves adequacy and the
allocation of its net income for the preceding fiscal year. For FY 1998 the concentration risk limit was set at
$13.5 billion. The equitable access limit was $20.2 billion. IBRD's largest loan portfolio exposure (including
the present value of guarantees) to a single borrowing country was $11.4 billion at June 30, 1998.

Overdue and Non-performing Loans

It is IBRD's policy that if a payment of principal, interest or other charges with respect to an IBRD loan or IDA credit
becomes 30 days overdue, no new loans to that member country, or to any other borrower in that country, will be presented to
the Executive Directors for approval, nor will any previously approved loan be signed, until payment for all amounts 30 days
overdue or longer has been received. In addition, if such payments become 60 days overdue, disbursements on all loans to or
guaranteed by that member country are suspended until all overdue amounts have been paid. Where the member country is
not the borrower, the time period for suspension of the approval and signing of new loans to or guaranteed by the member
country is 45 days and the time period for suspension of disbursements is 60 days. It is the policy of IBRD to place all loans
made to or guaranteed by a member of IBRD in nonaccrual status, if principal, interest or other charges on any such loan are
overdue by more than six months, unless IBRD's management determines that the overdue amount will be collected in the
immediate future. IBRD maintains an Accumulated Provision for Loan Losses to recognize the risk inherent in current and
potential overdue payments. The methodology for determining the Accumulated Provision for Loan Losses is discussed in
detail below. Additional information on IBRD's provisioning policy and status of nonaccrual loans can be found in the
Summary of Significant Accounting and Related Policies and Note C of the Financial Statements.
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In 1991 the Executive Directors adopted a policy to assist members with protracted arrears to IBRD to mobilize sufficient
resources to clear their arrears and to support a sustainable growth-oriented adjustment program over the medium term.
Under this policy rBRD will develop a lending strategy and will process loans, but not sign or disburse such loans, during a
pre-clearance performance period with respect to members that: (a) agree to and implement a medium-term, growth-oriented
structural adjustment program endorsed by IBRD; (b) undertake a stabilization program, if necessary, endorsed, or financially
supported, by the IMF; (c) agree to a financing plan to clear all arrears to EBRD and other multilateral creditors in the context
of a medium-term structural adjustment program; and (d) make debt-service payments as they fall due on IBRD loans during
the performance period. The signing, effectiveness and disbursement of such loans will not take place until the member's
arrears to IBRD have been fully cleared.

Accumulated Provision for Loan Losses

IBRD's Accumulated Provision for Loan Losses reflects the following:

* Management's assessment of the overall collectibility risk in the total accruing loan portfolio (which includes
callable guarantees); and

* The present value losses on nonaccruing loans. Such losses are equal to the difference between the discounted
present value of the debt-service payments on a loan at its contractual terms and the expected cash flows on
that loan.

The adequacy of the Accumulated Provision for Loan Losses is determined by assessing the amount required to cover
potential expected losses in the accrual portfolio and losses inherent in the nonaccrual portfolio. The amount required to
cover potential expected losses in the accruing portfolio is related to mean of the distribution of losses facing the institution
over the next three years. This is calculated using a risk-adjusted capital allocation framework that takes into account the
concentration and covariance risk in the portfolio. The amount required to cover losses inherent in the nonaccrual portfolio is
based on the calculation of the discounted present value of cash flows.

Estimating potential losses is inherently uncertain and depends on many factors, including general macroeconomic and
political conditions, unexpected correlations within the portfolio, and other external factors. IBRD periodically reviews such
factors and reassesses the adequacy of the Accumulated Provision for Loan Losses accordingly.

Commercial Credit Risk

IBRD's commercial credit risk is concentrated in instruments issued by sovereigns, agencies, banks and corporate entities.
The majority of these investments are with AAA and AA institutions.

In the normal course of its business, IBRD utilizes various derivatives and foreign exchange financial instruments to meet the
financial needs of its borrowers, to generate income through its trading activities, and to manage its exposure to fluctuations in
interest and currency rates.

Derivative and foreign exchange transactions involve, to varying degrees, credit risk. The effective management of credit risk
is vital to the success of IBRD's trading and ALM activities. Because of changing market environment, the monitoring and
managing of these risks is a continual process.

IBRD seeks to control the credit risk arising from derivatives and foreign exchange transactions through its credit approval
process, the use of collateral agreements and risk control limits, and monitoring procedures. The credit approval process
involves evaluating each counterparty's creditworthiness, assigning credit limits to each counterparty, and determining if there
are specific transaction characteristics that alter the risk profile. Credit limits are calculated and monitored on the basis of
potential exposures taking into consideration current market values and estimates of potential future movements in those
values. If there is a collateral agreement with the counterparty to reduce credit risk, then the amount and nature of the
collateral obtained is based on the credit rating of the counterparty. Collateral held includes cash and government securities.

IBRD's management treats the credit risk exposure as the replacement cost of the derivative or foreign exchange product.
This is also referred to as replacement risk or the mark-to-market exposure amount. While notional principal is the most
commonly used volume mneasure in the derivative and foreign exchange markets, it is not a measure of credit or market risk.
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Mark-to-market exposure is a measure, at a point in time, of the value of a derivative or foreign exchange contract in the open
market. When the mark-to-market is positive, it indicates the counterparty owes IBRD and, therefore, creates a replacement
risk for EB RD. When the mark-to-market is negative, IBRD owes the counterparty and does not have replacement risk.

When IBRD has more than one transaction outstanding with a counterparty, and there exists a legally-enforceable master
agreement with the counterparty, the "net" mark-to-market exposure represents the netting of the positive and negative
exposures with the same counterparty. If this net mark-to-market is negative, then IBRD's exposure to the counterparty is
considered to be zero. Net mark-to-market is, in IBRD's view, the best measure of credit risk when there is a legally-
enforceable master netting agreement between IBRD and the counterparty. For the notional amounts and related credit risk
exposure amounts by product, see the Notes to Financial Statements-Note E.

The following table provides details of IBRD's estimated credit exposure-by counterparty rating category-on its
investments and swaps, net of collateral held:

In millions of U.S. dollars

At June 30, 1998 At June 30, 1997
Swap

Investments Exposure
Agencies, Total Exposure Total Exposure
Banks & to Investments to Investments

Counterparly Rating Sovereigns Corporates and Swaps % of Total and Swaps % of Total
AAA $ 6,026 $ 3,587 $ 127 $ 9,740 37 $ 4,074 21
AA 2,299 12,075 351 14,725 56 12,889 68
A - 1,800 139 1,939 7 2,134 11

Total $ 8,325 $ 17,462 $ 617 $ 26,404 100 $ 19,097 100

The increase in credit exposure during the year reflects the increase in the size of the investment portfolio. The credit
exposure from swaps declined from FY 1997 to FY 1998 by $38 million to $617 million. The increase in the relative weight
of credit exposures to AAA-rated entities was mainly due to the addition of asset swaps and asset-backed securities to the
investment instruments used.

Interest Rate Risk

There are two potential sources of interest rate risk to IBRD. The first is the interest rate sensitivity associated with the net
spread between the rate IBRD earns on its assets and the cost of borrowings which fund those assets. The second is the
interest rate sensitivity of the income earned from funding a portion of IBRD assets with equity. The borrowing cost pass-
through formulation incorporated in the lending rates charged on most of IBRD's loans has traditionally helped limit the
interest rate sensitivity of the net spread earnings on its loan portfolio. Such cost pass-through loans currently account for
more than 87% of the existing outstanding loan portfolio. However, cost pass-through loans do entail some residual interest
rate risk, given the one-semester lag inherent in the lending rate formulation. If new borrowings are at interest rates above the
average in the debt pool, the higher average debt costs would not be passed through to the lending rate charged to the
borrowers and thus not affect the interest income generated on cost pass-through loans until the following semester. The
reverse is trae when market interest rates decline.

In addition, the cost pass-through currency pool products have traditionally been funded with a large share of medium- and
long-term fixed rate borrowings, so as to provide the borrowers with a reasonably stable interest basis. Given the sustained
interest rate declines seen over the last several years, the cost of these historical fixed rate borrowings in the multicurrency
pool and the single currency pools is currently considerably higher than IBRD's new borrowing costs. In particular,
approximately $327 million of this historical (and currently 'above-market') debt allocated to the multicurrency pool has
contractual imaturities longer than that of the longest outstanding loans. In the absence of new disbursements and additions to
the multicurTency pool, IBRD would be subject to some risk associated with potentially having to redeploy these above-
market borrowings, as and when the loans mature.
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Interest rate risk on non cost pass-through products, which currently account for 13% of the existing portfolio, is controlled by
using interest rate swaps to closely align the rate sensitivity characteristics of the loan portfolio with that of their underlying
funding. The interest rate risk on IBRD's liquid portfolio is managed within specified duration-mismatch limits and is further
limited by stop-loss limits. As a result of changes in policy, liquidity has been funded by floating rate debt since June 1996.
This has enabled the match-funding of liquidity with associated debt sharing the same interest rate characteristics as the liquid
portfolio to take place.

IBRD's level of net income is sensitive to the level of nominal interest rates, reflecting the fact that these rates determine the
level of earnings on its equity base ($23,300 million at June 30, 1998) that funds a portion of the outstanding loans (net of
provisions). In general, lower nominal interest rates result in lower lending rates which, in turn, reduce the nominal earnings
on IBRD's equity.

Interest rate risk also arises from a variety of other factors, including differences in the timing between the contractual
maturity or repricing of IBRD's assets, liabilities and derivative financial instruments. For example, IBRD's net interest
income and financial condition are affected by changes in the level of market interest rates as the repricing characteristics of
its loans and other assets do not necessarily match those of its borrowings. With regard to floating rate assets and liabilities,
IBRD is exposed to timing mismatches between the reset dates on its floating rate receivables and payables.

As part of its ALM process IBRD employs interest rate swaps to manage and align the rate sensitivity characteristics of its
assets and liabilities. IBRD uses derivative instruments to adjust the interest rate repricing characteristics of specific on-
balance sheet assets and liabilities, or groups of assets and liabilities with similar repricing characteristics.

Exchange Rate Risk

In order to minimize exchange rate risk in a multicurrency environment, IBRD matches its borrowing obligations in any one
currency (after swap activities) with assets in the same currency, as prescribed by the Articles, primarily by holding or lending
the proceeds of its borrowings in the same currencies in which they were borrowed. In addition, IBRD's policy is to
minimize the exchange rate sensitivity of its reserves-to-loans ratio. It carries out this policy by undertaking currency
conversions periodically to align the currency composition of its reserves to that of its outstanding loans. This policy is
designed to minimize the impact of market rate fluctuations on the reserves to loans ratio, thereby preserving IBRD's ability
to absorb potential losses from arrears regardless of the market environment.
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The following graph summarizes IBRD's currency position in major currencies for FY 1998:
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Operating Risk

Operating risk is the potential for loss arising from internal activities or external events caused by breakdowns in information,
communication, physical safeguards, business continuity, supervision, transaction processing, settlement systems and
procedures, and the execution of legal, fiduciary, and agency responsibilities. IBRD, like all financial institutions, is exposed
to many types of operating risks, including the risk of fraud by staff or outsiders. IBRD attempts to mitigate operating risk by
maintaining a comprehensive system of internal controls that is designed to keep operating risk at appropriate levels in view
of the financial strength of IBRD and the characteristics of the activities and markets in which IBRD operates. In the past
IBRD has suffered certain immaterial losses from operating risk and while it maintains an adequate system of internal
controls, there can be no absolute assurance that IBRD will not suffer such losses in the future.

IBRD adopted the COSOI control framework and a self-assessment methodolgy to evaluate the effectiveness of its internal
controls in FY 1996, and has an on-going program in place to cover all business units. Commencing in FY 1997, IBRD
obtained an attestation from its external auditors on the effectiveness of internal controls over financial reporting.

Economic and Monetary Union in Europe (EMU)

The 1992 Maastricht Treaty on European Union set the framework for forming an Economic and Monetary Union (EMU),
with a single currency, the euro, and a single monetary policy defined by a common independent authority, the European
Central Bank. EMU creates various operating risks for IBRD because significant changes will have to be implemented
including currency conversion, modification of payment and settlement systems, redenomination of currencies, and financial
reporting changes. The main challenge posed by EMU is the extended transition period (three years) when payments can be
made in each participating member state in euro and in the previous national currency which remains a sub-denomination of
the euro during the transition. IBRD has created an internal euro task force which is working in conjunction with various

I The Committee of Sponsoring Organizations of the Treadway Commission (commonly referred to as COSO) was convened
by the U.S Congress in response to the well publicized financial irregularities that occurred in the late 1980's.
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business unit groups to identify and address the changes required by the introduction of the euro. Management expects that a
plan will be adopted and changes will be implemented on a schedule which meets the EMU start date of January 1, 1999.

The Year 2000 Issue

The Year 2000 (Y2K) issue is the result of computer programs using two digits rather than four to define the applicable year.
Some of IBRD's computer programs that have date-sensitive software may be unable to properly interpret dates beyond the
year 1999. This could result in a system failure or miscalculations causing disruptions of operations, including, among other
things, a temporary inability to process transactions. IBRD presently believes that timely modifications to existing software
and or hardware will mitigate its Y2K risks.

Over the last five years, IBRD has revamped many of its systems, in the process making them Y2K compliant. Also, IBRD is
currently replacing many of its individual systems with either an SAP or a Summit solution at a cost of approximately $45
million. Both these systems are Y2K compliant. This implementation is expected to be completed by June 30, 1999. The
date on which IBRD plans to complete the Y2K modifications is based on management's best estdmates, which were derived
utilizing numerous assumptions of future events. However, there can be no guarantee that these estimates will be achieved and
actual results could differ materially from those plans. Specific factors that might cause such material differences include, but
are not limited to, the availability and cost of personnel trained in this area, the ability to locate and correct all relevant
computer codes and similar uncertainties.

4. Liquidity Management
Liquidity risk arises in the general funding of IBRD's activities and in the management of positions. It includes the risk of
being unable to fund its portfolio of assets at appropriate maturities and rates and the risk of being unable to liquidate a
position in a timely manner at a reasonable price. The objective of liquidity management is to ensure the availability of
sufficient cash flows to meet all of IBRD's financial commitments.

Under IBRD's liquidity management policy aggregate liquid asset holdings should be kept at or above a specified prudential
minimum. That minimum is equal to the highest six months of debt-service plus one-half of net loan disbursements as
projected for a fiscal year based on commitments at the beginning of that year. IBRD also holds liquid assets over the
specified minimum to provide flexibility in timing its borrowing transactions and to meet working capital needs.

IBRD's liquid holdings are held principally in obligations of governments and other official entities, time deposits and other
unconditional obligationis of banks and financial institutions, asset-backed securities, and futures and options contracts
pertaining to such obligations. The liquid asset holdings are separated into three sub-portfolios, each with different risk
profiles, funding, and liquidity characteristics, but all contributing to the prudential purpose of liquidity. The three sub-
portfolios are summarized below:

Stable Portfolio

The "stable" portfolio is the equivalent of the prudential minimum. In line with its purpose as a cash cushion in times of
financial stress, the portfolio is held in an adequately liquid form to reasonably assure IBRD of the fund's availability to meet
commitments over a six-month period. The portfolio size is relatively constant, allowing for consideration of a wide range of
management strategies, imcluding taking duration and credit risk.

The FY 1999 prudential minimum liquidity level has been set at $18,500 million, representing a $1,200 million increase over
that forFY 1998.

Operational Portfolio
The "operational" portfolio is the equivalent of IBRD's operating cash account and meets IBRD's short-term cash
requirements, i.e., working capital needs, by ensuring that funds are available as needed to meet payment obligations.
Balances in this portfolio require a high degree of liquidity and only minimal credit or market risk is taken. The aggregate size
of this portfolio is also influenced to an extent by this need, at times, to have balances in multiple currencies, especially those
in which IBRD does not have a ready source of short-term funding.
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Discretionary Portfolio

The "discretionary" portfolio is the locus of flexibility for IBRD's funding program and is governed by a comparison of the
various costs and benefits of incremental borrowing and investment decisions. The size of the discretionary portfolio depends
upon the perceived usefulness of borrowing in advance of immediate needs, on the relative attractiveness of market
opportunities and on the usefulness of additional short-term borrowings for market presence purposes.

IBRD's cash and liquid investments amounted to $24,648 million (including $1,299 million classified as held-to-maturity
investments) at June 30, 1998. This amount was equivalent to approximately 23.3% of IBRD's outstanding borrowings after
swaps. The annualized financial return on average investments in IEBRD's trading portfolio for FY 1998 was 5.459%
compared to 4.73% in FY 1997. Ihe return on its held-to-maturity portfolio for FY 1998 was 8.44% compared to 8.31% for
FY 1997.

For further information, refer to the Notes to Financial Statements-Note B.

5. Funding Resources

Equity

Total shareholders' equity at June 30, 1998 was $26,514 million compared with $27,228 million at June 30, 1997. The slight
decrease from FY 1997 primarily reflects the revaluation effects of exchange rate movements of $1,045 million which offset
the increase in retained earnings of $539 million and the increase in paid-in capital of $240 million. At June 30, 1998, this
equity comprised $11,288 million of paid-in capital and $16,733 million of retained earnings, reduced by $547 million of
amounts to maintain value of currency holdings and payments on account of pending subscriptions, and $960 million of
cumulative translation adjustment.

Capital

The authorized capital of IBRD at June 30, 1998 was $190,811 million, of which $186,436 million had been subscribed. Of
the subscribed capital, $11,288 million had been paid in and $175,148 million was callable. Of the paid-in capital, $7,677
million was available for lending and $3,611 million was not available for lending. The terms of payment of IBRD's capital
and the restrictions on its use that are derived from the Articles and from resolutions of IBRD's Board of Governors are:

(i) $2,370 million of IBRD's capital was initially paid in gold or U.S. dollars or was converted by the subscribing
members into U.S. dollars. This amount may, under the Articles, be freely used by IBRD in its operations.

(ii) $8,918 million of IBRD's capital was paid in the currencies of the subscribing members. Under the Articles this
amount is subject to maintenance-of-value obligations and may be loaned only with the consent of the member
whose currency is involved. In accordance with such consents, $5,096 million of this amount had been used in
IBRD's lending operations at June 30, 1998.

(iii) $149,149 million of IBRD's capital may, under the Articles, be called only when required to meet obligations of
IBRD for funds borrowed or on loans guaranteed by it. This amount is thus not available for use by IBRD in
making loans. Payment on any such call may be made, at the option of the particular member, either in gold, in
U.S. dollars or in the currency required to discharge the obligations of IBRD for which the call is made.

(iv) $25,999 million of IBRD's capital is to be called only when required to meet obligations of IBRD for funds
borrowed or on loans guaranteed by it, pursuant to resolution of the Board of Governors of IBRD (though such
conditions are not required by the Articles). Of this amount, 10% would be payable in gold or U.S. dollars and
90% in the currencies of the subscribing members. While these resolutions are not legally binding on future
Boards of Governors, they do record an understanding among members that this amount will not be called for
use by IBRD in its lending activities or for administrative purposes.

No call has ever been made on IBRD's callable capital. Any calls on unpaid subscriptions are required to be uniform, but the
obligations of the members of IBRD to make payment on such calls are independent of each other. If the arnount received on
a call is insufficient to meet the obligations of IBRD for which the call is made, EBRD has the right and is bound to make
further calls until the amounts received are sufficient to meet such obligations. However, no member may be required on any
such call or calls to pay more than the unpaid balance of its capital subscription.
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At June 30, 1998, of the uncalled capital, $102,563 million (58.6%) was callable from the member countries of IBRD that are
also members of the Development Assistance Committee of the Organization for Economic Cooperation and Development.
This amount was equal to 97.1% of IBRD's outstanding borrowings after swaps at June 30, 1998. The capital subscriptions of
those countries and the callable amounts are set out below:

In millions of U.S. dollars

Total Capital Uncalled Portion of
Member Country a Subscription Subscription

United States $ 31,965 $ 29,966
Japan 15,321 14,377
Germany 8,734 8,191
France 8,372 7,851
United Kingdom 8,372 7,832
Italy 5,404 5,69
Canada 5,404 5,069
Netherlands 4,283 4,018
Belgium 3,496 3,281
Switzerland 3,210 3,012
Austualia 2,951 2,770
Spain 2,857 2,682
Sweden 1,806 1,696
Austria 1,335 1,254
Denmark 1,237 1,162
Norway 1,204 1,132
Finland 1,033 971
New Zealand 873 821
Portugal 659 620
Ireland 636 599
Luxembourg 199 190

Total $ 109,351 $ 102,563

a. Details regarding the capital subscriptions of all members of IBRD at June
30, 1998 are provided in the Statement of Subscriptions to Capital Stock
and Voting Power in the Financial Statements.

For a further discussion of capital stock, restricted currencies, maintenance of value and membership refer to the Summary of
Significant Accounting and related policies and the Notes to Financial Statements-Note A.

Borrowings
IBRD diversifies its sources of funding by offering its securities to private and official investors globally on terms acceptable
to IBRD. Official investors are governments, central banks and other governmental institutions. Under the Articles, IBRD
may borrow only with the approval of the member in whose markets the funds are raised and the member in whose currency
the borrowing is denomninated, and only if each such member agrees that the proceeds may be exchanged for the currency of
any other member without restriction.

In FY 1998 medium- and long-term debt raised from the market by IBRD amounted to $28,020 million. This excludes
proceeds from continuous short-term issuance programs, i.e., Central Bank Facility and Discount Notes, and transactions with
a maturity of less than one year. The increase in medium- and long-term borrowings in FY 1998 primarily reflected increased
loan disbursements in response to the financial crisis in East Asia and adjustment lending in Eastern Europe and Central Asia.
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Funding Operations

In millions of U.S. dollars FY 1998 FY 1997
Total Medium- and Long-term Borrowings * $ 28,020 $ 17,694
Average Maturity (years) 5.8 5.2
Number of Transactions 195 139
Number of Currencies 21 18

* Net proceeds on a trade date basis.

Most new funding was swapped initially into floating rates. Fixed rates were established subsequently for some of this
funding in accordance with the requirements of different loan products and policy guidelines.

The after-swap currency composition of new funding was mostly in U.S. dollars and reflected the need to fund loan assets and
liquidity. Borrowings were carried out in those currencies that provided the best market opportunities, resulting in 195
transactions during FY 1998.

IBRD buys its debt back strategically to reduce the cost of borrowings and to reduce exposure to refunding requirements in a
particular year. During FY 1998 IBRD repurchased a total of $540 million of its outstanding borrowings and prepaid $561
million of its outstanding borrowings.

A more detailed analysis of borrowings is provided in the Notes to Financial Statements-Note D.

6. Results Of Operations
IBRD's net income can be seen as broadly comprising a spread on earming assets, plus the contribution of equity, less
provisions for loan losses and administrative expenses. The significant factors affecting the spread on earning assets are
described below:

o Loans are funded by a combination of debt and equity, with debt funding approximately 77% of loans.

Most loans are subject to a cost pass-through formulation with the loans carrying a variable lending rate linked
to the particular borrowings allocated to them. Such cost pass-through loans currently account for
approximately 87% of the outstanding loan portfolio. Other loans which are not cost pass-through products,
comprise 13% of the existing loan portfolio.

Income generated from loans funded by equity is directly sensitive to the level of nominal interest rates with
any changes in these rates directly impacting net income. Loans funded by equity comprise 23% of the loan
portfolio.

+ Investments are primarily funded by variable rate debt sharing the same interest rate characteristics as the
investment portfolio. As a result the interest rate sensitivity of the spread of investment returns over its cost of
funding has been substantially eliminated with net investment income being largely unaffected by interest rate
fluctuations. Further, the impact on net income from the margin on the investment portfolio is not significant.
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The following table is a comparison of the FY 1998 and FY 1997 results.

FY 1998 FY 1997

| Net Incom U.S. $ millions

Loan Income 6,881 7,235
Interest 6,775 7,122
Commnitment Charges 106 113

Provision for Loan Losses (251) (63)

Investment Income 1,233 834
Borrowing Expenses (6,144) (5,952)

Net Interest Income 1,719 2,054

Net Noninterest Expense (476) (769)

Net Income 1,243 1,285

LPerformance Rais|%

Return on Average Earning Assetsa 6.38 6.51

Less: Average Cost of Borrowings Outstanding 6.10 6.14

Net Interest Margin on Average Earning Assetsa 0.28 0.37

Less: Provision for Loan Losses 0.20 0.05

Net Non-Interest Expense 0.37 0.62

Contribution of Members' Equity 1.27 1.34

Net Incorne as a percentage of Average Earning Assetsa 0.98 1.04

Average Assets and Liabilities US. $ millions

Total Earning Assets 127,138 123,879

Cash and Investments 21,895 16,627
Disbursed and Outstanding Loans 105,243 107,251
Borrowings Outstanding b 100,718 96,929

a. Includes commitment charges
b. Borrowings outstanding, after swaps.

Net income as a percentage of average earning assets declined 6 basis points from 1.04% for FY 1997 to 0.98% for FY 1998.
The following main factors contributed to the decline: increased loan loss provisioning, the negative effect of the conversions
of multicurrency pool loans to single currency pool terms and lower nominal rates for loans funded by equity. These negative
effects on net income were partially offset by gains attributed to IBRD's pension and other postretirement benefit accounts.

The negative effect of the conversions of the multicurrency pool loans to single currency pool (SCP) terms was the primary
factor lowering the net interest income margin on average earning assets. The SCP conversions reduced the loan spread
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through the interaction of the change in currency composition, resulting in a higher nominal rate, with the lag in the pass-
through lending rate. Effectively, this raised debt costs before raising the lending rate on the affected loans.

Net Interest Income
FY 1998 FY 1997 FY 1996

Average Average Average
In millions of U.S. dollars Amount Return % Amount Retum % Amount Return %

Loans
Gross Interest Income $ 7,090 6.74 $ 7,514 7.01 $ 8,271 7.22
Non-performing Loan Interest (84) (0.08) (146) (0.14) (188) (0.16)
Interest Waiver (241) (0.23) (259) (0.24) (286) (0.25)
Provision for Loan Losses (251) (0.24) (63) (0.06) (42) (0.04)
Comnitment Charges 106 0.10 113 0.11 118 0.10
Prepayment Premiums 10 0.01 13 0.01 7 0.01

Loan Income 6,630 6.30 7,172 6.69 7,880 6.88

Investment Income 1,233 5.62 834 5.00 720 4.43

Total Interest Income 7,863 6.18 8,006 6.47 8,600 6.58

Cost of Borrowings (6,144) 6.10 (5,952) 6.14 (6,570) 6.44

Net nterest Income $ 1,719 1.35 $ 2,054 1.66 $ 2,030 1.56

The decrease in loan income of $542 million (7.6%o) was primarily due to a falling interest rate environment in the major
financial markets and the continuing maturity of high-interest, fixed rate loans. Of the decrease in loan interest income, $290
million was due to a decrease in the average interest rate of the loan portfolio, and $136 million was associated with the
decrease in the balance of average loans outstanding in terms of U.S. dollars. The other major factor contributing to the
change in loan income was the increase in the provision for loan losses. During FY 1998 the expected losses due to the
changes in the credit quality of the portfolio combined with growth in net disbursements resulted in an increase in the
provision for loan losses of $188 million from FY 1997 to PY 1998.

The following table provides a breakdown of the gross loan interest income by loan product.

FY1998 FY1997 FY1996
interest Income Interest Incom1e Interest Income

Average Return Average Retum Average Return
In millions of U.S. dollars Volume Amount % Volume Anount % Volume Amount %

Loans $ 105,243 $ 7,090 6.74 $107,251 $ 7,514 7.01 $ 114,534 $ 8,271 7.22
Fixed Rate (excluding SCLs) 5,233 460 8.78 8,838 771 8.72 13,835 1,189 8.59
Multictinuncy Pool (adjustable) 68,857 4,502 6.54 93,874 6,456 6.88 99,391 6,997 7.04
Single Cunency Loans

Fixed 3,273 225 6.89 1,962 136 6.94 747 51 6.88
Adjustable 10,052 615 6.12 2,577 151 5.86 561 34 6.06

Single Currency Pools (SCPs)
Adjustable 17,828 1,288 7.23 - - - - - -

During FY 1998 investment income increased by $399 million (47.7%). Of this increase, $103 million resulted from higher
returns (up from 5.0% to 5.6%) mainly due to a shift from Japanese yen and Deutsche mark investments into higher-yield
U.S. dollar investments. Higher average outstanding investment balances, reflecting the modified liquidity policy, accounted
for the remaining increase of $296 million.

MANAGEMENT'S DIsCUSSION AND ANALYSIS 205



The cost of borrowings increased by $192 million (3.2%). The replacement of longer maturity fixed rate debt with variable
rate debt, coupled with a falling interest rate environment, lowered the average cost of borrowings from 6.14% to 6.10%. This
decrease was offset by a higher average borrowings balance, resulting in an increase of $231 million in borrowing costs.

FY 1997 versus FY 1996

Net interest income totaled $2,054 million in FY 1997, compared to $2,030 million in FY 1996. The reduction in total
interest income of $594 million in FY 1997 as compared to FY 1996 was offset by a slightly larger decrease in the cost of
borrowings of $618 million, resulting in a $24 million increase in net interest income.

The reduction in loan interest income arose from lower average loan interest rates driven by a decline in the average cost of
borrowings, resulting from a declining interest rate environment in the financial markets. A 21 basis point decline in the
average loan interest rate resulted in a reduction of $240 million, while a decrease of $7,283 million in the average
outstanding loans balance accounted for a $517 million reduction in gross interest income. The negative effect of non-
performing loan interest in FY 1997 was lower by $42 million primarily due to the clearance of arrears of loan interest and
charges by Bosnia and Herzegovina in June 1996, and its subsequent debt-service payments during FY 1997.

Investment income increased by $114 million mainly due to a shift from Japanese yen and Deutsche mark investments into
higher-yield U.S. dollar investments.

Net Noninterest Expense

The following table presents the main components of noninterest expense:

In millions of U.S. dollars FY 1998 FY 1997 FY 1996
Gross Administrative Expenses

Staff Salares 263 255 255

Other Staff Costs 203 217 254
Consultant Fees 91 71 72
Operational Travel 94 81 79
Oher Expense 293 277 250

Total Gross Administrative Expenses 944 901 910
Less:

Pension & Postretirement Benefit Income 399 63 -

Reimbursements 69 67 64
Contribution to Special Progrms 112 120 113

Ttal Net Administrative Expenses 364 651 733
Contribution to SpecialPrograms 112 120 113
Net Other Income - (2) (3)

Total Net Noninterest Expense 476 769 843

Net noninterest expenses declined by $293 million. This decrease is attributable to the recognition of additional income from
pension and other postretirement benefit plans.

1997 versus 1996

Net noninterest expenses declined by $74 million in FY 1997. In FY 1997 income resulting from a change in assumptions
associated with the Staff Retirement Plan of $112 million reduced total net noninterest expense.
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Balance Sheet
June 30, 1998 and June 30, 1997
Expressed in minlions of U.S. dloll/rs

1998 1997

Assets
DUE FROM BANKS

Unrestricted currencies ........................................................................... s 55 S 26

Currencies subject to restrictions-Note A . .......................................................................... 712 615

767 641

IN VESTMENTS

Trading-Notes B and E . ............................................................................. 23.284 17929

Held- to-maturitv-NNotes B and E ............................................................................. 2.673 1 279

Assets designated for other postretirement benefits-Notes B and J ..................... ...................... 1.456

27.413 18,50(8

SECURITIES PURCHASED UNDER RESALE AGREEMENTS-Trading-Note B ... _ ............. 466 97

NONNEGOTIABLE. NONINTEREST-BEARING DEMAND OBLIGATIONS ON ACCOUNT
OF SUBSCRIBED CAPITAL ................... .................................. ....... ............... 1.890 1.902

AMOUNTS RECEIVABLE FROM CURRENCY SWAPS

Investments-Tradin--l-Notes B and E................... ............. ...... ...... 10.510 4,571

Borrowings-Notes D and E ................... ...................... ....... ....................... ... 55.767 29.031

66_277 n 3,602

AMOUNTS RECEIVABLE, TO MAINTAIN VALUE OF CURRENCY HOLDINGS ................... 392 574

OTHER RECEIVABLES

Amounts receivable from investment securities traded .......................................................... ....... 262 29

Accrued income on loans ............................................................................ 1.963 1.932

Accrued interest on investments.189 13................................. ..................................... 189 143

2.414 2.104

LOANS OUTSTANDING (see Summary Statement of Loans. Notes C and E)

Total loans .......... ............................................................ . ..... 157.641 157.381

Less undisbursed balance ............................................................................. 51.065 51.576

Loans outstanding.106.576 05.805............................. ............................ ....... 106.576 ]0 805

Less accumulated provision for loan losses . ............................................................................ 3.240 3.210

Loans outstanding net of accumulated provision ....................................................................... 103.336 102595

OTHER ASSETS

Unamortized issuance costs of borrowings ............................................................................ 652 492

Miscellaneous-Note I ............. 1................................134.3....................... ..... 1.364 1430

2.016 1.922

Total assets ......... ..................................................... . ........... $204.971 $ 161.945
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Balance Sheet
June 30, 1998 and June 30, 1997
Expressed in mnillions of U.S. dollars'

1998 1997

Liabilities

BORROWINGS-Notes D and E

Short-term ............................................................................. $ 6,729 $ 7,648

Medium- and long-term ............... ............................................. . .............. 96,860 89,03]

103.589 96,679

SECURITIES SOLD UNDER REPURCHASE AGREEMENTS AND PAYABLE FOR CASH
COLLATERAL RECEIVED-Note B

Trading .. 8.............................. ....... ................................ ..... 60 294

Held-to-mat-urity ............................................................................ 1,374

2,234 294

AMOUNTS PAYABLE FOR CURRENCY SWAPS

Investment<;-Trading-Notes B and E ..................... ........................................................ 1 0,113 4,694

Borrowings-Notes D and E ............................................................................. 57,755 29,687

67,868 34,381

AMOUNTS PAYABLE TO MAINTAIN VALUE OF CURRENCY HOLDINGS ............................ 2 4

OTHER LIABILITIES

Amounts payable for investment securities purchased .......................................... ........................ 255 135

Accrued charges on borrowings ............................................................................ 2,519 2,167

Payable for Board of Governors-approved transfers-Note F ........................................................ 122 201

Accounts payable and miscellaneous liabilities ............................................................................. 1,151 856

Liabilities under other postretirement benefits-Note J ......................................... ....................... 717

4,764 3.359

Total liabilities ................... 1......................................................... 178.457 134,717

Equity

CAPITAL STOCK (see Statement of Subscriptions to Capital Stock and Voting Power, Note A)

Authorized capital (1,581,724 shares-June 30. 1998; 1,558,478 shares-June 30, 1997)

Subscribed capital (1,545,457 shares-June 30, 1998; 1,512,211 shares-June 30, 1997) ...... 186,436 182,426

Less uncalled portion of subscriptions ........................................................ .................... 175,148 171,378

11,288 1 1 ,048

AMOUNTS TO MAINTAIN VALUE OF CURRENCY HOLDINGS-Note A ............................... (554) (106)

PAYMENTS ON ACCOUNT OF PENDING SUBSCRIPTIONS-Note A ...................................... 7 7

RETAINED EARNINGS (see Statement of Changes in Retained Earnings, Note F) .......... .............. 16,733 16,194

CUMULATIVE TRANSLATION ADJUSTMENT (see Statement of Changes in Cumulative
Translation Adjustment) ............................................................................ (960) 85

Total equity ................... 2........................................ .................. 26,514 27,228

Total liabilities and equity .............................................................................. $204,971 $161,945

The Notes to Financial Statements are an integral part of these Statements.
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Statement of Income
For the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996
EYpressedi it? millions of U.S. dlollars

1998 1997 1996

INCOME

Income from loans-Note C

Interest ............................................................................... $6.775 57.122 $7,804

Commitment charges......................... ......... ....... ...... ... 106 113 118

Income from investments-Note B

Trading

Interest .................. .............................................................. 1,107 718 673

Net gains/tlosses)

Realized.(. 1................................................................................ ( I () 47 

Unrealized ....... ........................................................... )............. I (43 (83

Held-to-maturity

Interest ............................................................................... 176 103 100

Income from securities purchased under resale agreements-Note B ................. ................................ 59 53 66

Income from investments designated for other postretirement benefits-Notes B and J ...... ............. 107

Income (expense) from Staff Retirement Plan-Note I ........................................................... ............ 182 63 (60]

Other income .10............................................................................. 10 12 11

Total income ............. ................................................................... 8,513 8.188 8.660

EXPENSES

Borrovwing expenses-Note D

Interest ................................................................................ 6.00(0 5,827 6.455

Prepayment (gains)/losses ............................................................................... (7) 16 9

Amortization of issuance and other borrowing costs .................................................. .................... 151 109 106

Interest on securities sold under repurchase agreements and payable for
cash collateral received-Note B ........................... .................................................... 100 44 67

Administrative expenses-Notes G and H ....................................................... ......................... 763 714 673

Other postretirenient benefits expense-Note J ............................................................................... 50 - -

Provision for loan losses--Note C .. ............................................................................. 251 63 42

Other expenses.1. ................................................................................ I (0 8

Total expenses.7,318 6.783)................................................ ....................... 7,318 6783 730

OPERATING INCOME ......................................... ...... ........ 1,195 1.405 1.300

Effect of accounting change-Note J ....... ......................................................................... 160 - -

Contributions to special programs-Note G ....................................................................... ........ (I 12) (120) (1131

NET INCOME ....................................................................... -1........ $ I,243 $1,285 $L.187

The Notes to Financial Statements are an integral part of these Statements.
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Statement of Changes in Retained Earnings
For the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996
Expressed in iqillions of U.S. dollars

1998 1997 1996

Retained earnings at beginning of the fiscal year ................................................................ $16,194 $16,099 $15,502

Board of Governors-approved transfers to-Note F

International Development Association ................................................................. (304) (600) (250)

Debt Reduction Facility for IDA-Only Countries ...................................................... - - (100)

Trust Fund for Gaza and West Bank ............................. (..................................... (90) (90)

Trust Fund for Bosnia and Herzegovina ................................................................. - - (150)

Heavily Indebted Poor Countries Debt Initiative Trust Fund ..................................... (250) (500)

Multilate:ral Investment Guarantee Agency ............................................................... (150)

Net income for the fiscal year ....................... ........................................... 1,243 1,285 1,187

Retained earnings at end of the fiscal year ................................................................. $16,733 $16,194 $16,099

Statement of Changes in Cumulative Translation Adjustment
For the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996
Expressed in millions of U.S. dollars

1998 1997 1996

Cumulative translation adjustment at beginning of the fiscal year ...................................... $ 85 $ 1,056 $ 3,308

Translation adjustment for the fiscal year ......................................................... ........ (1,045) (971) (2,252)

Cumulative trnnslation adjustment at end of the fiscal year .......................... ...................... $ (960) $ 85 S 1,056

The Notes to Financial Statements are an integral part of these Statements.
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Statement of Cash Flows
For the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996
Expressed inl imillionis ojfU.S. dollars

1998 1997 1996

Cash flows firom lending and investing activities
Loans

Disbursements ............... 10............................................................... $(019283) $(14.(09) $(13,321)
Principal repayments ............. .--- ___._._--....... 10).46 10.710 11.494
Principal prepayments ............................................................................. 1,372 1.311 812

Investments: Held-to-maturity
Purchases of securities and repayments of securities sold under repurchase agreements ......... (33.202) (8.91 I) (5,417)
Maturities of securities and proceeds fromn securities sold under repurchase agreements ........ 33,184 8,895 5,422

Net cash used In lending and investing activities ........................ ........................... ........ (7,783) (2.004) 11.010)

Cash flows from Board of Governors-approved transfers to
International Development Association ............................................................................. (298) (599) (250)
Debt Reduction Facility for IDA-Only Countries ......................................................................... (18) (1) (86)
Trust Fund for Gaza and West Bank, Trust Fund for Bosnia and Herzegovina, and Emergency

Assistance for Rwanda ............................................................................ (60) (91) (179)
Heavily Indebted Poor Countries Debt Initiative Trust Fund ......................... ................................ (250) (500) -

Multilateral Investment Guarantee Agency ............................................................................ (150) -

Net cash used in Board of Governors-approved transfers .................................... .......... (776) (1,191) (515)

Cash flows fromn financing activities
Medium- and long-term borrowings

New issues ............................................................................. 27.748 14.928 9.851
Retirements ............................................................................ (13.569) (14.137) 110.33(1)

Net short-term borrowings ............................................................................ (1.009) 3.277 340
Net currency swaps ............................................................................. (300) (266) 1649)
Net capital stock transactions ............................................................................. 2 7 71 1] I

Net cash provided by (used in) financing activities .......... ........................ ................... 13.087 3.873 (677)

Cash flows from operating activities
Net income ..................................................................... .12..... 1243 1.281 ]5 1.187
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation and amortization ................ ............................................... . ........... 855 541 399
Provision for loan losses .................. ................................................. . ....... 251 63 42
Chances in other assets and liabilities

(Increase) decrease in accrued income on loans and investments ......................................... (204) 18 176
Decrease (increase) in miscellaneous assets .................. . ..................................................... 8 153) (80)
Increase in net assets associated with other postretirement benefits ............. ...................... (739)
Increase (decrease) in accrued charges on borrowings ......................... ............................... 448 (49) (214)
Increase (decrease) in accounts payable and miscellaneous liabilities ............... ................. 335 35 (18)

Net cash provided by operatinig activities ........................................................................ 2,197 1.740 1.492

Effect of exchange rate charges on unrestricted cash and liquid investments ..................................... (205) (319) (1.632)

Net increase (decrease) in unrestricted cash and liquid investments ................................................... 6.520 2.099 (2.342)
Unrestricted cash and liquid investments at beginning of the fiscal year .............. ........... ................. 16.829 14,730 17,072
Unrestricted cash and liquid investments at end of the fiscal year ..................... ................................ S 23,349 $ 16,829 $ 14.73(0
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Statemeant of Cash Flows
For the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996
Expressed in millions of U.S. dollars

1998 1997 1996

Composition of unrestricted cash and liquid investments:

Investments hield in trading portfolio . ......................................................................... $23284 $ 17,229 $ 15,001
Unrestricted currencies ......................................................................... 55 26 27
Net receivable (payable) for investment securities traded/purchased ..... ................................. 7 (106) 857
Net receivable (payable) from currency swaps-Investments ...................... ................................. 397 (123) 2
Net payable for securities purchased/sold under resale/repurchase agreements and payable for

cash collateral received ......................................................................... (394) (197) (1,157)
$23,349 $ 16,829 $ 14,730

Supplemental disclosure

Increase (decrease) in ending balances resulting from exchange rate fluctuations
Loans outstanding ......................................................................... $ (6,994) $ (6,429) S(14,436)
Investments: Held-to-maturity .......................................................................... 2 94 (29)
Borrowings ......................................................................... (7,239) (4,701) (11,731)
Currency swaps-Borrowings ......................................................................... 1,632 (495) (1,184)

The Notes to Financial Statements are an integral part of these Statements.
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Summary Statement of Loans
June 30, 1998
Expressed in mzillions cf U.S. dollars

Loans Undisbu csed Percentage
approved balance of of tot(l

Total butnot vet eJjkctive Loans loans
Borrower orv guarlantor loans effectie l loans outstranding outstanduzg

Algeria $ 2,360 $ 150 $ 515 $ 1,695 1.59
Argentina 9,116 1.232 2.362 5.522 5.18
Armenia 9 - - 9 0.01
Bahamas, The 6 - 6 0.01
Bangladesh 35 - - 35 0.03
Barbados 27 - 14 13 0.01
Belarus 147 - 26 121 0.11
Belize 50 - 11 39 0.04
Bolivia 28 - 28 0.03
Bosnia and Herzegovina 557 - - 557 0.52
Botswana 39 - - 39 0.04
Brazil 9,612 1.177 2,737 5,698 5.35
Bulgaria 823 16 198 609 0.57
Cameroon 368 - 3 365 0.34
Chile 1.069 - 151 918 0.86
China 17,735 3.316 5.849 8,570 8.04
Colombia 2,371 85 643 1,643 1.54
Congo. Democratic Republic of 81 - - 8 (1.08
Congo. Republic of 67 - - 67 0.06
Costa Rica 217 - 40 177 0.17
Cbte d'Ivoire 952 - - 952 (.89
Croatia 610 77 249 284 0.27
Cyprus 69 - 21 48 0.05
Czech Republic 434 - 74 361) 0.34
Dominica 5 1 4 - -

Dominican Republic 367 33 137 197 0.18
Ecuador 1,154 111 227 816 0.77
Egypt, Arab Republic of 983 20 154 809 0.76
El Salvador 572 146 162 264 0.25
Estonia 107 - 33 74 0.07
Fiji 37 - 9 28 0.03
Gabon 97 - 23 74 0.07
Ghana 28 - - 28 0.03
Grenada 5 1 4 -

Guatemala 355 111 59 185 0.17
Guyana 16 - 16 0.02
Honduras 246 - - 246 0.23
Hungary 1,160 147 306 707 0.66
India 11914 478 3.567 7.869 7.38
Indonesia 14,514 672 3.997 9.845 9.24
Iran, Islamic Republic of 727 - 307 420 0.39
Iraq 42 - 42 0.04
Jamaica 551 - 154 397 0.37
Jordan 890 5 168 717 0.67
Kazakhstan 1,414 15 657 742 0.70
Kenya 173 - - 173 0.16
Korea, Republic of 6.666 - 249 6,417 6.02
Latvia 229 8 67 154 0.14
Lebanon 626 105 360 161 0.15
Lesotho 122 45 20 57 0.05

214 THE WORLD BANK ANNVAIL REPORT 1998



Summary Statement of Loans
June 30, 1998
REpressed in millions of U.S. dollars

Loans Undisbursed Percentage
approved balance of of total

Total but notyet effective Loans loans
Borrower or guarantor loans effective I loans2 outstanding outstanding

Liberia $ 131 $ - $ $ 131 0.12
Lithuania 260 - 140 120 0.11
Macedonia, former Yugoslav Republic of 164 34 45 85 0.08
Madagascar 2 - - 2
Malawi 27 - - 27 0.03
Malaysia 1,071 - 82 989 0.93
Mauritania 4 - - 4
Mauritius 146 12 29 105 0.10
Mexico 15,074 2.242 2,040 10,792 10.13
Moldova 245 12 88 145 0.14
Morocco 3.955 29 695 3,231 3.03
Nicaragua 18 - - 18 0.02
Nigeria 2,375 - 191 2,184 2.05
Oman 11 - - 11 0.01
Pakistan 3,584 - 660 2,924 2.74
Panama 339 - 126 213 0.20
Papua New Guinea 311 5 49 257 0.24
Paraguay 374 40 189 145 0.14
Peru 2,752 22 696 2,034 1.91
Philippines 5,032 136 927 3,969 3.72
Poland 2,988 - 963 2,025 1.90
Portugal 13 - - 13 0.01
Romania 2,390 35 1,041 1,314 1.23
Russian Federation 9,170 153 3,356 5,661 5.31
St. Kitts and Nevis 4 1 2 1 *

St. Lucia 10 1 5 4
St. Vincent and the Grenadines 3 1 2 *
Senegal 11 - - 11 0.01
Seychelles 6 - 2 4
Sierra Leone I - I 1 *
Slovak Republic 235 - 14 221 0.21
Slovenia 137 - 8 129 0.12
South Africa 46 46 - - -
Sri Lanka 27 - 27 0.03
Sudan 6 - 6 0.01
Swaziland 33 - 24 9 0.01
Syrian Arab Republic 71 - - 71 0.07
Tanzania 27 - - 27 0.03
Thailand 2,554 - 905 1,649 1.55
Trinidad and Tobago 143 - 66 77 0.07
Tunisia 2,176 129 668 1,379 1.29
Turkey 4,833 583 926 3,324 3.12
Turkmenistan 89 - 80 9 0.01
Ukraine 2,076 219 746 1,111 1.04
Uruguay 715 - 247 468 0.44
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Summary Statement of Loans (Continued)
June 30. 1998
Expressed in millions oJ U.S. dollars

Loans Undisbursed Percentage
approved balance of of total

Total but not vet effective Loans loans
Borrower or- guarantor loans Cf ieloas I outstanding outstanding

Uzbekistan $ 339 $ 52 $ 134 $ 153 0.14
Venezuela 1.714 8 536 1,170 1.10
Yugoslavia, Federal Republic of (SerbialMontenegro) 3 1.089 - - 1.089 1.02
Zambia 46 - - 46 0.04
Zimbabwe 534 - 78 456 0.43

Subtotal 5 157,143 11.711 39.317 106,115 99.56

Caribbean Development Bank 4 33 25 8 0.01

International Finance Corporation 465 - 12 453 0.43

Total-June 30. 19985 $157.641 $11,711 $39,354 $106,576 100.00

Total-June 30. 1997 $157,381 $ 9,027 $42,549 $105.805

Indicates amount less than $0.5 million or less than 0.005 percent.

NOTES

i. Loans totaling $8,930 million ($6,417 million-June 30, 1997) haNe been approved by IBRD. but the related agreements have not been signed. Loan
agreements totaling S2.781 million ($2.610 million-June 30. 1997) have been signed. but the loans do not become effective and disbursements
thereunder do not start until the borrowers and guLarantors. if any, take certain actions and furnish certain documents to IBRD.

2. Of the undisbursed balance. IBRD has entered into irrevocable commitments to disburse $1.215 million ($1,937 million-June 30, 1997).

3. See Notes to Financial Statements-Notes A and C.

4. These loans are for the bettefit of The Bahamas. Barbados, Grenada. Guyana. Jamaica. Trinidad and Tobago. and territories of the United Kingdom
(Associated States and Dependencies) in the Caribbean Region, that are severally tiable as guarantors to the extent of subloans made in their territories.

5s May differ from the sum of individual figures shown due to rounding.

The Notes to Financial Statements are an integral part of these Statements.
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Staternent of Subscriptions to
Capital Stock and Voting Power
June 30, 1998
Expressed in millions of U.S. dollars

Subscriptionzs Voting Power

Percentage Amounts Number Percentage
of Total Amounts subject of of

Member Shares total amotnts paid inI to call1' 2 votes total

Afghanistan 300 0.02 $ 36.2 $ 3.6 $ 32.6 550 0.03
Albania 830 0.05 100.1 3.6 96.5 1.080 0.07
Algeria 9.252 0.60 1.116.1 67.1 1,049.0 9,502 0.60
Angola 2,676 0.17 322.8 17.5 305.4 2,926 0.18
Antigua and Barbuda 520 0.03 62.7 1.3 61.5 770 0.05
Argentina 17,911 1.16 2,160.7 132.2 2,028.4 18,161 1.14
Arnenia 1.139 0.07 137.4 5.9 131.5 1,389 0.09
Australia 24,464 1.58 2,951.2 181.8 2,769.5 24,714 1.55
Austria 11,063 0.72 1,334.6 80.7 1,253.9 11,313 0.71
Azerbaijan 1,646 0.11 198.6 9.7 188.8 1,896 0.12
Bahamas, The 1,071 0.07 129.2 5.4 123.8 1,321 0.08
Bahrain 1,103 0.07 133.1 5.7 127.4 1,353 0.09
Bangladesh 4,854 0.31 585.6 33.9 551.6 5,104 0.32
Barbados 948 0.06 114.4 4.5 109.9 1,198 0.08
Belarus 3,323 0.22 400.9 22.3 378.5 3,573 0.22
Belgium 28,983 1.88 3,496.4 215.8 3,280.6 29,233 1.84
Belize 586 0.04 70.7 1.8 68.9 836 0.05
Benin 868 0.06 104.7 3.9 100.8 1,118 0.07
Bhutan 479 0.03 57.8 1.0 56.8 729 0.05
Bolivia 1,785 0.12 215.3 10.8 204.5 2,035 0.13
Bosnia and Herzegovina 549 0.04 66.2 5.8 60.4 799 0.05
Botswana 615 0.04 74.2 2.0 72.2 865 0.05
Brazil 24,946 1.61 3,009.4 185.1 2,824.2 25,196 1.58
Brunei Darussalam 2,373 0.15 286.3 15.2 271.1 2.623 0.16
Bulgaria 5,215 0.34 629.1 36.5 592.6 5,465 0.34
Burkina Faso 868 0.06 104.7 3.9 100.8 1,118 0.07
Burundi 716 0.05 86.4 3.0 83.4 966 0.06
Cambodia 214 0.01 25.8 2.6 23.2 464 0.03
Cameroon 1,527 0.10 184.2 9.0 175.2 1,777 0.11
Canada 44,795 2.90 5,403.8 334.9 5,068.9 45,045 2.83
Cape Verde 508 0.03 61.3 1.2 60.1 758 0.05
Central African Republic 862 0.06 104.0 3.9 100.1 1,112 0.07
Chad 862 0.06 104.0 3.9 100.1 1,112 0.07
Chile 6,931 0.45 836.1 49.6 786.6 7,181 0.45
China 44,799 2.90 5,404.3 335.0 5,069.3 45,049 2.83
Colombia 6,352 0.41 766.3 45.2 721.1 6,602 0.42
Comoros 282 0.02 34.0 0.3 33.7 532 0.03
Congo, Democratic Republic of 2,643 0.17 318.8 25.4 293.5 2,893 0.18
Congo, Republic of 927 0.06 111.8 4.3 107.5 1,177 0.07
Costa Rica 233 0.02 28.1 1.9 26.2 483 0.03
Cote d'Ivoire 2,516 0.16 303.5 16.4 287.1 2,766 0.17
Croatia 2,293 0.15 276.6 17.3 259.3 2,543 0.16
Cyprus 1,461 0.09 176.2 8.4 167.9 1,711 0.11
Czech Republic 6,308 0.41 761.0 45.9 715.0 6,558 0.41
Denmark 10,251 0.66 1,236.6 74.6 1,162.0 10,501 0.66
Djibouti 559 0.04 67.4 1.6 65.9 809 0.05
Dominica 504 0.03 60.8 1.1 59.7 754 0.05
Dominicar Republic 2,092 0.14 252.4 13.1 239.3 2,342 0.15
Ecuador 2,771 0.18 334.3 18.2 316.1 3,021 0.19
Egypt, Arab Republic of 7,108 (1.46 857.5 50.9 806.6 7.358 0.46
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Subscriptions Voting Power

Percentage Amounts NuTmlber Percentage
of Total Anmounts sutbject of of

Memiiber Shares total amounts paid in1 to call, 2 votes tota(l

El Salvador 141 0.01 $ 17.0 $ 1.7 $ 15.3 391 0.02
Equatorial Guinea 715 0.05 86.3 2.7 83.5 965 0.06
Eritrea 593 0.04 71.5 1.8 69.7 843 0.05
Estonia 923 0.06 111.3 4.3 107.1 1,173 0.07
Ethiopia 978 0.06 118.0 4.7 113.3 1.228 0.08
Fiji 987 0.06 119.1 4.8 114.3 1.237 0.08
Finland 8.560 0.55 1,032.6 61.9 970.8 8,810 (1.55
France 69,397 4.49 8,371.7 520.4 7,851.3 69,647 4.38
Gabon 987 0.06 119.1 5.1 113.9 1.237 (1.08
Gambia. The 543 0.04 65.5 1.5 64.0 793 0.05
Georgia 1.584 0.10 191.1 9.3 181.8 1.834 0.12
Germany 72.399 4.68 8.733.9 542.9 8,190.9 72,649 4.57
Ghana 1,525 0.10 184.0 12.7 171.2 1,775 0.11
Greece 1,684 0.11 203.1 14.1 189.1 1,934 0.12
Grenada 531 0.03 64.1 1.4 62.7 781 0.05
Guatemala 2,001 0.13 241.4 12.4 229.0 2_251 (1.14
Guinea 1,292 0.08 155.9 7.1 148.8 1.542 0.10
Guinea-Bissau 54(0 0.03 65.1 1.4 63.7 790 0.05
Guyana 1,058 0.07 127.6 5.3 122. 3 1.308 0.08
Haiti 1.067 0.07 128.7 5.4 123.3 1.317 0.08
Honduras 641 0.04 77.3 2.3 75.0 891 0.06
Hungary 8.050 0.52 971.1 58.0 913.1 8.300 0.52
lceland 1,258 0.08 151.8 6.8 144.9 1.508 0.09
India 44.795 2.90 5,403.8 333.7 5,070.1 45.045 2.83
Indonesia 14,981 0.97 1,81)7.2 110.3 1,697.0 15,231 0.96
Iran. Islamic Republic of 23,686 1.53 2,857.4 175.8 2,681.5 23.936 1.5()
Iraq 2,808 0.18 338.7 27.1 311.6 3.058 0.19
Ireland 5,271 0.34 635.9 37.1 598.8 5.521 0.35
Israel 4.750 0.31 573.0 33.2 539.8 5.000 0.31
Italy 44,795 2.90 5,403.8 334.8 5,069.0 45.045 2.83
Jamaica 2.578 0.17 311.0 16.8 294.2 2.828 0.18
Japan 127,000 8.22 15,320.6 944.0 14,376.7 127.250 8.00
Jordan 1,388 0.09 167.4 7.8 159.6 1,638 0.11)
Kazakhstan 2.985 0.19 360.1 19.8 340.3 3.235 0.20
Kenva 2.461 0.16 296.9 15.9 281.0 2,711 0.17
Kiribati 465 0.03 56.1 0.9 55.2 715 0.04
Korea, Republic of 9,372 0.61 1,130.6 67.9 1,062.7 9.622 0.60
Kuwait 13.280 0.86 1,602.0 97.4 1.504.6 13.530) 0.85
Kyrgyz Republic 1,107 0.07 133.5 5.7 127.9 1,357 (.09
Lao People's Democratic Repiblic 178 0.01 21.5 1.5 20.0 428 0.03
Latvia 1.384 0.09 167.0) 7.8 159.2 1.634 0.1I)
Lebanon 340 0.02 41.0 1.1 39.9 590 0.04
Lesotho 663 0.04 80.0 2.3 77.6 913 0.06
Liberia 463 0.03 55.9 2.6 53.3 713 0.04
Libya 7,840 0.51 945.8 57.0 888.8 8,09() 0.51
Lithuania 1.507 0.10 181.8 8.7 173.1 1.757 0.11
Luxembourg 1,652 0.11 199.3 9.8 189.5 1.902 0.12
Macedonia, former Yugoslav F'epublic of 427 0.03 51.5 3.2 48.3 677 0.0)4
Madagascar 1,422 0.09 171.5 8.1 163.5 1.672 0.11
Malavvi 1,094 0.07 132.0 5.6 126.4 1,344 0.(8
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Percentage Amounts NXumber Percentage
of Total Amounts subject of of

Member Shares total amounts paid in] to call,,2 votes total

Malaysia 8.244 0.53 $ 994.5 $ 59.5 $ 935.0 8,494 0.53
Maldives 469 0.03 56.6 0.9 55.7 719 0.05
Mali 1,162 0.08 140.2 6.1 134.1 1,412 0.09
Malta 1,074 0.07 129.6 5.4 124.1 1,324 0.08
Marshall Islands 469 0.03 56.6 0.9 55.7 719 0.05
Mauritania 900 0.06 108.6 4.1 104.4 1,150 0.07
Mauritius 1,242 0.08 149.8 6.7 143.1 1,492 0.09
Mexico 18,804 1.22 2,268.4 139.0 2,129.4 19,054 1.20
Micronesia, Federated States of 479 0.03 57.8 1.0 56.8 729 0.05
Moldova 1,368 0.09 165.0 7.6 157.4 1,618 0.10
Mongolia 466 0.03 56.2 2.3 53.9 716 0.05
Morocco 4,973 0.32 599.9 34.8 565.1 5,223 0.33
Mozambique 930 0.06 112.2 4.8 107.4 1,180 0.07
Myanmar 2,484 0.16 299.7 16.1 283.6 2,734 0.17
Namibia 1,523 0.10 183.7 8.8 174.9 1.773 0.11
Nepal 968 0.06 116.8 4.6 112.1 1,218 0.08
Netherlands 35,503 2.30 4,282.9 264.8 4,018.1 35,753 2.25
New Zealand 7,236 0.47 872.9 51.9 821.0 7,486 0.47
Nicaragua 608 0.04 73.3 2.1 71.3 858 0.05
Niger 852 0.06 102.8 3.8 99.0 1,102 0.07
Nigeria 12,655 0.82 1,526.6 92.7 1,433.9 12,905 0.81
Norway 9,982 0.65 1,204.2 72.6 1,131.6 10,232 0.64
Oman 1,561 0.10 188.3 9.1 179.2 1,811 0.11
Pakistan 9,339 0.60 1,126.6 67.8 1,058.9 9,589 0.60
Palau, Republic of 16 0.00 1.9 0.2 1.8 266 0.02
Panama 385 0.02 46.4 3.2 43.2 635 0.04
Papua New Guinea 1,294 0.08 156.1 7.1 149.0 1,544 0.10
Paraguay 1,229 0.08 148.3 6.6 141.6 1,479 0.09
Peru 5,331 0.34 643.1 37.5 605.6 5,581 0.35
Philippines 6,844 0.44 825.6 48.9 776.7 7,094 0.45
Poland 10,908 0.71 1,315.9 79.6 1,236.3 11,158 0.70
Portugal 5,460 0.35 658.7 38.5 620.2 5,710 0.36
Qatar 1,096 0.07 132.2 9.0 123.3 1,346 0.08
Romania 4,011 0.26 483.9 30.5 453.4 4,261 0.27
Russian Federation 44,795 2.90 5,403.8 333.9 5,070.0 45,045 2.83
Rwanda 1,046 0.07 126.2 5.2 120.9 1,296 0.08
St. Kitts and Nevis 275 0.02 33.2 0.3 32.9 525 0.03
St. Lucia 552 0.04 66.6 1.5 65.1 802 0.05
St. Vincent a[id the Grenadines 278 0.02 33.5 0.3 33.2 528 0.03
Samoa 531 0.03 64.1 1.4 62.7 781 0.05
Sao Tome and Principe 495 0.03 59.7 1.1 58.6 745 0.05
Saudi Arabia 44,795 2.90 5,403.8 335.0 5,068.9 45,045 2.83
Senegal 2,072 0.13 250.0 13.0 237.0 2,322 0.15
Seychelles 263 0.02 31.7 0.2 31.6 513 0.03
Sierra Leone 718 0.05 86.6 3.0 83.6 968 0.06
Singapore 320 0.02 38.6 3.9 34.7 570 0.04
Slovak Republic 3,216 0.21 388.0 23.0 365.0 3,466 0.22
Slovenia 1,261 0.08 152.1 9.5 142.6 1,511 0.09
Solomon Islands 513 0.03 61.9 1.2 60.7 763 0.(5
Somalia 552 0.04 66.6 3.3 63.3 802 0.05
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1
_ 'otes totail

South Africa 13.462 0.87 $ 1.624.) $ 98.8 S 1.525.2 13.712 0.86
Spain 23.686 1.53 2,857.4 175.6 2,681.7 23,936 1.50
Sri Lanka 3.817 0.25 460.5 26.1 434.3 4.067 0.26
Sudan 850 0.05 102.5 7.2 95.3 1.100 0.07
Suriname 412 0.03 49.7 2.0 47.7 662 0.04
Swaziland 440 0.03 53.1 2.0 51.1 690 0.(4
Sweden 14.974 0.97 1,806.4 110.2 1.696.2 15.224 0.96
Switzerland 26.606 1.72 3.209.6 197.2 3.012.4 26.856 1.69
Syrian Arab Republic 2.202 0.14 265.6 14.0 251.7 2.452 0.15
Tajikistan 1.060 0.07 127.9 5.3 122.5 1.310 0.08
Tanzania 1,295 (.08 156.2 10.0 146.2 1.545 (1.10
Thailand 6.349 0.41 765.9 45.2 720.7 6,599 0.41
Togo 1,105 (0.07 133.3 5.7 127.6 1.355 0.09
Tonga 494 0.03 59.6 1.1 58.5 744 0.05
Trinidad and Tobago 2.664 0.17 321.4 17.6 303.7 2.914 0.18
Tunisia 719 0.05 86.7 5.7 81.1 969 0.06
Turkey 7.379 0.48 890.2 52.9 837.2 7,629 0.48
Turkmenistan 526 0.03 63.5 2.9 60.5 776 (.05
U-anda 617 0.04 74.4 4.4 70.1 867 0.1)5
Ukraine 10.908 0.71 1.315.9 79.3 1.236.6 11.158 0.70
United Arab Emirates 2,385 (1.15 287.7 22.6 265.1 2.635 0.17
United Kingdom 69.397 4.49 8,371.7 539.5 7,832.2 69.647 4.38
United States 264,969 17.15 31,964.5 1,998.4 29,966.2 265,219 16.67
Uruguay 2.812 0.18 339.2 18.6 320.7 3.062 (1.19
Uzbekistan 2,493 (1.16 300.7 16.1 284.7 2.743 0.17
Vanuatu 586 0.04 70.7 1.8 68.9 836 0.05
Venezuela 20.361 1.32 2,456.2 150.8 2.305.5 20,611 1.30)
Vietnam 968 0.06 116.8 8.1 108.7 1.218 0.118
Yemen, Republic of 2.212 0.14 266.S 14.0 252.8 2.462 0.15
Zambia 2,81() 0.I8 339.0 20.0 319.0 3.060 (1.19
Zimbabwe 3325 ().22 401.1 22.4 378.7 3.575 0.22

Total-June 30, 19982 1.545.457 10(.()( $186.436 $11,288 $175,148 1.590.7(07 100(.(0

Total-June 30. 1997 1.512.211 100.00 $182,426 $11,048 $171,378 1.557,211

NOTES

I. See Notes to Financial Statements-Note A.

2. NMay differ from the sum of individual fgures shown due to rounding.

The Notes to Financial Statements are an integral part of these Statements.
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Notes to Financial Statements

Purpose Sand Affiliated Organizations

The International Bank for Reconstruction and Development (IBRD) is an international organization which commenced oper-
ations in 1946. The principal purpose of IBRD is to promote economic development in its member countries, primarily by pro-
viding loans and related technical assistance for specific projects and for programs of economic reform in developing member
countries. The activities of IBRD are complemented by those of three affiliated organizations, the International Development
Association JIDA), the International Finance Corporation (IFC), and the Multilateral Investment Guarantee Agency (MIGA).
Each of these organizations is legally and financially independent from IBRD. with separate assets and liabilities, and IBRD is
not liable for their respective obligations. IDA's purpose is to promote economic development in the less developed areas of the
world included in IDA's membership by providing financing on concessionary teims. IFC's puipose is to encourage the growth
of productive private enterprises in its member countries through loans and equity investments in such enterprises without a
member's guarantee. MIGA was established to encourage the flow of investments for productive purposes among member
countries and, in particular, to developing member countries by providing guarantees against noncommercial risks for foreign
investment iin its developing member countries.

Summary of Significant Accounting and Related Policies

IBRD's financial statements are prepared in conformity with the accounting principles generally accepted in the United States
and with International Accounting Standards.

The preparation of financial statements in conformity with generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from these estimates. Significant judgments have been used in the computation of estimated
and fair values of loans and borrowings, the determination of the adequacy of the Accumulated Provision for Loan Losses, the
determination of net periodic pension cost and the present value of obligations.

Certain reclassifications of the prior years' information have been made to conform to the current year's presentation.

Translation of Currencies: IBRD's financial statements are expressed in terms of U.S. dollars solely for the purpose of
summarizing IBRD's financial position and the results of its operations for the convenience of its members and other interested
parties.

IBRD is an international organization which conducts its operations in the currencies of all of its members. IBRD's resources
are derived from its capital, borrowings, and accumulated earnings in those various currencies. IBRD has a number of general
policies aimed at minimizing exchange rate risk in a multicurrency environment. IBRD matches its borrowing obligations in
any one currency (after swaps) with assets in the same currency, as prescribed by its Articles of Agreement, primarily by
holding or ]ending the proceeds of its borrowings (after swaps) in the same currencies in which they are borrowed. In addition.
IBRD periodically undertakes currency conversions to more closely match the currencies underlying its Retained Earnings
with those of the outstanding loans.

Assets and liabilities are translated at market exchange rates in effect at the end of the period. Income and expenses are
translated at either the market exchange rates in effect on the dates on which they are recognized or at an average of the market
exchange rates in effect during each month. Translation adjustments are charged or credited to Equity.

Valuation of Capital Stock: In the Articles of Agreement, the capital stock of IBRD is expressed in terms of "U.S. dollars of
the weight and fineness in effect on July 1, 1944" (1944 dollars). Following the abolition of gold as a common denominator of
the monetary system and the repeal of the provision of the U.S. law defining the par value of the U.S. dollar in terms of gold,
the pre-existing basis for translating 1944 dollars into current dollars or into any other currency disappeared. The Executive
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Directors of IBRD have decided, until such time as the relevant provisions of the Articles of Agreement are amended, that the
words "U.S. dollars of the weight and fineness in effect on July 1, 1944" in Article II, Section 2(a) of the Articles of
Agreement of IBRD are interpreted to mean the Special Drawing Right (SDR) introduced by the International Monetary Fund.
as the SDR was valued in terms of U.S. dollars immediately before the introduction of the basket method of valuing the SDR
on July 1, 1974. such value being $1.20635 for one SDR.

Maintenanice of Value: Akrticle II, Section 9 of the Articles of Agreement provides for maintenance of the value (MOV), at the
time of subscription, of such restricted currencies (see Note A), requiring (1) the member to make additional payments to
IBRD in the event that the par value of its currency is reduced or the foreign exchange value of its currency has, in the opinion
of IBRD, depreciated to a significant extent in its territories and (2) IBRD to reimburse the member in the event that the par
value of its currency is increased.

Since currencies no longe r have par values, maintenance of value amounts are determined by measuring the foreign exchange
value of a member's currency against the standard of value of IBRD capital based on the 1974 SDR. Members are required to
make payments to IBRD if their currencies depreciate significantly relative to the standard of value. Furthermore, the
Executive Directors have adopted a policy of reimbursing members whose currencies appreciate significantly in terms of the
standard of value.

The net MOV amounts relating to restricted currencies out on loan, and amounts that have been reclassified from receivables
for those countries that have been in arrears for two years or more, are included in Amounts to Maintain Value of Currency
Holdings. For amounts on loan, these MOV amounts are shown as a component of Equity since MOV becomes effective only
as such currencies are repaid to IBRD.

Retainied Earniings: Retained Earnings consists of allocated amounts (Special Reserve, General Reserve, Pension Reserve and
Surplus) and unallocated Net Income.

The Special Reserve consists of loan commissions set aside pursuant to Article IV, Section 6 of the Articles of Agreement,
which are to be held in liquid assets. These assets may be used only for the purpose of meeting liabilities of IBRD on its
borrowings and guarantees in the event of defaults on loans made, participated in, or guaranteed by IBRD. The Special
Reserve assets are included under Investments held in the Trading portfolio, comprising obligations of the United States
Government. its agencies, and other official entities. The allocation of such commissions to the Special Reserve was
discontinued in 1964 with respect to subsequent loans and no further additions are being made to it.

The General Reserve consists of eamings from prior fiscal years which, in the judgment of the Executive Directors, should be
retained in IBRD's operations.

The Pension Reserve consists of the difference between actual funding of the Staff Retirement Plan (the Plan) and the Plan's
accounting income for the fiscal year 1997. This Pension Reserve would be reduced if in any future fiscal year pension
accounting expenses were to exceed the actual funding of the Plan.

Surplus consists of earnings from prior fiscal years which are retained by IBRD until a further decision is made on their
disposition or the conditions of transfer for specified uses have been met.

Unallocated Net Income consists of earnings in the current fiscal year. Commencing in 1950, a portion or all of the unallocated
Net Income has been allocated to the General Reserve. The Board of Governors, consisting of one Governor appointed by each
member, periodically approves transfers out of unallocated Net Income and Surplus, components of Retained Earnings, after
an assessment by the Executive Directors of IBRD's reserve needs, to various entities for development purposes consistent
with IBRD's Articles of Agreement.
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Loans: All of IBRD's loans are made to or guaranteed by members, except loans to IFC. The majority of IBRD's loans have
repayment obligations in various currencies determined on the basis of a currency pooling system. IBRD also offers single
currency loans. Except for certain loans which were converted to the currency pooling system, loans negotiated prior to July
1980 and all single currency loans are repayable in the currencies disbursed.

Any loan origination fees incorporated in a loan's terms are deferred and recognized over the life of the loan as an adjustment
of yield. However, incremental direct costs associated with originating loans are expensed as incurred as such amounts are
considered immaterial.

It is IBRD's practice not to reschedule interest or principal payments on its loans or participate in debt rescheduling agree-
ments with respect to its loans. In exceptional cases, however, such as when implementation of a financed project has been
delayed, the loan amortization schedule may be modified to avoid substantial repayments prior to project completion. Delays
in receiving loan payments result in present value losses to IBRD since it does not charge fees or additional interest on any
overdue interest or loan charges. These present value losses are equal to the difference between the present value of payments
for interest and charges made according to the related loan's contractual terms and the present value of its expected future cash
flows. Such present value losses are considered in the determination of the Accumulated Provision for Loan Losses. IBRD has
not written off any of its outstanding loans.

It is the policy of IBRD to place in nonaccrual status all loans made to or guaranteed by a member of IBRD if principal, inter-
est, or other charges with respect to any such loan are overdue by more than six months, unless IBRD management determines
that the overdue amount will be collected in the immediate future. In addition, if development credits made by IDA to a mem-
ber government are placed in nonaccrual status, all loans made to or guaranteed by that member government will also be
placed in noriaccrual status by IBRD. On the date a member's loans are placed in nonaccrual status, unpaid interest and other
charges accried on loans outstanding to the member are deducted from the income of the curTent period. Interest and other
charges on nonaccruing loans are included in income only to the extent that payments have actually been received by IBRD. If
collectibility risk is considered to be particularly high at the time of arrears clearance, the member's loans may not automati-
cally emerge from nonaccrual status, even though the member's eligibility for new loans may have been restored. A decision
on the restoration of accrual status is made on a case-by-case basis after a suitable period of payment performance has passed
from the time of arrears clearance.

IBRD determines the Accumulated Provision for Loan Losses based on an assessment of collectibility risk in the total loan and
callable guarantees portfolio, including loans in nonaccrual status. The accumulated provision is periodically adjusted based
on a review of the prevailing circumstances. Adjustments to the accumulated provision are recorded as a charge or credit to
income. In the context of determining the adequacy of the Accumulated Provision for Loan Losses, IBRD considers the
present value of expected cash flows relative to the contractual cash flows for loans.

Investments: Investment securities are classified based on IBRD management's intention on the date of purchase. Securities
which management has the intention and ability to hold until maturity are included in the Held-to-maturity portfolio and
reported at amortized cost. Securities designated for other postretirement benefits are carried and reported at market value or at
their estimated fair values. The changes in the values of the securities designated for other postretirement benefits are included
in the deterrnination of net income. All other investment securities are held in a Trading portfolio and classified as an element
of liquidity in the Statement of Cash Flows due to their nature and IBRD's policies governing the level and use of such
investments. Investment securities and related financial instruments held in IBRD's Trading portfolio are carried and reported
at market value. Unrealized gains and losses for financial instruments held in the Trading portfolio are included in income.
Derivative instruments are used in liquidity management to take advantage of profitable trading opportunities and as a proxy
for cash securities. These instruments include short-term, over-the-counter foreign exchange forwards, currency swaps, cross-
currency interest rate swaps, interest rate swaps, and exchange-traded futures and options on fixed income instruments. These
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derivatives are carried at market value, From time to time, IBRD eniters into forward contracts for the sale or purchase of
investment securities: these transactions are recorded at the time of commitment.

Securities Purchased U7nder Resale Agreements and Securities Sold Unider Repurchase Agreements: Securities purchased
under resale agreements and securities sold under repurchase agreements are recorded at historical cost. IBRD takes posses-
sion of securities purchased under resale agreements. monitors the fair value of the securities and, if necessary. requires addi-
tional collateral.

Borrowings: To ensure funds are available for lending and liquidity purposes. IBRD borrows in the worldwide capital markets
offering its securities to private and governmental buyers. IBRD issues short-term and medium- and long-term debt
instruments denominated in various currencies with both fixed and adjustable interest rates. Borrowings are carried on the
balance sheet at their par value (face value') adjusted for any unamortized premiums or discounts. Issuance costs associated
with a bond offering are deferred and amortized over the period during which the related indebtedness is outstanding. The
unamortized balance of the issuance costs is included in Other Assets on the balance sheet, and the issuance costs amortization
is presented as a separate element under Borrowing Expenses on the income statement. Amortization of discounts and
premiums is included in interest under Borrowing Expenses on the income statement.

IBRD uses derivatives in its borrowing and liability management activities to create synthetic debt instruments to take
advantage of cost saving opportunities across capital markets and lower its funding costs, to delink the time at which its
borrowing costs are fixed from the timing of the actual market borrowings, and to establish an appropriate match between the
currency and interest rate characteristics of its assets and liabilities. These instruments include currency and interest rate
swaps, swap spread-locks, foreign exchange forwards, exchange-traded futures and options. These derivatives are used to
modify the interest rate and/or currency characteristics of the borrowing portfolio and are linked to the related borrowings at
inception and remain so throughout the terms of their contracts. The interest component of these derivatives is recognized as an
adjustment to the borrowing cost over the life of the derivative contract and included in Interest under Borrowing Expenses on
the income statement. UIpon termination. the change in the derivative's market value is recorded as an adjustment to the
carrying value of the underlying borrowing and recognized as an adjustment of the borrowing cost over the remaining life of
the borrowing. In instances where the underlying borrowing is prepaid. the change in the associated derivative's market value
is recognized immediately as an adjustment to the cost of the underlying borrowing instrument and accordingly in the
determination of net income. Currency swap payables and receivables are recorded on a historical cost basis and are separate
items on the balance sheet. The notional principal on interest rate swaps is treated as an off-balance sheet item.

Fair Value Disclosures: Financial instruments for which mark-et quotations are available have been valued at the prevailing
market value. Financial instruments for which market quotations are not readily available have been valued using
methodologies and assurnptions that necessarily require the use of subjective judgments. Accordingly, the actual value at
which such financial instruments could be exchanged in a current transaction or whether they are actually exchangeable is not
determinable.

Accountintg and Reporting Developmnents

Accounting Jbr Transfers of Assets and Servicing of Financial Assets and Extinguishinents of Liabilities: In June 1996 the
Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 125 entitled
'Accounting for Transfers of Assets and Servicing of Financial Assets and Extinguishments of Liabilities" which included
provisions that were later deferred by SFAS No. 127. This statement deferred the provisions for transfers involving repurchase
agreements. securities borrowing/lending and collateral agreements for transfers of financial assets until January 1, 1998. Dur-
ing the third quarter of fiscal year 1998. IBRD adopted these provisions prospectively. The adoption of this standard did not
have a material impact on IBRD's financial statements.
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Reporting Comprehensive Income: In June 1997 the FASB issued SFAS No. 130, "Reporting Comprehensive Income". SFAS
No. 130 establishes standards for reporting and display of comprehensive income and its components (revenues, expenses,
gains, and losses) in a full set of general-purpose financial statements. SFAS No. 130 defines comprehensive income as the
change in equity excluding all transactions with shareholders such as the issuance of stock. Comprehensive Income has two
major components: net income, and other comprehensive income. Other comprehensive income includes such items as unreal-
ized gains and losses on available-for-sale securities and foreign currency translation. This statement is effective for fiscal
years beginninga after December 15, 1997. Reclassification of financial statements for earlier periods provided for comparative
purposes is required. Adoption of this standard will have no effect on IBRD's reported results of operations or financial posi-
tion.

Disclosures about Segments of an Enterprise and Related Information: In June 1997 the FASB issued SFAS No. 131, "Dis-
closures about Segments of an Enterprise and Related Information". SFAS No. 131 establishes the criteria for determining an
operating segment and the related financial information disclosure required. It also establishes standards for disclosing related
information regarding products and services, geographic areas and major customers. In August 1997 the International
Accounting Standards Committee (IASC) issued International Accounting Standard (IAS) 14 (revised), "Segment Reporting",
which requires disclosures of similar information. Both of these standards will be effective for IBRD's fiscal year ending June
30, 1999. Comparative information for earlier years will need to be restated. Adoption of these standards will have no effect on
IBRD's reported results of operations or financial position.

Employers' Disclosures about Pensions and Other Postretirement Benefits: In February 1998 FASB issued SFAS No.132,
"Employers' Disclosures about Pensions and Other Postretirement Benefits". This statement revises employers' disclosures
about pension and other postretirement benefits. It requires additional information on changes in the benefit obligations and
fair values of plan assets that will facilitate financial analysis, and eliminates certain disclosures that are no longer as useful.
This statement is effective for fiscal years beginning after December 15, 1997. In addition, in February 1998, the IASC issued
IAS 19 (revised), "Employee Benefits", which is effective for accounting periods beginning on or after January 1, 1999. This
standard limits the methods employed to calculate pension expense and requires certain disclosures regarding the calculation
of such expense. Adoption of these standards is not expected to have a material effect on IBRD's reported results of operations
or financial position.

Accounting fr Derivative Instruments and Hedging Activities: In June 1998 FASB issued SFAS No. 133, "Accounting for
Derivative Instruments and Hedging Activities". This statement establishes accounting and reporting standards for derivative
instruments, including certain derivative instruments embedded in other contracts, and for hedging activities. It requires a com-
pany to recognize all derivatives as either assets or liabilities in the statement of financial position and to measure those instru-
ments at fair value. This statement is effective for fiscal years beginning after June 15, 1999. Since the statement significantly
changes the accounting treatment for derivative instruments and hedging activities, IBRD is in the process of evaluating the
potential impact of this standard on its financial position and results of operations.

Presentation of Financial Statements: In August 1997 IASC issued IAS No. 1 (revised), "Presentation of Financial State-
ments". IAS 1 (revised) is designed to improve the quality of financial statements presented using International Accounting
Standards by providing guidance on the structure of financial statements and establishing certain practical requirements. This
standard is effective for fiscal years beginning on or after July 1, 1998. Adoption of this standard is not expected to have a
material effect on IBRD's reported results of operations or financial position.

Note A-Capital Stock, Restricted Currencies, Maintenance of Value, and Membership

Capital Stoc k: At June 30, 1998, IBRD's capital comprised 1,581,724 (1,558,478-June 30, 1997) authorized shares, of which
1.545,457 (1,512,211-June 30, 1997) shares had been subscribed. Each share has a par value of 0.1 million 1974 SDRs, val-
ued at the rate of $1.20635 per 1974 SDR. Of the subscribed capital, $11,288 million ($11,048 million-June 30, 1997) has
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been paid in, and the remaining $175,148 million ($171,378 million-June 30. 1997) is subject to call only when required to
meet the obligations of IBRD created by borrowing or guaranteeing loans. As to $149,149 million ($145.940 million-June
30. 1997) the restriction on calls is imposed by the Articles of Agreement and as to $25,999 million ($25,438 million-June
30. 1997) by resolutions of the Board of Governors.

Restricted Currencies. A portion of capital subscriptions, paid in to IBRD. has been paid in the local currencies of the
members. These amounts, referred to as restricted currencies, are usable by IBRD in its lending operations only with the
consent of the respective members. and for administrative expenses.

Maintenance of Value: Of the total amount of $554 million included in Amounts to Maintain Value of Currency Holdings.
which has been deducted from equity. $86 million represents MOV receivables for countries that have amounts in arrears for
two years or more. IBRD still considers these MOV receivables in arrears as obligations due from the members concerned. The
remaining $468 million represents net MOV amounts relating to restricted currencies out on loan that become payable tinder
the same terms as other MOV payments only after such currencies are repaid to IBRD.

Memnbership: In February 1993 IBRD's Executive Directors decided that the former Socialist Federal Republic of Yugoslavia
(SFRY) had ceased to be a member of IBRD and that the Republic of Bosnia and Herzegovina (now called Bosnia and Herze-
govina). the Republic of Croatia, the former Yugoslav Republic of Macedonia, the Republic of Slovenia and the Federal
Republic of Yugoslavia (Serbia and Montenegro) (FRY) are authorized to succeed to the SFRY's membership when certain
requirements are met, including entering into a final agreement with IBRD on IBRD's loans made to or guaranteed by the
SFRY which the particular successor Republic would assume. Four of the five successor Republics-Bosnia and Herzegovina,
Croatia, Slovenia and the former Yugoslav Republic of Macedonia-have become members of IBRD. The paid-in portion of
the SFRY's subscribed capital allocated to the FRY is included under Payments on Account of Pending Subscriptions until the
requirements of succession are met.

Note B-Investmients

As part of its overall portfolio management strategy, IBRD invests in government and agency obligations, time deposits. asset-
backed securities and related financial instruments with off-balance sheet risk including futures, forward contracts, currency
swaps. cross-currency interest rate swaps. interest rate swaps, options and short sales.

Goveriunent anid Agency Obligations: These obligations include marketable bonds, notes and other obligations. IBRD can
only invest in obligations issued or unconditionally guaranteed by governments of countries with a minimum credit rating of
AA; however, if such obligations are denominated in the home currency of the issuer, no rating is required. IBRD can only
invest in obligations issued by an agency or instrumentality of a government of a country, a multilateral organization or any
other official entity with a minimum credit rating of AA.

Time Deposits: Time deposits include certificates of deposit, bankers' acceptances, and other obligations issued or uncondi-
tionally guaranteed by btnks and other financial institutions.

Asset-backed Securities: Asset-backed securities are instruments whose cash flow is based on the cash flows of a pool of
underlying assets managed by a trust. IBRD can only invest in such securities with a AAA credit rating.

Futures and Forwards: Futures and forward contracts are contracts for delayed delivery of securities or money market instru-
ments in which the seller agrees to make delivery at a specified future date of a specified instrument. at a specified price or
yield. Futures contracts are traded on regulated United States and international exchanges. IBRD generally closes out most
open positions in futures contracts prior to maturity. Therefore. cash receipts or payments are mostly limited to the change in
market value of the futures contracts. Futures contracts generally entail daily settlement of the net cash margin.
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Options: Options are contracts that allow the holder of the option the right, but not the obligation, to purchase or sell a finan-
cial instrument at a specified price within a specified period of time from or to the seller of the option. The purchaser of an
option pays a premium at the outset to the seller of the option, who then bears the risk of an unfavorable change in the price of
the financia[ instrument underlying the option. IBRD only invests in exchange-traded options. The initial price of an option
contract is equal to the premium paid by the purchaser and is significantly less than the contract or notional amount. IBRD
does not write uncovered option contracts.

Repurchase and Resale Agreements and Securities Loans: Repurchase agreements are contracts under which a party sells
securities and simultaneously agrees to repurchase the same securities at a specified future date at a fixed price. The reverse of
this transaction is called a resale agreement. Securities loans are contracts under which securities are lent for a specified period
of time at a fixed price.

Short Sales. Short sales are sales of securities not held in IBRD's portfolio at the time of the sale. IBRD must purchase the
security at a later date and bears the risk that the market value of the security will move adversely between the time of the sale
and the time the security must be delivered.

Currency Swaps: Currency swaps are agreements between two parties to exchange cashflows denominated in different curren-
cies at one or more certain times in the future. The cashflows are based on a predetermined formula reflecting rates of interest
and an exchange of principal.

Cross-Currency Interest Rate Swaps: Cross-currency interest rate swaps are currency swaps where one set of cashflows
reflects a fixed rate of interest and the other reflects a floating rate of interest.

Interest Rate Swaps: Interest rate swaps are agreements which transform a fixed rate obligation in a particular currency into a
floating rate obligation in that currency or vice-versa.
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Liquid Poitfolio: A summary of IBRD's position in trading and other liquid portfolio instruments at June 30, 1998 and June 30, 1997 is as
follows:

In nZijlios of MS. dollars eqiuvalent

Other All
Deutschie mnark Japaniese yen U.S. dollars currencies curr-enicies

1998 1997 1998 1997 1998 1997 1998 1997 1998 1997

Trading:
Government and agency obligations:

Carrying value 89 642 4.542 - 1,532 2.873 1.866 20 8.029 3.535
Average balance during fiscal year 679 429 1,952 324 2.549 2,237 1,491 182 6.671 3.172

Net gains (losses) for die fiscal year (5) (2) (I1) (2) 38 (13) 2 10 24 (7)

Average yield (%) 4.32 3.22 0.67 - 5.65 5.92 4.96 3.52 2.65 5.40

Average maturity (years) 1.50 2.03 1.44 - 2.62 5.35 3.29 (.19 2.09 4.71
Time deposits:

Carrying value 1,568 1.311 1.676 3.569 7.948 7.664 2.388 1.149 13,580 13.693

Average balance during fiscal year 1,746 578 2,834 2,126 7,670 6.847 1,563 1.055 13.813 1().606
Net gains (losses) for the fiscal year - - - - - - - - - -

Average yield (c) 3.58 3.11 0.44 0.49 5.74 5.91 3.62 3.76 4.46 4.05

Average maturity (years) 0.09 0.23 0.15 0.20 0.09 0.13 0.14 0.17 0.11 0.16
Asset-backed securities:

Carrying value - - _ - 1,675 - - - 1.675

Average balance during fiscal year - - - 594 5- 94 -

Net gains (losses) for the fiscal year - - - -

Average yield (%) - - - - 7.08 - - - 7.08
Average maturity (years) - - - - 7.91 - - 7.91

Futures and forwards:
Carrying value 1
Average balance during fiscal year I 1 1 2 M) - (5) (3) 3

Net gains (losses) for the fiscal year (3) C:) 3) 1 (29) 11 3 (32) 12

Options:
Carrying value _ A

Average balance during fiscal year - *

Net gains (losses) for the fiscal year - * (1) () 1) (*) * (11

Total Trading Investments*"
Carrying value 1,657 1,954 6.218 3,569 1 .155 10.537 4,254 1169 23_284 17.229
Average balance during fiscal year 2,426 1,008 4.787 2,452 10,813 9.084 3,049 1.237 21.075 13.781

Netgains(losses)forthefiscalyear' (8) (2) (14) M 9 (3) 5 10 (8) 4

Repurchase agreements and
Securities loans:
Carrying value (265) - - - (339) (294) (256) - (860) (294)

Average balance during fiscal year (129) (34) (2) - (389) (716) (130) (80) (650) (830)
Average cost 1%) 3.27 _ - - 5.68 5.73 6.49 5.18 5.73
Average maturity (years) 0.05 - - - 0.02 0.02 0.04 - 0.03 0.02

228 THE WORLD BANk; ANNUAL REPORT 1998



Notes lto Financial Statements

Liquid Portfolio (continued)

In millions of IJ.S. dollars equivalent

Other All
Detutsche mark Japanese yen U.S. dollars currencies currencies

1998 1997 1998 1997 1998 1997 1998 1997 1998 1997

Resale agreements:
Carrying value 204 2 - - - 95 262 - 466 97

Average balance during fiscal year 192 305 1 - 846 721 79 92 1,118 1,118

Average yteld (%) 3.09 2.90 - - - 5.46 6.01 - 4.74 5.41

Average maturity (years) 0.07 0.02 - - - 0.06 0.04 - 0.05 0.06

Short sales:b
Carrying value (54) - - - - (92) (97) - (151) (92)

Average balance during fiscal year (4) (42) - _ (1) (134) (2) (15) (7) (191)

Currency swaps receivable:
Carrying'value 49 - 144 - 5,451 4,571 -- - 5,644 4,571

Average Lalance during fiscal year 4 - 45 - 5,206 1,047 6 - 5,261 1,047

Average yield (%) 3.43 - 0.47 - 5.62 5.78 - - 5.47 5.78

Average rnaturity (years) 0.41 - 0.01 - 0.15 0.24 - - 0.15 0.24

Currency swaps payable:
Carrying value (959) (908) (2,302) (3,226) (148) - (2.016) (560) (5,425) (4,694)

Average balance during fiscal year (1,383) (198) (2,688) (694) (13) - (49) (142) (4,133) (1,034)

Average cost (%) 3.57 3.10 0.45 0.48 5.63 - 3.52 3.69 2.28 1.37

Average maturitv (years) 0.13 0.33 0.16 0.21 0.01 - 0.16 0.27 0.15 0.24

Cross-currency interest rate swaps
receivable:C

Carrying value - - - - 4,866 - - - 4,866 -

Average balance during fiscal year - - - - 2,893 - - - 2893 -

Net gains (losses) for the fiscal year a _ _ - 2 - - - 2 -

Average yield (%) - - - - 5.75 - - - 5.75 -

Average maturity (years) - - - - 2.16 - - - 2.16 -

Cross-currency interest rate swaps
payable:c

Carrying value (31) - (2,870) - - - (1,773) - (4,674) -

Average balance during fiscal year (6) - (1,602) - - - (1,328) - (2,936) -

Net gains (losses) for the fiscal year a - 10 - - - (5) - 5 -

Average cost (%) 3.63 - 0.67 - - - 5.21 - 2.41 -

Average maturity (years) 1.13 - 2.20 - - - 2.12 - 2.16 -

Interest rate swaps:c
Carrying. value - - - - (14) - - - (14) -

Average balance during fiscal year - - _ _ (1) - - - (1) -

Net gains (losses) for the fiscal year a _ _ _ - (8) - - - (8) -

Average cost (%) - - - - 0.04 - - - 0.04 -

Average maturity (years) _ _ _ _ 2.18 - - - 2.18 -

a. Included in Net gains/losses on the trading portfolio in the income statement.
b. Included in Amounts payable for investment securities purchased on the balance sheet.
c. Included in Currency Swaps-Trading on the balance sheet.

Less than $0.5 million; "*May differ from the sum of individual figures due to rounding. IBRD FINANCIAL STATEMENTs 229



Notes to Financial Statements (Continued)

Held-to-maturity portfolio: The carrying and fair values of investment securities in the Held-to-maturity portfolio at June 30.
1998 and June 30, 1997 are as follows:

In millions

1998

Averoge Grross Gross
Carrying yield unr-ealized unrealized Fair

value (%) gains losses value

Government and agency obligations ........ $ 1,138 8.74 $175 $- $ 1,313
Time deposits .................... .......... 1.535 7.52 - 1.535

Subtotal ............................... 2,673 8.04 175 -2848

Repurchase Agreements ......................... (1.374) 7.39 (1.374)

Total ......... ..................... $ 1.299 8.73 $175 $- $ 1.474

Less than $0.5 million.

In millions

1997

Alverage Gross Grass
Carrying yield unrealized unrealized Faii

value I%) gains losses value

Governmnent and agency obligations ........ S I, 140 8.74 $1 10 $- $1,250
Time deposits .................. ............ 139 6.38 - 139

Total .............................. $1,279 8.49 $110 $- $1,389

At June 30, 1998 and June 30. 1997, the Held-to-maturity portfolio comprised investments in pounds sterling only.
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The expected maturities of investment securities in the Held-to-maturity portfolio at June 30, 1998 and June 30, 1997 are sum-
marized belov:

In millions

1998 a

Net
Carrying Fair unrealized

value value gains

July 1, 1998 through June 30, 1999 .................................... $ 330 $ 331 $ 1
July 1, 1999 through June 30, 2003 .................................... 90 99 9
July 1, 2003 through June 30, 2008 .................................... 742 870 128
Thereafter .......................................... 137 174 37

Total ................... .. $1,299 $1,474 $175

a. Includes repurchase agreements.

In millions

1997

Net
Carvxing Fair unrealized

value value gains

July 1, 1997 through June 30. 1998 .................................... $ 139 $ 139 $ -
July 1, 1998 through June 30, 2002 .................................... 172 177 5
July 1, 2002 through June 30, 2007 ......... ........... ........ 255 277 22
Thereafter .......................................... 713 796 83

Total .......................................... $1,279 $1,389 $110
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Assets designated for other postretiremnent benefits: IBRD holds investments designated to satisfy liabilities arising out of
other postretirement benefits (see Note J). The following are the asset values at June 30, 1 998 and at June 30. 1997:

III illin Its

1998 1997

Net Net
Calrrying Average halawce Gains Carrving Average halance Gains

valtie duringrfisal!enr (Lasesj valute duringfiscal Year (Losses)

Equity Securities
U.S . .................. $ 474 $ 415 $ 77 $ 372 $ 354 $ 45
Non-U.S .................. 587 550 36 549 514 88

Other Securities .................. 395 378 7 340 344 22

Total .................. $1,456 $1,343 8134 $1,261 $1,212 $155

Note C-Loans, Cofinancing and Guarantees

Multicurrency Loans

Fixed rate loanzs: On loans negotiated prior to July 1982, IBRD charges interest at fixed rates.

Adjustable rate loarns: In 1982 IBRD mitigated its interest rate risk by moving fromn fixed rate to adjustable rate lending. This
rate, reset twice a year, is based on IBRD' s own cost of qualified borrowings plus a 50 basis point spread, resulting in a pass-
through of its average borTowing costs to those members that benefit from IBRD loans.

Single Currency Loans

Fixed rate loan2s: IBRD introduced fixed rate single currency loans in 1995. The rates charged on fixed rate single currency
loans are set on semi-annual rate fixing dates for loan amounts disbursed during the preceding six-month period and remain
fixed for such disbursed amounts until they are repaid. For the interim period from the date each disbursement is made until its
rate fixing date, interest accrues at a variable rate equal to the rate on LIBOR-based single currency loans (PIBOR-based for
French franc denominated loans) applicable for such interim period. The fixed lending rate comprises a base rate reflecting
medium- to long-term market rates on the rate fixing date, plus a total spread consisting of (a) IBRD's funding cost margin for
these loans. ib) a risk premium (intended to compensate IBRD for market risks incurred in funding these loans). and (c) a
spread of 50 basis points.

LIBOR-based loans: IBRD introduced LIBOR-based single currency loans in 1993. The rates charged on LIBOR-based sin-
gle currency loans are a direct pass-through of IBRD's cost of funding for these loans, and are reset semi-annually. They com-
prise a base rate equal to the six-month reference interbank offered rate for the applicable currency on the rate reset date and a
total spread consisting of (a) IBRD's average funding cost margin for these loans and (b) a spread of 50 basis points.

IBRD has approved and disbursed two LIBOR-based single currency loans-one in December 1997 and the other in March
1998-that have non-standard financial terms. The first, an economic reconstruction loan in an amount of $3,000 million,
carries a six-month LIBOR interest rate plus a fixed spread of 100 basis points. The second, a structural adjustment loan in an
amount of $2,000 million, carries a six-month LIBOR interest rate plus a fixed spread of 75 basis points. Both loans have a
loan origination charge. Neither loan is eligible for the waivers described below.
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Waivers of Loan Interest and Charges

On July 31, 1997, IBRD's Executive Directors approved a one-year interest waiver of 25 basis points on disbursed and out-
standing loans for all payment periods commencing in the fiscal year ending June 30, 1998 for all eligible borrowers. A similar
waiver of 25 basis points was in effect for the fiscal years ended June 30, 1997 and June 30, 1996. In fiscal year 1995 IBRD's
Executive Directors approved a one-time 10 basis point interest waiver, for two consecutive six-month interest periods, on
multicurrency pool loans which a borrower converts from loan interest rate terms in effect between 1982 and 1989 to interest
rate terms in effect since 1989. For the fiscal year ended June 30, 1998, the combined effect of these waivers was to reduce Net
Income by $241 million ($259 million-June 30, 1997, $286 million-June 30, 1996).

Further, on J-ly 31, 1997, the Executive Directors approved a one-year commitmnent fee waiver of 50 basis points on undis-
bursed loans to all borrowers for all payment periods commencing in the fiscal year ending June 30, 1998. A similar waiver of
50 basis points was in effect for the fiscal years ended June 30, 1997 and June 30, 1996. For the fiscal year ended June 30,
1998, the effect of the commitment fee waiver was to reduce Net Income by $211 million ($226 mitlion-June 30, 1997, $235
million-Jur[e 30, 1996).
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A summary of IBRD' o utstanding loans by currency and product at June 30, 1998 and June 30. 1997 follows:

JIz millions of U.S. dollars equivalent

1998

Mdlticurremcv loa,zsd Sin.gle currency poolsf Single cutrrencv loans Total loans

Weighted Weighted Weighted Averarge WVeighted
avlerage aiverage average Inaturit averoage

Cirrency/Rate Tvpe Amolult rate(%f Amounst rate (%j) Aiiotunt rcite (C/c (years) Amiiouniit rate (%c)

Deutsche mark
Fixed S 1.140 8.74 $ 13 11.42 S 54 5.60 5.75 $ 1.207 8.63
Adjustable 18.067 6.36 1,792 7.04 315 3.88 7.66 20.174 6.38

Japanese yen
Fixed 910 8.85 - - - - - 910 8.85
Adjustahle 15,802 6.36 - - 61 0.86 6.94 15.863 6.34

Netherlands guilders
Fixed 97 8.44 - - - - - 97 8.44
Adjustable 540 6.36 - - - - - 540 6.36

Swiss francs
Fixed 586 7.96 - - - - - 586 7.96
Adjustable 1.450 6.36 - - - - - 1.450 6.36

U.S. dollars
Fixed 1,068 8.56 228 9.93 4.374 6.82 6.06 5.670 7.27
Adjustable 18.5 10 6.37 23,625 8.37 15.649 6.10 8.24 57,784 7.11

Others
Fixed 112 9.40 - - 141 6.28 6.20 253 7.66
Adjustable 1,935 6.36 - - 107 3.85 9.34 2.042 6.23

Loans outstanding
Fixed 3,913 8.61 241 10.01 4,569 6.79 6.06 8.723 7.70
Adjustable 56.304 6.36 25,417 8.28 16,132 6.03 8.23 97.853 6.80

Total $60,217 6.51 $25,658 8.29 $20,701 6.20 7.75 S106.576 6.88

Less accumulated provision far loan losses 3.240

Loans outstanding net of accumulated provision $103,336

a. See page 235.

b. See page 236.

c. See page 236.

234 THF WORtLD BANK ANNUAL REPORT 1998



Notes to Financial Statements

In nihions of U.S. dollars equivalent

1997

Multicurrency loans' Single currency loans b Total loans

Weighted Weighted Aver-age Weighted
average average mnaturity average

Currencv/Rate Tvpe Amount rate (%)c Amount rate (%) (years) Amount rote (%)'

Deutsche mark
Fixed $ 1,937 8.77 $ - - - $ 1,937 8.77
Adjustable 27.269 6.70 83 3.48 7.07 27,352 6.69

Japanese yen
Fixed 1,954 8.87 - - - 1.954 8.87
Adjustable 30.154 6.70 5 0.81 3.51 30,159 6.70

Netherlands guilders
Fixed 179 8.42 - - - 179 8.42
Adjustable 1,155 6.70 - - - 1,155 6.70

Swiss francs
Fixed 1.064 8.02 - - - 1,064 8.02
Adjustable 3,438 6.70 - - - 3,438 6.70

U. S. dollars
Fixed 1,578 8.78 2.315 7.03 6.63 3,893 7.74
Adjustable 27,848 6.70 4,515 6.01 8.99 32,363 6.60

Others
Fixed 154 9.11 133 6.35 7.17 287 7.83
Adjustable 2.020 6.70 4 3.53 7.80 2,024 6.69

Loans outstanding
Fixed 6,866 8.68 2,448 6.99 6.66 9,314 8.24
Adjustable 91,884 6.70 4.607 5.96 8.95 96,491 6.66

Total $98,750 6.84 $7,055 6.32 8.16 105,805 6.80

Less accumulated provision for loan losses 3,210

Loans outslanding net of accumulated provision $102,595

a. Average Maturity - Multicurrency loans. IBRD maintains a targeted currency composition in its multicurrency loans. The present
target ratio is one U.S. dollar for every 125 Japanese yen and two Deutsche mark equivalents (consisting of Deutsche mark,
Netherlands guilders and Swiss francs). These five major currencies comprise at least 90 percent of the multicurrency loans' U.S.
dollar equivalent value, with the remainder in other currencies. This ratio has been maintained since 1991, and is reviewed periodically.
The composition of the multicurrency loans is affected by the selection of currencies for disbursements on those loans and by the
currencies selected for the billing of the principal repayments. Along with the selection of disbursement currencies, IBRD manages the
selection of repayment currencies to maintain the alignment of the multicurrency loans' composition with the target ratio. The
selection of currencies for repayment billing by IBRD precludes the determination of average maturity information for multicurrency
loans by individual currency. Accordingly, IBRD only discloses the maturity periods for its multicurrency loans on a combined U.S.
dollars equivalent basis.
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b Avetrage Maturity - Single Currency Pools. Each single currency pool is a multicurrency at inception, but will be adjusted to reach a
level of at least 90% in the designated currency by July 1, 1999 and will be maintained at or above that level thereafter. The currency
comnposition of these single currency pools is affected by IBRD's management of the selection of repayment cur-encies to the extent
non-designated currencies remaining in these pools are selected for repayment. This varying selection of currencies f-or repayment
precludes the determination of average maturity information for the single currency pools loans by individual currencies. AccordinQly.
IBRD only discloses the maturity periods for its single currency pool loans on a combined U.S. dollar equivalent basis.

c. Excludes effects of any waivers of loan interest.

The maturity structure of IBRD's loans at June 30. 1998 and June 30. 1997 is as follows:

/11 m,illionsl

1993

Single cic-reocy
M'olticuileo)1c loas Siligle curr-ency pools loanls All loans

Rate
Period tpe: Fixed Adjustable Fixed Adljutstalble Fixed Adjustable Fixed Adjstalble Tothud

July 1, 1998 through
June 30. 1999 Sl 1,854 $ 6,090 S 149 $ 2.547 5 42 $ 133 $.(045 $ 8,77(0 $ 10.815

July 1, 1999 through
June 30, 2003 ].876 22,298 92 10,108 1.721 2.577 3.689 34.983 38.672

July 1. 2003 through
June 30. 2008 180) 2(0,421 - 9.28() 2,518 9.182 2,698 38,883 41.581

Thereafter 3 7,495 - 3,482 288 4.240 291 15.217 15.508

Loans outstanding $3,913 $56,304 $241 $25,417 $4,569 $16,132 58,723 $97,853 $106,576

III millions.

1997

Sinigle cu,-rlzca 
Mhltic)-nrl;ni Ioalls loaoos All loans

Rate

Period fV)e: Fixed Adjustable Fired Adjiostable Fixed Adtjustrble 7atal

July 1, 1997 throughJune 30, 1998 . .2.844 $ 9.150 $ - $ 4 $2,844 $ 9.154 $ 11,998

July 1, 1998 through Junie 3(. 2002 3.675 37.141 773 774 4,448 37.915 42, 63

July 1. 2002 through June 30. 02)07 0 335 33,585 1,365 2.283 1.70(0 35.868 37.568

Thereafter .12 12.008 310 1.546 322 13,554 13.876

Loans outstanding .$6,866 $91,884 $2,448 $4,607 $9,314 $96.491 $105,805
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Estimated Value of Loans

AJl of IBRD's loans are made to or guaranteed by countries that are members of IBRD, except for those loans made to IFC.
IBRD does not currently sell its loans, nor is there a market of loans comparable to those made by IBRD.

Multicurrency loans and Single Currency Pools: The estimated value of fixed rate loans negotiated prior to July 1982 has
been based on discounted future cash flows using the rate at which IBRD could undertake borrowings of comparable maturi-
ties at June 30. 1998 plus a 50 basis point spread. The estimated value of adjustable rate multicurrency loans and single cur-
rency pools is based on the relationship of the fair value to the carrying value of the underlying qualified borrowings, since the
interest rate for such loans is based on the interest rate of the qualified borrowings.

Single Currency Loans: The estimated value of fixed rate single currency loans has been based on discounted future cash
flows using the rate at which IBRD could make similar loans of comparable maturities at June 30, 1998. The estimated value
of LIBOR-based single currency loans has been based on the relationship of the fair value to the carrying value of the underly-
ing borrowings funding these loans.

The following table reflects the carrying and estimated values of the loan portfolio based on current borrowing rates net of the
Accumulated Provision for Loan Losses at June 30, 1998 and June 30. 1997:

In rnillions

1998 1997

Carrying Estimated Carrying Estinated
value value value value

Multicurrency loans

Fixed ......... S... 3.913 $ 4,286 $ 6.866 $ 7,655

Adjustable ............ 56,304 60,915 91,884 99,775

Single currency pools

Fixed .............. ...... 241 261 - -

Adjustable ............ 25,417 27,861 - -

Single currency loans

Fixed ..................... 4,569 4,746 2,448 2,497

Adjustable ..... ...... 16,132 16,530 4,607 4,844

Total loans

Fixed ..................... 8,723 9,293 9,314 10,152

Adjustable ..... ...... 97,853 105,306 96,491 104.619

106,576 114,599 105,805 114,771

Less accumulated provision for loan losses .... 3.240 3,240 3,210 3,210

Loans outstanding net of accumulated
provision .................................. $103,336 $1 11.359 $102,595 $111,561
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Cofinancing and Guarantees

IBRD has taken direct participations in, or provided partial guarantees of, loans syndicated by other financial institutions for
projects or programs also financed by IBRD through regular loans. IBRD also has provided partial guarantees of securities
issued by an entity eligible for IBRD loans. IBRD's partial guarantees of bond issues are included in the guarantees amount
mentioned below. IBRD's direct participations in syndicated loans are included in the reported loan balances.

Guarantees of loan principal of $2,047 million at June 30, 1998 ($1,593 million-June 30, 1997) were not included in reported
loan balances. At June 30. 1998, $371 million of these guarantees were subject to call ($148 million-June 30, 1997). IBRD
has partially guaranteed the timely payment of interest amounts on certain loans that have been sold. At June 30, 1998, these
guarantees, approximating $0.04 million ($0.5 million-June 30, 1997). were subject to call.

Overdue Amounts

At June 30. 1998. no loans payable to IBRD other than those referred to in the following paragraphs were overdue by more
than three months.

At June 30, 1998, the loins made to or guaranteed by certain member countries and the FRY with an aggregate principal bal-
ance outstanding of $2,044 million ($2,360 million-Junie 30, 1997), of which $1,142 million ($1,314 million-June 30,
1997) was overdue, were in nonaccrual status. At such date, overdue interest and other charges in respect of these loans totaled
$948 million ($893 million-June 30, 1997). If these loans had not been in nonaccrual status, income from loans for the fiscal
year ended June 30, 1998 would have been higher by $84 million ($146 million-June 30, 1997, $188 million-June 30,
1996).
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A summary of countries with loans or guarantees in nonaccrual status follows:

In millions

1998

Prinipal Principal and Nonuacciwal
Borrower outstantding charges overdue simce

With overdues

Congo, Democratic Republic of ....................................... S 81 $ 86 November 1993

Congo, Republic of. . 67 21 November 1997

Iraq .. 42 68 December 1990

Liberia .. 131 254 June 1987

Sudan .. 6 5 January 1994

Syrian Arab Republic .. 71 228a February 1987

Yugoslavia. Federal Republic of (Serbia/Montenegro) 1,089 1,428 September 1992

Total .1,487 2,090

Without overdues

Bosnia and Herzegovina...... 557 - September 1992

Total ............................................ $2,044 $2,090

a. Represents interest and charges overdue.

On July 27, 1997, the Syrian Arab Republic and IBRD entered into an agreement covering, among other things, the application
of payments by Syria of its overdue principal, interest, and charges. Under this agreement, Syria paid the overdue principal to
IBRD in one payment of $263 million on September 2, 1997 and has been making monthly payments to IBRD since then.

On June 22, 1998, Sierra Leone paid off all its arrears and, as a result, its loans came out of nonaccrual status. Loans to Sierra
Leone had been in nonaccrual status since January 15, 1998. During the fiscal year ended June 30, 1997, no loans came out of
nonaccrual status.

In connection with the cessation of the membership of the SFRY discussed in Note A, in February 1993 IBRD reached an
agreement with the FRY for the apportionment and service of debt due to IBRD on loans made to or guaranteed by the SFRY
and assumed by the FRY, which confirmed a February 1992 interim agreement between the SFRY (then consisting of the
Republics of Bosnia and Herzegovina, Macedonia, Montenegro and Serbia) and IBRD pertaining, among other things, to such
loans. As of the date hereof, no debt-service payments have been received by IBRD from the FRY.

In June 1996 the accumulated arrears on loans to the former SFRY assumed by Bosnia and Herzegovina were cleared through
three new consolidation loans extended by IBRD. These new loans consolidated all outstanding principal and overdue interest
on the loans assumed by Bosnia and Herzegovina. This resulted in an increase in loans outstanding of $168 million and the
deferral of the recognition of the related interest income.
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The average recorded investment in nonaccruing loans during the fiscal year ended June 30. 1998 was $2,138 million. ($2,430
million-June 30, 1997, $2,466 million-June 30, 1996).

Accumulated Provision for Loan Losses

IBRD has never suffered a loss on any of its loans, with the exception of losses resulting from the difference between the
present value of payments for interest and charges made according to the related loan's contractual terms and the present value
of its expected future cash flows. Certain borrowers have found it difficult to make timely payments for protracted periods.
resulting in their loans being placed in nonaccrual status. Several borrowers have emerged from nonaccrual status after a
period of time by bringiig up-to-date alt principal payments and all overdue service payments, including interest and other
charges. In an attempt tc recognize the risk inherent in these and any other potential overdue payments. IBRD inaintains an
accumulated provision for loan losses. Of the Accumulated Provision for Loan Losses of $3,240 million, $1.000 million is
attributable to the nonaccruing loan portfolio at June 30. 1998.

An analysis of the changes to the Accumulated Provision for Loan Losses for the fiscal years ended June 30, 1998. June 30.
1997 and June 30. 1996 appears below:

hI mnillions

1998 1997 1996

Balance, beginrning of the fiscal year ............................ $3 2 10 $3,340 $3.740

Provision for loan losses ........................ 5........... 251 63 42

Translation adjustment. (221) (193) (442)

Balance, end of the fiscal year ................................... S3,240 $3.210 $3.340

IBRD has endorsed a multilateral initiative for addressing the debt problems of a group of countries identified as heavily
indebted poor countries (HIPCs) to ensure that the reform efforts of these countries will not be put at risk by unsustainable
external debt burdens. Under this initiative, creditors are to provide enhanced debt relief for those countries that demonstrated
good policy performance over an extended period to bring their debt burdens to sustainable levels. IBRD has taken the situa-
tion of these countries into account in its review of the adequacy of the Accumulated Provision for Loan Losses.

Fifth Dimension Program

Under IDA's Fifth Dimension program established in September 1988. a portion of principal repayments to IDA are allocated
on an annual basis to prox ide supplementary IDA credits to IDA-eligible countries that are no longer able to borrow on IBRD
terms. but have outstanding IBRD loans approved prior to September 1988 and have in place an IDA-supported structural
adjustment program. Such supplementary IDA credits are allocated to countries that meet specified conditions, in proportion to
each country's interest payments due that year on its pre-September 1988 IBRD loans. To be eligible for such IDA
supplemental credits, a member country must meet IDA's eligibility criteria for lending. must be ineligible for IBRD lending
and must not have had an IBRD loan approved within the last twelve months. To receive a supplemental credit from the
program, a member country cannot be more than 60 days overdue on its debt-service payments to IBRD or IDA. At June 30,
1998, IDA had approved credits of $1,590 million ($1,526 million-June 30, 1997) under this program from inception, of
which $1.531 million (.51,435 million-June 30, 1997) had been disbursed to the eligible countries.
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Note D-Borrowings

Providing liquidity and minimizing the cost of funds are key objectives to IBRD's overall borrowing strategy. IBRD uses
swaps in its borrowing strategy to lower the overall cost of its borrowings for those members who benefit from IBRD loans.
IBRD undertakes swap transactions with a list of authorized counterparties. Credit limits have been established for each coun-
terparty.

Currency swaps: Currency swaps are agreements between two parties to exchange cashflows denominated in different
currencies at one or more certain times in the future. The cashflows are based on a predetermined formula reflecting rates of
interest and an exchange of principal.

Interest rate swaps: Interest rate swaps are agreements which transform a fixed rate payment obligation in a particular
currency into a floating rate obligation in that currency or vice-versa.

Forward interest rate swaps: A forward interest rate swap is an agreement under which the cash flow exchanges of the
underlying interest rate swaps would begin to take effect from a specified date.

Swaptions: A swaption is an option that gives the holder the right to enter into an interest rate or currency swap at a certain
future date.
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A summary ot IBRD's borrowings portfolio at June 30. 1998 and June 30, 1997 follows:

Medium- and Long-term Borrowings and Swaps at June 30, 1998

In utillions (t US. dollars equivalent

Cur-renicy Initerest rate
Direct borrowings Swap agreemte nts swap agreemeents Net curren/cy oblgatiosts

Wgtd. Wgtd. Notional WUgtd. W3td.
avg. Average Amountit avg. Avercage amnount avg. Average Amountzi aig. Arera-e

Rtate cost inaturit' pacable cost maturitv payable cast naturitY payable cast nlumturvn"
Currency type Amliount () (veats) (receivable) (%c) (veursa (receivable) (%) (years) (receivable) (%) (weool)

DeCMhche

mark Fixed $12.014 6.45 4.78 $ 3.720 7.35 2.19 $ 4.617 6.86 2.76 $ 20.351 6.71 3.85

(5,281) 6.72 4.25 (3.349) 5.18 3.79 (8.630) 6.12 4.07

Adjustable 195 7.21 5.12 8,231 3.60 2.24 3.405 3.62 3.82 11.831 3.67 2.74

(1,412) 3.52 2.16 (4.673) 3.72 2.80 (6,085) 3.67 2.65

Japanese
yen Fixed 16,200 4.92 4.76 1,958 1.34 0.44 1,520 3.30 1.02 19,678 4.43 4.04

(5,758) 5.35 5.19 (3,083) 2.84 4.94 (8.841) 4.47 5.10

Adjustable 836 1.63 1.99 1,484 0.26 0.62 3,083 0.53 4.94 5.403 0.62 3.30

(759) 0.63 4.51 (1,520) 1.16 1.02 (2.279) 0.98 2.18

Netherlands
auilders Fixed 1.199 7.10 3.73 - - - - - - 1,199 7.10 3.73

(904) 7.43 2.59 (904) 7.43 2.59

Swiss
francs Fixed 3.671 5.61 5.15 1,611 5.19 2.22 423 7.08 3.30 5,705 5.60 4.19

(4,070) 5.46 2.66 v4,070) 5.46 2.66

Adjustable - - 423 0.28 3.23 - - 423 0.28 3.23

(423) 1.50 3.30 (423) 1.5() 3.30
u. S.
dollars Fixed 33,287 6.81 6.16 11.0)20) 9.37 4.27 1(0,526 6.42 2.88 54.833 7.25 5.15

(3.082) 6.67 1.27 (22,495) 5.95 5.34 (25.577) 6.04 4.85

Adjustable 825 5.24 4.12 27.226 5.42 5.93 22.520 5.53 5.33 50.571 5.46 5.63

(5.891) 5.46 1.24 (10.551) 5.44 2.88 (16,442) 5.45 2-29

Others Fixed 25.753 8.22 5.70 576 6.71 2.75 119 5.70 6.20 26.448 8.17 5.63

(24.174) 7.99 5.51 (405) 7.13 4.69 (24,579) 7.98 5.50

Adjustable 2.762 3.75 4.88 36 3.60 7.41 405 4.01 4.69 3.203 3.78 4.88

(3,072) 3.98 4.88 (119) 3.75 6.20 3.191) 3.97 4.93

Total Fixed 92 124 6.78 5.53 18,885 17.205 128,214 6.85 4.82

(43.269) (29.332) (72,601 I 6.50 4.85

Adjustable 4.618 3.77 4.23 37,400 29.413 71.431 4.69 4.93

(11,134) (17,286) (2s,420i 4.49 2.67

Principal at face value 96,742 6.63 5.47 1,882 98,624 6.22

Net unamortized premium 118 11 S

Total $96,860 6.63 5.47 $ 1.882 $ S 98,742 6.22

a. At June 30. 1998, the average repricing period of the net currencY obligations for adjustable rate borrowings was three months.
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Medium- and Long-term Borrowings and Swaps at June 30, 1997

In millions of U.S. dollars equivalent

Cur-rency Interest rate
Direct borrowings swap agreements swvap agreements Net currency obligations

Wlgtd Wgtd. Notional Wgtd. Wgtd.
avg. Average Amount avg. Average amount avg. Average Amount avg. Average

Rate cost maturiv payable cost maturity payable cost maturity payable cost matatrir
Currency type Amount (%) (years) (receivable) (%) (years) (receivable) (%) (years) (receivable) (%) (years)

Deutsche
mark Fixed $12.468 6.58 5.43 $ 3,071 7.47 2.33 $ 6,800 6.93 2.74 $ 22,339 6.81 4.19

(393) 5.93 14.05 (2,878) 5.25 4.48 (3,271) 5.33 5.63

Adjustable 203 7.54 6.12 8,921 3.05 2.98 2,936 3.24 4.53 12,060 3.17 3.41

(22) 5.58 0.99 (6,858) 3.35 2.78 (6,880) 3.35 2.77
Japanese
yen Fixed 24,501 5.15 4.48 529 5.63 2.39 2,148 3.60 1.87 27,178 5.04 4.23

(1,251) 5.99 6.07 (3,123) 3.02 4.39 (4,374) 3.85 4.86

Adjustable 1,223 1.83 2.66 506 0.05 1.20 3,123 0.57 4.39 4,852 0.83 3.62

(44) 4.45 14.98 (2,148) 1.34 1.87 (2,192) 1.41 2.13
Netherlands
guilders Fixed 1,873 7.25 3.28 80 6.31 0.19 - - 1,953 7.21 3.15

(1,123) 7.62 2.05 (1,123) 7.62 2.05
Swiss
francs Fixed 3,916 6.02 5.63 1,862 5.20 2.94 780 7.11 2.77 6,558 5.91 4.52

(3,050) 5.79 2.84 (3,050)) 5.79 2.84

Adjustable - - - 780 0.74 2.70 780 0.74 2.70

(780) 1.73 2.77 (780) 1.73 2.77
U. S.
dollars Fixed 23,725 7.49 6.63 178 8.98 2.99 6,095 6.81 3.67 29,998 7.36 6.01

(1,023) 9.19 3.12 (10,518) 6.29 5.69 (11,541) 6.55 5.46

Adjustable 1,213 5.14 3.59 12,111 5.49 6.26 10,646 5.77 5.64 23,970 5.59 5.85

(2,511) 5.57 2.31 (6,223) 5.78 3.62 (8,734) 5.72 3.24

Others Fixed 18,112 8.71 4.80 157 8.34 2.09 113 5.77 7.17 18,382 8.68 4.79

(16,029) 8.59 4.43 (424) 7.12 5.73 (16,453) 8.55 4.46

Adjustable 1,798 5.92 4.95 13 10.85 0.32 424 3.35 5.73 2,235 5.46 5.07

(2,149) 5.61 5.08 (113) 3.46 7.17 (2,262) 5.50 5.18

Total Fixed 84,595 6.86 5.32 5,877 15,936 106,408 6.79 4.82

(22,869) (16,943) (39,812) 6.95 4.70

Adjustable 4,437 4.65 4.00 22,331 17,129 43,897 4.31 4.83

(4,726) (16,122) (20,848) 4.31 3.16

Principal at face value 89,032 6.75 5.25 613 - 89,645 6.07

Net unamortized discount (1) - (1)
Total $89,031 6.75 5.25 $ 613 $ - $ 89,644 6.07

a. At June 30, 1997, the average repricing period of the net currency obligations for adjustable rate borrowings was four months.
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Short-term Borrowings and Swaps at June 30, 1998 and June 30, 1997

17 il/allons oULr S. do!tIl,r eqalixalelit

1998 1997

Interest lIntertist
Cur7-enczy r-cte Wgd. Curreny r-Ik W1td.

se.cal) atoswp Net a7l' sea' Y Ner avgl.

Raite Principal ,vtxable papvnahle ciurewc cost Prilcipal pavable pavrable (ci-rrene coist
CuI-rencl rxpe tts,;tanding (receivable) (-eceivable) oablig'atiaos ('/1) aucrvanding o (reivable) (recei/vable, nb/ligpatinas (')

Czech koruny Fixed $ 335 $ $ S 335 14.45 $ 220 $ S $ 22f) 10.8S

335) (335) 14.45 (220) (22(0) 10.88

Deutsche mark Adjustable - 319 319 3.09 - 394 394 2.80

Italian lire Fixed - - - 148 __ 148 6.80

__ (148) - 148) 6.80

Adjustable 42 - 42 0.78 - _ - - -

(42) - (42) 0.78

Japanese yen Fixed - 95 88 183 3.16

(95) - (95) 5.93

Adjustable - 25 25 1).09

New Zealand Fixed 25 - - 25 7.94 137 - _ 137 7.96
dollars

(25) - (25) 7.94 (137) - (137) 7.96

Slovak koruny Fixed _ - - 67 - _ 67 (2.65

(67) - (67) 12.65

Polish zlotys Fixed 29 - 29 20.12

(29) (29) 20.12 - - - -

U. S. dollars Fixed 3.985 - - 3,985 5.45 4.115 120 - 4,235 5.46

- (100) (100) 5.72 (900) (900) 4.65

Adjustable 1 709 1,126 100 2.935 5.15 2,200 877 9(1)( 3.977 5.31

(333) (333) 5.13 (112) (112) 5.40

South African Fixed 600 - 600 13.98 657 - _ 657 15.07

(600) - (600) 13.98 (657) - (657) 15.07

Total Fixed 4,974 - 4,974 7.19 5,439 2(8 - 5.647 6.90

(989) (100) (1.089) 13.39 (1,324) (900) (2.224) 8.99

Adjustable 1.751 1.470 100 3,321 4.85 2.200 1,271 900 4,371 5.09

_________ (375) (375) 4.64 (112) (112) 5.40

Principal at face value 6.725 106 6.831 5.20 7.639 43 - 7,682 5.28

Net unamortized premium 4 4 9 9

Total $6.729 $ 106 $ $ 6.835 5.20 $7.648 S 43 $ S7,691 5.28

a. At June 30. 1998. the average repricing period of the net currency obligations for short-term borrowings was less than one month (three
months-June 30. 1997).
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The matunty structure of IBRD's Medium-and Long-term borrowings outstanding at June 30, 1998 and June 30, 1997 is as
follows:

In millions

Period 1998

July 1, 1998 through June 30, 1999 ............................................................ $ 8,573
July 1, 1999 through June 30, 2000 ............................................................ 17,107
July 1, 2000 through June 30, 2001 ....................................................... ..... 13,466
July 1, 2001 through June 30, 2002 ............................................................ 9,785
July 1, 2002 through June 30, 2003 ............................................................. 14,153
July 1, 2003 through June 30. 2008 ............................................................ 22,987

Thereafter ............................................................ 10,671

Total ............................................................ $96,742

ln millions

Period 1997

July 1, 1997 through June 30, 1998 ............................................................ $13,185
July 1, 1998 through June 30, 1999 ............................................................. 9.492
July 1, 1999 through June 30, 2000 ............................................................ 17,430
July I 2000 through June 30, 2001 ............................................................. 8,173
July 1 2001 through June 30, 2002 ............................................................ 9,498
July 1, 2002 through June 30, 2007 ............................................................ 21,806

Thereafter ............................................................. 9,448

Total ............................................................ $89,032
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The following table reflects the carrying and estimated lair values of the borrowings portfolio at June 30, 1998 and June 30,
1997:

Io millions

1998 1997

Carrn'ing Estimkated Currying Estimated
value fair x'alhe valute fair ivhte

Short-term ........................... $ 6.729 $ 6.793 $ 7.648 $ 7.699

Medium- and long-term ........................... 96,860 105.102 89.031 96.310

Swaps

Currency

Pavab e ............ ............... 57,755 60.073 29.687 30.098

Receivable .(55.767) (58.911) (29.031) (30.375)

Interest rate .... ....................... (201) - 654

Swaptions.pt s ... I

Total ....... .................... 5105.577 $1 12.856 $ 97.335 5104,387

Note: * Less than $0.5 million.

The estimated fair values are based on quoted market prices where such prices are available. Where no quoted market price is
available, the fair value is estimated based on the cost at which IBRD could currently undertake borrowings with similar terms
and remaining maturities, using the secondary market yield curve. The fair value of swaps represents the estimated cost of
replacing these contracts on that date.

Note E-Credit Risk

Counittry Credit Risk: This risk includes potential losses arising from protracted arrears on payments from borrowers. IBRD
manages country credit risk through individual country exposure limits according to creditworthiness. These exposure limits
are tied to performance on macroeconomic and structural policies. In addition, IBRD establishes absolute limits on the share
of outstanding loans to any individual borrower. The country credit risk is further managed by financial incentives such as pric-
ing loans using IBRD's own cost of borrowing and partial interest charge waivers conditioned on timely payment that give bor-
rowers self-interest in IBRD's continued strong intermediation capacity. Collectibility risk is covered by the Accumulated
Provision for Loan Losses. IBRD also uses a simulation model to assess the adequacy of its reserves in the case a major bor-
rower, or group of borrowers, stops servicing its loans for an extended period of time.

Commercial Credit Risk: For the purpose of risk management, IBRD is party to a variety of financial instruments, certain of
which involve elements of credit risk in excess of the amount recorded on the balance sheet. Credit risk exposure represents
the maximum potential accounting loss due to possible nonperformance by obligors and counterparties under the terms of the
contracts. Additionally. the nature of the instruments involve contract value and notional principal amounts that are not
reflected in the basic financial statements. For both on- and off-balance sheet securities, IBRD limits trading to a list of autho-
rized dealers and counterparties. Credit risk is controlled through application of eligibility criteria and volume limits for trans-
actions with individual counterparties and through the use of mark-to-market collateral arrangements for swap transactions.
IBRD may require collateral in the form of cash or other approved liquid securities from individual counterparties in order to
mitigate its credit exposure.
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The contract value/notional amounts and credit risk exposure, as applicable, of these financial instruments at June 30, 1998
and June 30, [997 are given below:

In millions

1998 1997

INVESTMENTS - TRADING PORTFOLIO

Futures and forwards
* Long position ......................................................... $ 6,205 $ 6,620
* Short position ......................................................... 3,282 6,675
* Credit exposure due to potential nonperformance by counterparties ........... 2 1

Options
* Long position ......................................................... - 134

Currency Swaps
* Credit exposure due to potential nonperformance by counterparties ........... 255 36

Cross Currency Interest Rate Swaps
* Credit exposure due to potential nonperformance by counterparties .......... 15 -

Interest Rate Swaps
• Notional principal . , ............... 7,453
D Credit exposure due to potential nonperformance by counterparties ..........

BORROWINGS PORTFOLIO

Currency swaps
* Credit exposure due to potential nonperformance by counterparties ........... 1,964 1,255

Interest rate swaps
* Notional principal ......................................................... 46,718 33,965
* Credit exposure due to potential nonperformance by counterparties ........... 1,043 393

Swaptions
* Notional principal .............. ................................ . ......... 30 74
* Credit exposure due to potential nonperformance by counterparties ..........

Note: * Less than $0.5 million.

Note F-IRetained Earnings, Allocations and Transfers

Retained Earnings: Retained Earnings comprises the following elements at June 30, 1998 and June 30, 1997:

In dnillions

1998 1997

Special reserve ............. ......................... $ 293 $ 293

General reserve ............... 14,659 14,159

Pension reserve .............. ........................ 112 -

Surplus ....................................... 426 457

Unallocated net income .................. 1,243 1,285

Total ...................................... $16,733 $16,194
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On July 31, 1997. the Executive Directors allocated $500 million of the net income earned in the fiscal year ended June 30.
1997 to the General Reserve and $112 million to the Pension Reserve, representing the difference between actual funding of
the Staff Retirement Plan (the Plan) and the Plan's accounting expenses for the fiscal year 1997. This Pension Reserve would
be reduced if in any future fiscal year pension accounting expenses were to exceed the actual funding of the Plan. On Septem-
ber 25, 1997. the Board of Governors approved the following transfers out of unallocated Net Income: an amount equivalent to
$304 million in SDRs (valued at June 30, 1997) to IDA by way of grant, an immediate grant of $250 million to the Heavily
Indebted Poor Countries Debt Initiative Trust Fund, and $119 million to Surplus. On April 6. 1998, the Board of Governors
approved a transfer from Surplus. by way of grant, in the amount of $150 million to MIGA to be used as part of MIGA's capital
resources to strengthen its financial position. On July 13, 1998, the Board of Governors approved a transfer from Surplus. by
way of grant. in the amount of 590 million to the Trust Fund for Gaza and West Bank. As this transfer had not been approved
by the Board of Governors at June 30, 1998, no payable had been recognized at that date.

Transfers to Intern ationalDevelopmenttAssociationl: The Board of Governors had approved aggregate transfers through June
30, 1997 to IDA totaling $5,431 million from unallocated Net Income. On September 25, 1997, the Board of Governors
approved a transfer to ID9A. by way of grant, of $304 million in an equivalent amount in SDRs out of unallocated Net Income.
At June 30. 1998 and June 30. 1997. there were no payables to IDA.

Transfers to Debt Reduiction Facility for IDA-Onily Countries: The Board of Governors had approved aggregate transfers
through June 30, 1997 to the Debt Reduction Facility for IDA-Only Countries totaling $300 million. At June 30. 1998,
S100 million ($1 18 million-June 30, 1997) remained payable.

Transfer to Trufst Fundjfor Gaza and West Bank: The Board of Governors had approved aggregate transfers through June 30.
1997 to the Trust Fund for Gaza and West Bank. totaling $230 million. At June 30, 1998. $22 million ($83 million-June 30.
1997) remained payable.

Transfers to the Heavily Indebted Poor Countries Debt Iinitiative Trust Fund: At June 30. 1997, the Board of Governors had
approved aggregate transfers to the HIPC Debt Initiative Trust Fund totaling $500 million. On September 25, 1997. the Board
of Governors approved a transfer to the HIPC Debt Initiative Trust Fund, by way of grant, of $250 million out of unallocated
Net Income. At June 30. 1998 and June 30, 1997, there were no payables to the HIPC Debt Initiative Trust Fund.

Tiransfer-s to Mulltilateral Investinent Gutarantee Agency: On April 6. 1998, the Board of Governors approved a transfer from
Surplus. by way of grant, in the amount of $150 million to MIGA to be used as part of MIGA's capital resources to strengthen
its financial position. At June 30, 1998. there was no payable to MIGA.

Note G-Adminisitrative Expenses and Contributions to Special Programs

In fiscal year 1995 the Executive Directors authorized expenditures for costs associated with planned staff reductions. The cost
of this program charged through fiscal year 1997 was $112 million, of which $45 million was allocated to IDA. During the fis-
cal year ended June 30. 1998, all remaining staff previously identified for separation under this program began receiving sever-
ance payments. The total cost under this program was S87 million. The difference of $25 million has been taken back into
income as a reduction of administrative expenses, of which $10 million had been allocated to IDA as a reduction of the man-
agement fee charged to IDA. At June 30. 1998. $82 million ($64 million-June 30, 1997. $26 million-June 30, 1996) has
been charged against the accrual of $87 million. This accrual included costs associated with job search assistance. training.
outplacement consulting, pension plan contributions, medical insurance contributions and related tax allowances.

In March 1997 the Executive Directors approved a multiyear program of institutional renewal to improve IBRD's and IDA's
business processes, products and services, strengthen their human resources through more skilled and better trained staff, and
achieve a higher level of development effectiveness. Implementation of this program is expected to result in costs associated
with staff reductions during the fiscal years 1997 through 1999. Through June 30. 1998. 299 staff had been identified for sepa-
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ration at a cumulative cost of $48 million. Included in the total charge of $48 million are costs associated with outplacement
consulting, jot) search assistance, training, medical insurance plan contributions and related tax allowances. Of the total cumu-
lative charge of $48 million, $19 million has been charged to IDA. Of the total fiscal year charge of $38 million, $15 million
has been charged to IDA for the fiscal year ended June 30, 1998, consistent with normal cost apportionment procedures
applied in the calculation of the management fee.

Administrative Expenses for the fiscal years ended June 30, 1998, June 30, 1997, and June 30, 1996 are net of the following
amounts:

In millions

1998 1997 1996

Management fee charged to IDA ............................................. ... $360 $416 $508

Amounts charged to reimbursable programs ........................................... _ 104 108 102

Total redaction of Administrative Expenses ............................................ _ $464 $524 $610

Amounts charged to reimbursable programs include the following:

Charges allocated to IFC ... ............................................ $ 14 $ 21 $ 22

Charges allocated to MIGA ........................................ .1..... I I 

Contributions to special programs represent grants for agricultural research, the control of onchocerciasis, and other
developmental activities.

Note H-Trust Funds

IBRD, alone or jointly with IDA, administers on behalf of donors, including members, their agencies and other entities, funds
restricted for specific uses which include the cofinancing of IBRD lending projects, debt reduction operations, technical
assistance for borrowers including feasibility studies and project preparation, global and regional programs and research and
training programs. These funds are placed in trust and are not included in the assets of IBRD. The distribution of trust fund
assets by executing agent at June 30, 1998 and June 30, 1997 is as follows:

1998 1997

Total Total
fiducia;y Numberoof fiduciaiy Nutmberof

assets trustffund assets trust fund
(In millions) accounts (In millions) accounts

IBRD executed ............. $ 401 1,223 $ 552 1,622
Recipient executed ........ 1.512 1,035 1,513 1,236

Total. ........ ...... S1,913 2,258 $2,065 2,858
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The responsibilities of I BRD under these arrangements vary and range from services normally provided under its own lending
projects to full project implementation including procurement of goods and services. During the fiscal year ended June 30,
1998, IBRD received $14 million ($15 million-June 30. 1997 and 1996) as fees for administering trust funds. These fees
have been recorded as a reduction of Administrative Expenses.

Note I-Staff Retirement Plan

IBRD has a defined benefit retirement plan (the Plan) covering substantially all of its staff. The Plan also covers substantially
all the staff of IFC and MIGA. Under the Plan. benefits are based on the years of contributory service and the highest three-
year average of pensionable remuneration as defined in the Plan, with the staff contributing a fixed percentage of pensionable
remuneration, and IBRD contributing the remainder of the actuarially-determined cost of future Plan benefits. The actuarial
present values of P]an obligations throughout the fiscal year are determined at the beginning of the fiscal year by the Plan's
actuary. All contributions to the Plan and all other assets and income held for the purposes of the Plan are held by IBRD
separately from the other assets and income of IBRD, IDA, IFC and MIGA and can be used only for the benefit of the
participants in the Plan and their beneficiaries, until all liabilities to them have been paid or provided for. Plan assets consist
primarily of equity and fixed income securities, with smaller holdings of cash, real estate and other investments.

Net periodic pension income for the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996 consisted of the
following components:

In millions

1998 1997 1996

Service cost--benefits earned during the fiscal year $ 184 $ 189 $ 215

Interest cost on projected benefit obligation 353 339 356

Actual return on plan assets .(991) (1,452) (908)

Net amortization and deferral .157 821 433

Net periodic pension (income) cost..$297) $ (103) $ 96

The portion of this pension income related to IBRD that has been included in income for the fiscal year ended June 30, 1998 is
$182 million ($63 million-June 30. 1997, $60 million cost-June 30, 1996). The balance has been included as a reduction to
the management fee charged to IDA.
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The following table sets forth the Plan's funded status at June 30, 1998 and June 30, 1997:

In millions

1998 1997

Actuarial present value of benefit obligations
Accumulated benefit obligation

Vested ..................................................... . (4,029) $(3,684)
Nonvested ..................................................... (58) (49)

Subtotal .................................................... (4,087) (3,733)

Effect of projected compensation levels .......................................... (1,803) (1,783)
Projected benefit obligation .................................................... (5,890) (5,516)

Plan assets at fair value .................................................... 9,608 8,613
Plan assets in excess of projected benefit obligation ............................ 3,718 3,097
Remaining unrecognized net transition asset ....................................... (65) (78)
Unrecognized prior service cost .................................................... 58 66
Unrecognized net gain from past experience different from that

assumed and from changes in assumptions ..................................... (3,158) (2,872)

Prepaid pension cost ..................................................... $ 553 $ 213

Of the $553 million prepaid at June 30, 1998 ($213 million-June 30, 1997), $295 million is attributable to IBRD ($112
million-June 30, 1997) and is included in Miscellaneous Assets on the balance sheet. The remainder has been attributed to
IDA, IFC and MIGA.

The weighted-average discount rate used in determining the actuarial present value of the projected benefit obligation was
6.5 percent (7.5 percent-June 30, 1997). The effect of projected compensation levels was calculated based on a scale that
provides for a decreasing rate of salary increase depending on age, beginning with 11.0 percent (11.0 percent-June 30, 1997)
at age 20 arid decreasing to 4.5 percent (5.5 percent-June 30, 1997) at age 64. The expected long-term rate of return on assets
was 9 percent (9 percent-June 30, 1997).

Note J--Other Postretirement Benefits

IBRD provides other postretirement benefits for eligible active and retired staff through a Retired Staff Benefits Plan (RSBP)
that has several accounts. These benefits can be grouped in accounts under the RSBP of two major types, i.e., health insurance
and life insurance benefits and pension benefits administered outside the Staff Retirement Plan (discussed in Note I). IBRD
has designated assets to fund these liabilities (see Note B).

Health Insurance and Life Insurance Accounts (HILI): IBRD funds certain health insurance and life insurance benefits to
retirees under the HILI accounts of the RSBP. All staff who are enrolled in the insurance programs while in active service and
who meet certain requirements are eligible for benefits when they reach early or normal retirement age while working for
IBRD.

Retirees contribute a level amount toward life insurance based on the amount of coverage. Retiree contributions toward health
care are based on length of service and age at retirement. The actuarial present values of HILI obligations throughout the fiscal
year are det ermined at the beginning of the fiscal year.
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Supplemental Staff RetireMent Plani Accounts (SSRP): IBRD has Supplemental Staff Retirement Plan Accounts which cover
pensions payable in addition to those under the Staff Retirement Plan to eligible retirees.

All contributions to the HILL and the SSRP and all other assets and income held for purposes of the HILl and SSRP are held by
IBRD separately from the other assets and income of IBRD, IDA, IFC and MIGA. HILI and SSRP assets consist primarily of
fixed income and equity securities. The assets are designated to be utilized to meet IBRD's liabilities under the HILI and
SSRP. The value of the assets at June 30, 1998, is 51,456 million (see Note B).

During the fiscal year ended June 30, 1998. IBRD reviewed the status of the HILI and SSRP accounts and determined that the
assets and liabilities did not qualify for off-balance sheet accounting under SFAS 10(6 or SFAS 87. At June 30. 1998. the assets
and liabilities were recorded on IBRD's balance sheet resulting in income to IBRD of $113 million, of which $56 million
related to the cumulative effect of prior periods on retained earnings at June 30, 1997, and has been included in Effect of
Accounting Change on the income statement. The portions of the net assets attributable to IDA ($138 million-June 30, 1998).
IFC ($72 million-June 30. 1998) and MIGA (S2 million-June 30, 1998) have been included in Accounts Payable and
Miscellaneous Liabilities on the balance sheet. For the fiscal year ended June 30. 1998. the management fee charged to IDA
was reduced by $67 million representing IDA's share of the income.

The following table sets forth the HILl's and SSRP's status at June 30. 1998 and June 30, 1997:

HILI

1998 1997

Accumulate(d postretiremenit benefit obligation

Retirees ......................................................... $263 $320

Active employees eligible to retire ........................................................ 137 142

Other active plan participants ........................................................ _27 277

Total Liability. ........................................................ 627 $739

Iii J)2illiOIIS

SSRP

1998 1997

Accumulated postretirement benefit obligation

Vested ........................................................ $ 90 $ 75

Nonvestel..

Total Liability ......................................................... $ 90 $ 75
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Major Assumptions

HILI SSRP

1998 1997 1998 1997

Health care cost trend rates

From end of the fiscal year 5.0% 13.7%

To year 2010 and tlereafter 4.5% 5.5%

Discount ra:e 6.5% 7.5% 6.5% 7.5%

Effect of I GO increase in health care cost trend rates (in millions)

On APBO $121 $139

During the fiscal year ended June 30, 1998, health care cost trend rates were reduced after completing a five years' experience

study, reducing the accrued liability at June 30, 1998, from $808 million to $619 million. This change in the health care cost

trend rate resulted in income of $104 million for IBRD. which has been included in Effect of Accounting Change on the

income statement. The balance is attributable to IDA, IFC, and MIGA.
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Report of Independent Accountants

Deloitte Touche
Tohmatsu

(International Firm)
1900 M Street NW

0 VVWashington, DC

President and Board of Governors
International Bank for Reconstruction and Development

We have audited the accompanying balance sheet of the Intemational Bank for Reconstruction and
Development, including the summary statement of loans and the statement of subscriptions to capital
stock and voting power, as of June 30, 1998. and the related statements of income, changes in retained
earnings, changes in cumulative translation adjustment, and cash flows for the year then ended. These
financial statements are included in the Annual Report on pages 207 to 253. These financial statements
are the responsibility of the Intemational Bank for Reconstruction and Development's management. Our
responsibility is to express an opinion on these financial statements based on our audit. The financial
statements of the International Bank for Reconstruction and Development for the years ended June 30,
1997 and 1996 were audited by other auditors whose report, dated July 28, 1997, expressed an
unqualified opinion on those statements.

We conducted our audit in accordance with generally accepted auditing standards in the United States of
America and with International Standards on Auditing. Those standards require that wve plan and perform
the audit lo obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management. as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In oor opinion, such financial statements present fairly, in all material respects, the financial position of
the International Bank for Reconstruction and Development as of June 30, 1998, and the results of its
operations and its cash flows for the year then ended in conformity with generally accepted accounting
principles in the United States of America and with International Accounting Standards.

July 29, 1998

Beijing London Mexico City Moscow NewYork
Paris Tokyo Toronto
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Statement of Sources and Applications of Development
Resources
June 30, 1998 and June 30, 1997

Expressed in7 million2s of U.S. dollars

1998 1997

Applications of Development Resources

NET RESOURCES AVAILABLE FOR DEVELOPMENT ACTIVITIES

Cash and investments immediately available for disbursement

Due from banks .................................................................... $ 30 5 29

Obligations of governments and other official entities-Notes B and F ............. ............... 3,087 1,923

Securities purchased under resale agreements-Notes B and F ......................................... 362 121

Obligations of banks and other financial institutions-Notes B and F ............................... 3,566 3,174
Net payable on investment securities transactions-Notes B and F ................................... (1,513) (55)
Securities sold under repurchase agreements and payable for cash collateral received-

Notes B and F. .............. ...................................................... (1,308) (446)

4,224 4,746

Cash and investments not inmmediately available for disbursement

Due from banks ................................................................... 3 1

Obligations of governments and other official entities-Notes B and F ... ........................ 3,302 2,654

Securities purchased under resale agreements-Notes B and F ......................................... 513 15

Obligations of banks and other financial institutions-Notes B and F ............................... 2,485 811

Net payable on investment securities transactions-Notes B and F ................................... (93) (14)
Securities sold under repurchase agreements and payable for cash collateral received-

Notes B and F .......................................... 2......................... 2.385) (648)

3,825 2,819

Restricted cash and notes .................................................................... 57 66

Nonnegotiable, noninterest-bearing demand obligations on account of member
subscriptions and contributions ................................................................... 12,891 15.034

Other resources. net ................................................................... 545 239

Total net resources available for development activities ........................ ........................ 21,542 22,904

RESOURCES USED FOR DEVELOPMENT CREDITS
(see Summary Statement of Development Credits. Notes E, F and I)

Total development credits ................................................................. 97,908 96,473

Less undisbursed balance .............. ................................................ . . 19,892 20,349

Total resources used for development credits ................................................................. 78,016 76,124

Total applications of development resources ................................................................... $99,558 $99,028
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Statement of Sources and Applications of Development
Resources
June 30, 1998 and June 30, 1997

Expressed in millions of U.S. dollars

1998 1997

Sources of Development Resources

Member subscriptions and contributions
(see Statement of Voting Power, and Subscriptions and Contributions, Note C)

Unrestricted ................................................................... $94,257 $ 89,790

Restricted ................................................................... 286 286

Subscriptions and contributions committed .................................................................. 94,543 90,076

Less subscriptions and contributions receivable-Note C .................................................. 2,500 633

Subscriptions and contributions paid in .................................................................. 92,043 89,443

Deferred amounts receivable to maintain value of currency holdings ..................................... (230) (223)

Payments on account of pending membership-Note C .............................................................. 7 7
91,820 89,227

Transfers from the International Bank for Reconstruction and
Development-Note D ................................................................... 5,728 5,430

Heavily Indebted Poor Countries Debt Initiative (see Statement of Changes in Resources
Used for Heavily Indebted Poor Countries Debt Initiative, Note I) .................................... (168)

Cumulative translation adjustment on development credits (see Statement of Changes in
Cumulative Translation Adjustment on Development Credits) .(391) 2,373

Accumulated surplus (see Statement of Changes in Accumulated Surplus) ............. .............. 2,569 1,998

Total sources of development resources .................................... ............................... $99,558 $99,028

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Statement of Changes in Resources Used for Heavily
Indebted Poor Countries Debt Initiative
For the fiscal year ended June 30, 1998
Expressed in nmillions of U.S. dollars

1998

Balance at
beginning Additions Balance at

of thefiscal during the end of the
year fiscalyear fiscal year

Resources funding development grants-Note I
IBRD net income transfer ......................... 5.................................. $ 75 $ 75
Eleventh Replenishment donor funds. 

- 75 75

Write-down on sale of development credits-Note I 93 93

Total resources used ........................................................... $- $168 $168

Statement of Changes in Cumulative Translation Adjustment
on Development Credits
For the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996
Expressed in millionts of U.S. dollars

1998 1997 1996

Cumulative translation adjustment at beginning of the fiscal year ............. $ 2,373 $ 4,291 $ 8,823

Translation adjustment for the fiscal year .............................................. (2,764) (1,918) (4,532)

Cumulative translation adjustment at end of the fiscal year ....................... 391) $ 2,373 $ 41291

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Statement of Changes in Accumulated Surplus

For the fiscal years ended June 30, 1998, June 30, 1997, and June 30, 1996
Expressed in millions of U.S. dollars

1998 1997 1996

Income from development credits-Note E ............................................... $ 555 $ 537 $ 512

Income from investments-Note B ................................................... 527 450 345

Management fee charged by the International Bank for Reconstruction
and Development-Notes G and H ................................................... (222) (416) (508)

Amortization of discount on subscription advances .(6) (13) (9)

Changes from operations ................. .................................. 854 558 340

Effect of exchange rate changes on accumulated surplus ........................... (283) (350) (545)

Net changes ................................................... 571 208 (205)

Balance at beginning of the fiscal year ................................................... 1,998 1,790 1,995

Balance at end of the fiscal year ............................... .................... $2,569 $1,998 $1,790

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Statement of Cash Flows
For the fiscal years ended June 30, 1998, June 30, 1997 and June 30, 1996

Expressed in millions of U.S. dollars

1998 1997 1996

Cash flows from development activities
Development credit disbursements ................................................. $(5,432) $(5,836) S(5,884)
Development credit principal repayments ....................................... 682 615 563

(4,750) (5,221) (5,321)
Development grant disbursements .................................................. (74) 

Net cash used in development activities ................................ (4,824) (5,221) (5.321)

Cash flows from member subscriptions and contributions .................. 3,821 5,115 5,087

Cash flows from International Bank for Reconstruction and
Development transfers .................................................. 298 599 250

Cash flows from operating activities
Changes from operations ........................... ....................... 854 558 340
Less income from restricted investments ................................ ....... 241 175 80
Adjustments to reconcile changes from operations to net cash

provided by operating activities
Amortization of discount on subscription advances ................... 6 13 9
Net changes in other development resources ............................. (296) _ (27)

Net cash provided by operating activities .............................. 323 396 242

Effect of exchange rate changes on cash and investments
immediately available for disbursement .................................. ....... (140) (277) (417)

Net (decrease) increase in cash and investments immediately
available for disbursement .......... ........................................ (522) 612 (159)

Cash and investments immediately available for disbursement at
beginning of the fiscal year ................................................... 4.746 4,134 4,293

Cash and investments immediately available for disbursement at end
of the fiscal year .................................................. $ 4,224 $ 4,746 S 4,134

Supplemental disclosure
Decrease in ending balances of development credits outstanding

resulting from exchange rate fluctuations ..................... ............. $(2,764) $(1,918) $(4,532)
Write-down on sale of development credits ....................... ........... (93)

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Sumrnary Statement of Development Credits
June 30, 1998

Expressed in millions of U.S. dollars

Percentage of
Total Undisbursed Development development

development development credits credits
Borrower or guarantor credits credits] outstanding outstanding

Afghanistan $ 75 $ S 75 0.10
Albania 338 150 188 0.24
Angola 263 114 149 0.19
Armenia 361 119 242 0.31
Azerbaijan 263 140 123 0.16
Bangladesh 6,830 1,042 5,788 7.42
Benin 655 145 510 0.65
Bhutan 39 17 22 0.03
Bolivia 1,298 366 932 1.19
Bosnia and. Herzegovina 280 117 163 0.21
Botswana 10 - 10 0.01
Burkina Faso 782 136 646 0.83
Burundi 612 46 566 0.73
Cambodia 192 52 140 0.18
Cameroon 904 284 620 0.79
Cape Verde 93 30 63 0.08
Central African Republic 429 33 396 0.51
Chad 507 74 433 0.56
Chile 9 - 9 0.01
China 9,256 1,363 7,893 10.12
Colombia 9 - 9 0.01
Comoros 95 24 71 0.09
Congo, Democratic Republic of 1,208 - 1,208 1.55
Congo, Republic of 167 5 162 0.21
Costa Rica 2 - 2 *

C6te d'Ivoire 1,566 380 1,186 1.52
Djibouti 52 5 47 0.06
Dominica 15 2 13 0.02
Dominican Republic 16 - 16 0.02
Ecuador 24 - 24 0.03
Egypt, Arab Republic of 1,498 285 1,213 1.55
El Salvador 18 - 18 0.02
Equatorial Guinea 50 1 49 0.06
Eritrea 145 113 32 0.04
Ethiopia 2,547 1,008 1,539 1.97
Gambia, Thte 185 21 164 0.21
Georgia 351 125 226 0.29
Ghana 3,307 630 2,677 3.43
Grenada 10 3 7 0.01
Guinea 1,047 121 926 1.19
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Summary Statement of Development Credits (Continued)
June 30, 1998

Expressed in millions of U.S. dollars

Percentage of
Total Undisbursed Development development

development development credits credits
Borrower or guaranitor- credits credits] outstanding outstanding

Guinea-Bissau $ 254 $ 32 $ 222 0.28
Guyana 258 40 218 0.28
Haiti 552 75 477 0.61
Honduras 641 139 502 0.64
India 22,048 4,291 17,757 22.76
Indonesia 705 - 705 0.90
Jordan 64 - 64 0.08
Kenya 2,586 556 2,030 2.60
Korea, Republic of 73 - 73 0.09
Kyrgyz Republic 367 128 239 0.31
Lao People's Democratic Republic 527 165 362 0.46
Lesotho 229 63 166 0.21
Liberia 104 3 101 0.13
Macedonia, former Yugoslav Republic of 184 37 147 0.19
Madagascar 1,500 341 1,159 1.49
Malawi 1,641 259 1,382 1.77
Maldives 46 6 40 0.05
Mali 1,082 142 940 1.20
Mauritania 486 110 376 0.48
Mauritius 15 - 15 0.02
Moldova 78 43 35 0.04
Mongolia 155 52 103 0.13
Morocco 30 0 30 0.04
Mozambique 1,477 345 1,132 1.45
Myanmar 719 - 719 0.92
Nepal 1,326 267 1,059 1.36
Nicaragua 601 216 385 0.49
Niger 756 130 626 0.8
Nigeria 701 229 472 0.61
Pakistan 4,686 1,135 3,551 4.55
Papua New Guinea 99 - 99 0.13
Paraguay 32 - 32 0.04
Philippines 259 63 196 0.25
Rwanda 701 120 581 0.74
St. Kitts and Nevis 1 - 1 *

St. Lucia 14 3 11 0.01
St. Vincent and the Grenadines 9 2 7 0.01
Samoa 44 1 43 0.06
Sao Tome and Principe 64 6 58 0.07
Senegal 1,588 399 1,189 1.52
Sierra Leone 375 111 264 0.34
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Sumrnary Statement of Development Credits
June 30, 1998

Expressed in millions of U.S. dollars

Percentage of
Total Undisbursed Development development

development development credits credits
Borrower or guarantor credits credits1 outstanding outstanding

Solomon Islands $ 34 $ 3 $ 31 0.04
Somalia 401 401 0.51
Sri Lanka 1,915 398 1,517 1.94
Sudan 1,184 - 1,184 1.52
Swaziland 5 - 5 0.01
Syrian Arab Republic 33 - 33 0.04
Tajikistan 82 20 62 0.08
Tanzania 2,956 651 2,305 2.95
Thailand 97 - 97 0.12
Togo 720 140 580 0.74
Tonga 4 - 4 0.01
Tunisia 44 - 44 0.06
Turkey 115 - 115 0.15
Uganda 2,287 452 1,835 2.35
Vanuatu 16 3 13 0.02
Vietnam 1,622 925 697 0.89
Yemen, Republic of 1,274 274 1,000 1.28
Zambia 1,839 353 1,486 1.90
Zimbabwe 597 194 403 0.52
Subtotal members 5 97,810 19,874 77,936 99.90

West African Development Bank 2 50 - 50 0.06
Caribbean Development Bank 3 42 18 24 0.03
Subtotal regional development banks 92 18 74 0.09

Other 4 6 - 6 0.01

Total-June 30, 19985 $97,908 $19,892 $78,016 100.00

Total-June 30, 1997 $96,473 $20,349 $76,124

* Indicates amounts less than $0.05 million or less than 0.005 per cent.

NOTES

1. Of the undisbursed balance at June 30, 1998, IDA has entered into irrevocable commitments to disburse $366 million ($271 million-
June 30, 1997).

2. These development credits are for the benefit of Benin, Burkina Faso, C6te d'Ivoire, Mali, Niger, Senegal, and Togo.

3. These development credits are for the benefit of Grenada and territories of the United Kingdom (Associated States and Dependencies)
in the Caribbean region.

4. Represents development credits made at a time when the authorities on Taiwan represented China in IDA (prior to May 15, 1980).

5. May differ from the sum of individual figures shown because of rounding.
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Summary Statement of Development Credits (Continued)
June 30, 1998

Expressed in millions of U.S. dollars

Maturity Structure of Development Credits Outstanding

Period

July 1, 1998 throughJune 30, 1999 .................................................................................... $ 1,113

July 1. 1999 through June 30. 2000 ..................................................................................... 1,005

July 1, 2000 through June 30. 2001 ..................................................................................... 1,206

July 1, 2001 through June 30, 2002 ..................................................................................... I,405

July 1, 2002 through Jne 30, 2003 ..................................................................................... 1.597

July 1. 2003 through June 30, 2008 .................................................................................... 10.833

July 1. 2008 through June 30, 2013 .................................................................................... 13,787

July 1, 2013 through June 30. 2018 .................................................................................... 15,549

July 1, 20] 8 through June 30, 2023 .................................................................................... 14,323

July 1, 2023 through June 30, 2028 .................................................................................... 1]0.462

July 1, 2028 through June 30. 2033 .................................................................................... 5,467

July 1, 2033 through June 30, 2038 .................................................................................... 1,269

Total .................................................................................... $78,016
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Statement of Voting Power, and
Subsciriptions and Contributions
June 30, 1998
Expressed in millions of U.S. dollars

Subscriptions
and

Number of Percentage contributions
Member j votes of total committed

Part I Members

Australia 151,704 1.33 $ 1,608.5
Austria 75,801 0.67 799.5
Belgium 134,621 1.18 1,593.2
Canada 347,548 3.05 4,225.6
Denmark 111,300 0.98 1,254.0
Finland 71,899 0.63 623.8
France 479,750 4.21 6,667.8
Germany 794,427 6.97 11,019.9
Iceland 26,356 0.23 18.4
Ireland 32,790 0.29 114.8
Italy 333,416 2.93 3,670.0
Japan 1,204,375 10.57 20,124.0
Kuwait 69,834 0.61 649.1
Luxembourg 28,069 0.25 54.2
Netherlands 250,609 2.20 3,571.4
New Zealand 32,742 0.29 112.0
Norway 113,703 1.00 1,196.4
Portugal 26,958 0.24 33.9
Russian Federation 30,748 0.27 160.7
South Africa 32,235 0.28 85.5
Spain 61,878 0.54 464.5
Sweden 220,175 1.93 2,313.9
Switzerland 2 103,508 0.91 1,116.1
United Arab Emirates 1.367 0.01 5.6
United Kingdom 568,936 4.99 7,100.4
United States 1,699,109 14.91 23,431.5

Subtotal Part I Members 3 7,003,858 61.47 92,014.5

Part II Members

Afghanistan 13,557 0.12 1.3
Albania 26,406 0.23 0.3
Algeria 27.720 0.24 5.1
Angola 45,662 0.40 7.9
Argentina 112,879 0.99 58.0
Armenia 2,717 0.02 0.5
Azerbaijan 644 0.01 0.9
Bangladesh 67,075 0.59 7.3
Belize 1,788 0.02 0.2
Benin 5,297 0.05 0.6
Bhutan 14,179 0.12 0.1
Bolivia 32,911 0.29 1.4
Bosnia and Herzegovina 20,204 0.18 2.3
Botswana, 25,691 0.23 1.1
Brazil 184,760 1.62 102.0
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Statement of Voting Power, and
Subscriptions and Contributions (Continued)
June 30, 1998
Expressed in millions of U.S. dollars

Subsctiptions
and

Number of Percentage contributions
Member I votes of total commiiitted

Burkina Faso 21,645 0.19 $ 0.7
Burundi 23,006 0.20 1.0
Cambodia 10,322 0.09 1.3
Cameroon 18,254 0.16 1.3
Cape Verde 4,916 0.04 0.1
Central African Republic 10,920 0.10 0.6
Chad 10,990 0.10 0.6
Chile 31,782 0.28 4.5
China 238,608 2.09 40.1
Colombia 43,080 0.38 22.5
Comoros 13,141 0.12 0.1
Congo, Democratic Republic of 12,164 0.11 3.8
Congo, Republic of 8,864 0.08 0.6
Costa Rica 12,480 0.11 0.3
Cote d'Ivoire 21,152 0.19 1.3
Croatia 32,475 0.29 5.5
Cyprus 30,572 0.27 1.1
Czech Republic 43,572 0.38 27.0
Djibouti 532 * 0.2
Dominica 16,975 0.15 0.1
Dominican Republic 27,780 0.24 0.6
Ecuador 23,800 0.21 0.8
Egypt, Arab Republic of 54,542 0.48 6.8
El Salvador 6,244 0.05 0.4
Equatorial Guinea 6,167 0.05 0.4
Eritrea 25,295 0.22 0.1
Ethiopia 23,533 0.21 0.7
Fiji 9,423 0.08 0.7
Gabon 2,093 0.02 0.6
Gambia, The 17,083 0.15 0.4
Georgia 22,523 0.20 0.9
Ghana 25,431 0.22 3.0
Greece 47,996 0.42 27.8
Grenada 20,825 0.18 0.1
Guatemala 25,634 0.22 0.5
Guinea 28,087 0.25 1.3
Guinea-Bissau 7,049 0.06 0.2
Guyana 18,160 0.16 1.0
Haiti 19,479 0.17 1.0
Honduras 21,570 0.19 0.4
Hungary 85,266 0.75 36.5
India 367.195 3.22 55.1
Indonesia 112,274 0.99 14.1
Iran, Islamic Republic of 15,455 0.14 5.7
Iraq 9,407 0.08 1.0
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Statement of Voting Power, and
Subscriptions and Contributions
June 30, 1998
Expressed in millions of U.S. dollars

Subscriptions
and

Number of Percentage contributions
Member 1 votes of total coummitted

Israel 38,253 0.34 $ 3.6
Jordan 24,865 0.22 0.4
Kazakhstan 806 0.01 1.8
Kenya 29,995 0.26 2.2
Kiribati 6,691 0.06 0.1
Korea, Republic of 47,198 0.41 117.5
Kyrgyz Republic 2,700 0.02 0.5
Lao People's Democratic Republic 11,723 0.10 0.6
Latvia 614 0.01 0.7
Lebanon 8,562 0.08 0.6
Lesotho 25,849 0.23 0.2
Liberia 22,467 0.20 1.1
Libya 7,771 0.07 1.3
Macedonia, former Yugoslav Republic of 15,759 0.14 1.0
Madagascar 11,600 0.10 1.2
Malawi 29,384 0.26 1.0
Malaysia 44,457 0.39 3.4
Maldives 24,811 0.22 *

Mali 24,808 0.22 1.2
Marsball Islands 4,902 0.04 *

Mauritania. 13,064 0.11 0.6
Mauritius 31,411 0.28 1.2
Mexico 84,169 0.74 126.6
Micronesia, Federated States of 18,424 0.16 *

Moldova 612 0.01 0.7
Mongolia 24,389 0.21 0.3
Morocco 52,492 0.46 4.9
Mozambique 9,517 0.08 1.7
Myanmar 40,569 0.36 2.9
Nepal 28,345 0.25 0.7
Nicaragua 26,922 0.24 0.4
Niger 16,541 0.15 0.7
Nigeria 8,257 0.07 4.2
Oman 26,748 0.23 1.3
Pakistan 97,461 0.86 13.4
Palau, Republic of 504 * *

Panama 7,550 0.07
Papua New Guinea 13,050 0.11 1.1
Paraguay 11,419 0.10 0.4
Peru 13,524 0.12 2.2
Philippines 16,583 0.15 6.4
Poland 260,656 2.29 53.8
Rwanda 17,067 0.15 1.0
St. Kitts and Nevis 5,0S2 0.04 0.2
St. Lucia 24,503 0.22 0.2
St. Vincent and the Grenadines 514 * 0.1
Samoa 13,061 0.11 0.1
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Statement of Voting Power, and
Subscriptions and Contributions (Continued)
June 30, 1998
Expressed in millions of U.S. dollars

Subsceiptions
and

Numnbei of Peicentage contributions
Memnber votes of total commiztted

Sao Tome and Principe 6,634 0.06 $ 0.1
Saudi Arabia 395,891 3,47 2,083.2
Senegal 31,337 0.28 2.2
Sierra Leone 15.003 0.13 1.0
Slovak Republic 23,251 0.20 9.6
Slovenia 18,956 0.17 3.0
Solomon Islands 518 * 0.1
Somalia 10,506 0.09 1.0
Sri Lanka 48,488 0.43 4.0
Sudan 22,484 0.20 1.3
Swaziland 13,145 0.12 0.4
Syrian Arab Republic 7,651 0.07 1.2
Tajikistan 20,568 0.18 0.5
Tanzania 35,867 0.31 2.2
Thailand 48,488 0.43 4.1
Togo 21,543 0.19 1.0
Tonga 11,380 0.10 0.1
Trinidad and Tobago 770 0.01 1.6
Tunisia 2,793 0.02 1.9
Turkey 74,895 0.66 80.7
Uganda 20,421 0.18 2.2
Uzbekistan 746 0.01 1.5
Vanuatu 13.821 0.12 0.2
Vietnam 11.681 0.10 1.9
Yemen, Republic of 33,296 0.29 2.0
Zambia 30,372 0.27 3.4
Zimbabwe 15,012 0.13 5.0

Subtotal Part II Members 3 4,390,417 38.53 3,040.7

Total-June 30, 1998 2.3 11,394.275 100.00 $95,055.2

Total-June 30, 1997 10,793,523 $90,587.8

Indicates amounts less than S0.05 million or less than 0.005 percent.

NOTES

1. See Notes to Special Purpose Financial Statements-Note A for an explanation of the two categories of membership.

2. $512.3 million of Switzerland's subscription and contributions have not been included in the Statement of Sources and Applications of
Development Resources at June 30, 1998 and June 30, 1997 since this represents the difference between the total cofinancing grants of
$580.1 million provided by Switzerland directly to IDA borrowers as cofinancing grants between the fourth and the ninth
replenishments of IDA resources, and the July 1992 contribution by Switzerland of $67.8 million.

3. May differ from the sum of individual figures shown because of rounding.

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Notes to Special Purpose Financial Statements

Note A-Organization, Operations and Significant Accounting and Related Policies

Purpose aind Affiliated Organizations

The International Development Association (IDA) is an international organization established on September 24, 1960 to
promote economic development in the less developed areas of the world included in IDA's membership by providing financing
on concessionary terms. IDA has three affiliated organizations, the International Bank for Reconstruction and Development
(IBRD), the International Finance Corporation (IFC), and the Multilateral Investment Guarantee Agency (MIGA). Each of
these organizations is legally and financially independent from IDA, with separate assets and liabilities, and IDA is not liable
for their respective obligations. The principal purpose of IBRD is to promote the economic development of its member
countries, primarily by providing loans and related technical assistance for specific projects and for programs of economic
reform in developing member countries. IFC's purpose is to encourage the growth of productive private enterprises in its
member countries through loans and equity investments in such enterprises without a member's guarantee. MIGA was
established to encourage the flow of investments for productive purposes among member countries and, in particular, to help
developing member countries by providing guarantees against noncommercial risks for foreign investment in its developing
member countries.

Summary of Significant Accounting and Related Policies

Due to the nature and organization of IDA, these financial statements have been prepared for the specific purpose of reflecting
the sources and applications of member subscriptions and contributions and are not intended to be a presentation in accordance
with generally accepted accounting principles in the United States or with International Accounting Standards. These special
purpose financial statements have been prepared to comply with Article VI, Section 11(a) of the Articles of Agreement of
IDA.

IDA's special purpose financial statements are prepared in accordance with the accounting policies outlined below.

Certain reclassifications of the prior years' information have been made to conform to the current year's presentation.

Basis of Accounting

IDA's special purpose financial statements are prepared on the accrual basis of accounting. That is, the effects of transactions
and other events are recognized when they occur (and not as cash or its equivalent is received or paid) and are recorded in the
accounting records and reported in the financial statements of the periods to which they relate.

Translation of Currencies

IDA's special purpose financial statements are expressed in terms of U.S. dollars solely for the purpose of summarizing IDA's
financial position and the results of its operations for the convenience of its members and other interested parties.

IDA is an international organization which conducts its operations in the currencies of all of its members. Development
resources and sources of development resources are translated at market exchange rates in effect at the end of the accounting
period, except Member Subscriptions and Contributions which are translated in the manner described below. Income and
expenses are translated at either the market exchange rates in effect at the dates on which they are recognized, or at an average
of the market exchange rates in effect during each month. Translation adjustments relating to the revaluation of development
credits denominated in Special Drawing Rights (SDRs) are charged or credited to Cumulative Translation Adjustment on
Development Credits. Other translation adjustments are charged or credited to the Accumulated Surplus.
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Notes to Special Purpose Financial Statements (Continued)

Member Subscriptions and Contributions

Recognition

Member Subscriptions and Contributions for each IDA replenishment are recorded in full as Subscriptions and Contributions
Committed upon effectiveness of the relevant replenishment. Replenishments become effective when IDA has received
commitments from members for subscriptions and contributions of a specified portion of the full replenishment. Amounts not
yet paid in, at the date of effectiveness, are recorded as Subscriptions and Contributions Receivable and shown as a reduction
of Subscriptions and Contributions Committed. These receivables come due throughout the replenishment period (generally
three years) in accordance with an agreed maturity schedule. The actual payment of receivables when they become due from
certain members is conditional upon the respective member's budgetary appropriation processes.

The Subscriptions and Contributions Receivable are settled through payment of cash or deposit of nonnegotiable, noninterest-
bearing demand notes. If the receivable is settled in cash, the cash is recorded in Cash and Investments Not Immediately
Available for Disbursement, until such time as it becomes available in accordance with the replenishment agreement. The
notes are encashed by IDA as provided in the relevant replenishment resolution over the disbursement period of the credits
committed under the replenishment and the cash received is recorded in Cash and Investments Immediately Available for
Disbursement.

In certain replenishments, donors have had the option of paying all of their subscription and contribution amount in cash
before it becomes due and receiving a discount. In these cases, IDA and the donor agree that IDA will invest the cash and retain
the income. The related subscription and contribution is recorded at the full undiscounted amount. The cash and investments
are recorded in Cash and Investments Not Immediately Available for Disbursement until the relevant due date, at which time
the cash and investments become available. The discount is recorded in Subscriptions and Contributions Receivable and
amortized over the projected encashment period.

Under the Articles of Agreement and the arrangements goveming replenishments, IDA must take appropriate steps to ensure
that, over a reasonable period of time, the resources provided by donors for lending by IDA are used on an approximately pro
rata basis. As discussed in the previous paragraph, donors sometimes contribute resources substantially ahead of their pro rata
share. Unless otherwise agreed, IDA does not disburse these funds ahead of donors' pro rata shares. Cash and Investments Not
Immediately Available for Disbursement represents the difference between the amount contributed and the amount available
for disbursements on a pro rata basis.

Transfers to IDA from IBRD are recorded as Sources of Development Resources and are receivable upon approval by IBRD's
Board of Govemors.

For the purposes of its financial resources, the membership of IDA is divided into two categories: (1) Part I members, which
make payments of subscriptions and contributions provided to IDA in convertible currencies which may be freely used or
exchanged by IDA in its operations and (2) Part II members, which make payments of ten percent of their initial subscriptions
in freely convertible currencies, and the remaining ninety percent of their initial subscriptions, and all additional subscriptions
and contributions in their own currencies or in freely convertible currencies. Certain Part II members provide a portion of their
subscriptions and contributions in the same manner as mentioned in (1) above. IDA's Articles of Agreement and subsequent
replenishment agreements provide that the currency of any Part II member paid in by it may not be used by IDA for projects
financed by IDA and located outside the territory of the member except by agreement between the member and IDA. The cash
paid and notes deposited in nonconvertible local currencies for the subscriptions of Part II members are recorded in Restricted
Cash and Notes.
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Valuation

The subscriptions and contributions provided through the Third Replenishment are expressed in terms of "U.S. dollars of the
weight and fineness in effect on January 1, 1960" (1960 dollars). Following the abolition of gold as a common denominator of
the monetary system and the repeal of the provision of the U.S. law defining the par value of the U.S. dollar in terms of gold,
the pre-existing basis for translating 1960 dollars into current dollars or any other currency disappeared. The Executive
Directors of IDA have decided, with effect on that date and until such time as the relevant provisions of the Articles of
Agreement are amended, that the words "U.S. dollars of the weight and fineness in effect on January 1, 1960" in Article II,
Section 2(b) of the Articles of Agreement of IDA are interpreted to mean the SDR introduced by the International Monetary
Fund as the SDR was valued in terms of U.S. dollars immediately before the introduction of the basket method of valuing the
SDR on July 1, 1974, such value being equal to $1.20635 for one SDR (the 1974 SDR), and have also decided to apply the
same standard of value to amounts expressed in 1960 dollars in the relevant resolutions of the Board of Governors.

The subscriptions and contributions provided through the Third Replenishment are expressed on the basis of the 1974 SDR.
Prior to the decision of the Executive Directors, IDA had valued these subscriptions and contributions on the basis of the SDR
at the current market value of the SDR.

The subscriptions and contributions provided under the Fourth Replenishment and thereafter are expressed in members'
currencies or SDRs and are payable in members' currencies. Beginning July 1, 1986, subscriptions and contributions made
available for disbursement in cash to IDA are translated at market exchange rates in effect on the dates they were made
available. Prior to that date, subscriptions and contributions which had been disbursed or converted into other currencies were
translated at market exchange rates in effect on dates of disbursement or conversion. Subscriptions and contributions not yet
available for disbursements are translated at market exchange rates in effect at the end of the accounting period.

Article IV, Section 2(a) and (b) of IDA's Articles of Agreement provides for maintenance of value payments on account of the
local currency portion of the initial subscription whenever the par value of the member's currency or its foreign exchange value
has, in the opinion of IDA, depreciated or appreciated to a significant extent within the member's territories, so long as, and to
the extent that, such currency shall not have been initially disbursed or exchanged for the currency of another member. The
provisions of Article IV, Section 2(a) and (b) have by agreement been extended to cover additional subscriptions and
contributions of IDA through the Third Replenishment, but are not applicable to those of the Fourth and subsequent
replenishments.

The Executive Directors decided on June 30, 1987 that settlements of maintenance of value, which would result from the
resolution of the valuation issue on the basis of the 1974 SDR, would be deferred until the Executive Directors decide to
resume such settlements. These amounts are shown as Deferred Amounts Receivable to Maintain Value of Currency Holdings.

Development Credits

All development credits are made to or guaranteed by member governments or to the government of a territory of a member
(except for development credits which have been made to regional development banks for the benefit of members or territories
of members of IDA). In order to qualify for lending on IDA terms, a country's per capita income must be below a certain level
and the country may have only limited or no creditworthiness for IBRD lending. Development credits carry a service charge of
0.75 percent and generally have 35- or 40-year final maturities and a 10-year grace period for principal payments.
Development credits are carried in the Special Purpose Financial Statements at the full face amount of the borrowers'
outstanding obligations.

It is the practice of IDA to place in nonaccrual status all development credits made to a member government or to the
government of a territory of a member if principal or charges with respect to any such development credit are overdue by more
than six months, unless IDA's management determines that the overdue amount will be collected in the immediate future. In
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addition, if loans by IBRD to a member government are placed in nonaccrual status, all development credits to that member
government will also be placed in nonaccrual status by IDA. On the date a member's development credits are placed in
nonaccrual status, charges that had been accrued on development credits outstanding to the member which remained unpaid
are deducted from the income from development credits of the current period. Charges on nonaccruing development credits are
included in income only to the extent that payments have actually been received by IDA. If collectibility risk is considered to
be particularly high at the time of arrears clearance, the member's credits may not automatically emerge from nonaccrual
status, even though the member's eligibility for new credits may have been restored. A decision on the restoration of accrual
status is made on a case-by-case basis after a suitable period of payment performance has passed from the time of arrears
clearance.

In fulfilling its mission, IDA makes concessional loans to the poorest countries, therefore there is significant credit risk in the
portfolio of development credits. Management continually monitors this credit risk. However, no provision for credit losses
has been established because it is not practicable to determine such an amount in view of the nature and maturity structure of
the credit portfolio. Should actual losses occur, they would be charged against IDA's Sources of Development Resources.

The repayment obligations of IDA's development credits funded from resources through the Fifth Replenishment are expressed
in the development credit agreements in terms of 1960 dollars. In June 1987 the Executive Directors decided to value those
development credits at the rate of $1.20635 per 1960 dollar on a permanent basis. Development credits funded from resources
provided under the Sixth Replenishment and thereafter are denominated in SDRs; the principal amounts disbursed under such
development credits are to be repaid in currency amounts currently equivalent to the SDRs disbursed.

Development Grants

The Eleventh Replenishment Resolution authorizes the use of Eleventh Replenishment donor funds to finance IDA
development grants in the context of the Heavily Indebted Poor Countries (HIPC) Debt Initiative. The fiscal year 1997 net
income transfer from IBRD also authorizes the use of such funds for IDA development grants.

Development grants are accrued by IDA upon their commitment.

Heavily Indebted Poor Countries Debt Initiative

IDA participates in a mulitilateral initiative (the HIPC Debt Initiative) to ensure that reform efforts of countries identified as
HIPCs will not be put at risk by unsustainable external debt burdens. Under the HIPC Debt Initiative, creditors are to provide
enhanced debt relief for those countries that have demonstrated good policy performance over an extended period in order to
bring their debt burdens to sustainable levels. As a part of this process, the HIPC Debt Initiative Trust Fund was established on
November 7, 1996, constituted by funds of donors including the IBRD, to help beneficiaries reduce their overall debt,
including IDA debt. The HIPC Debt Initiative Trust Fund is administered by IDA. IDA has not contributed to the HIPC Debt
Initiative Trust Fund.

Upon the signature of the ]IIPC Debt Relief Agreement between the member country and IDA, development credits identified
for sale are written down to their estimated net present value. On the settlement date, the estimated write-down is adjusted to
reflect the actual difference between the cash received and the carrying value of the development credits sold. For the purposes
of the HIPC Debt Relief Agreement, IDA acts both in its own capacity and as Administrator of the HIPC Debt Initiative Trust
Fund.

272 THE WORLD BANK ANNUAL REPORT 1998



Notes ito Special Purpose Financial Statements

Investments

IDA carries its investment securities and related financial instruments at market value. Both realized and unrealized gains and
losses are included in Income from Investments.

Interim Trust Fund

The Interim Trust Fund, established by IDA's Board of Governors in June 1996 as a part of the Eleventh Replenishment, is
administered by IDA to help fund operations approved during the period July 1, 1996 to June 30, 1997, as well as certain
additional operations approved after July 1, 1997. The development resources of the Interim Trust Fund have a separate legal,
procurement and accounting status. Credits financed by the Interim Trust Fund are made on the same terms and conditions as
those of IDA credits with two exceptions. First, eligibility for procurement under the Interim Fund Credits is extended only to
nationals of countries that either have contributed to the Interim Trust Fund or are eligible to borrow from IBRD or IDA.
Second, the Interim Fund Credits are approved by IDA's President after consultation with a committee of IDA's Executive
Directors representing the donors and eligible borrowers. Effective December 31, 1997, procurement restrictions were lifted
from SDR 700 million in Interim Trust Fund contributions that were unallocated. Charges paid by borrowers on Interim Fund
credits are received by IDA to compensate it for its services as administrator. The Interim Trust Fund is expected to be
terminated when the credits it financed have been substantially disbursed. Upon termination, its assets and liabilities will be
transferred to IDA.

Note B-investments

As part of its overall portfolio management strategy, IDA invests in government and agency obligations, time deposits and
related financial instruments with off-balance sheet risk.

Government and Agency Obligations: These obligations include marketable bonds, notes and other obligations. Obligations
issued or unconditionally guaranteed by govemments of countries require a minimum credit rating of AA if denominated in a
currency other than the home currency of the issuer, otherwise no rating is required. Obligations issued by an agency or
instrumentality of a govemment of a country, a multilateral organization or any other official entity require a credit rating of
AAA.

Time Deposits: Time deposits include certificates of deposit, bankers' acceptances, and other obligations issued or
unconditionally guaranteed by banks and other financial institutions.

Futures and Forwards: Futures and forward contracts are contracts for delayed delivery of securities or money market
instruments in which the seller agrees to make delivery at a specified future date of a specified instrument, at a specified price
or yield. Futures contracts are traded on regulated United States and intemational exchanges. IDA generally closes out most
open positions in futures contracts prior to maturity. Therefore, cash receipts or payments are mostly limited to the change in
market value of the futures contracts. Futures contracts generally entail daily settlement of the net cash margin.

Currency Swaps: Currency swaps are agreements in which two counterparties exchange specific amounts of two different
currencies at the outset and which repay over time according to a predetermined rule that reflects interest payments and
possibly amortization of principal. IDA is authorized to enter into currency swaps for periods not exceeding one year,
including covered forwards.

Options: Options are contracts that allow the holder of the option the right, but not the obligation to purchase or sell a financial
instrument at a specified price within a specified period of time from or to the seller of the option. The purchaser of an option
pays a premium at the outset to the seller of the option, who then bears the risk of an unfavorable change in the price of the
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financial instrument underlying the option. IDA only invests in exchange-traded options. The initial price of an option contract
is equal to the premium paid by the purchaser and is significantly less than the contract or notional amount. IDA does not write
uncovered option contracts.

Short Sales: Short sales are sales of securities not held in IDA's portfolio at the time of the sale. IDA must purchase the
security at a later date and bears the risk that the market value of the security will move adversely between the time of the sale
and the time the security must be delivered.

Repurchase and Resale Agreements and Securities Loans: Repurchase agreements are contracts under which a party sells
securities and simultaneously agrees to repurchase the same securities at a specified future date at a fixed price. The reverse of
this transaction is called a resale agreement. Securities loans are contracts under which securities are lent for a specified period
of time at a fixed price.
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A summary of IDA's investments immediately available for disbursement, by instrument, at June 30, 1998 and June 30, 1997 is
as follows:

In millions

1998 1997

Average Net gains Average Net gains
daily balance (losses) daily balance (losses)

Carrying during the for the Carrying during the for the
value fiscal year fiscal year value fiscal year fiscal year

Governmentandagencyobligations $3,087 $1,765 $15 $1,923 $1,928 $20
Time deposits ........................ 3,564 3,760 - 3,174 3,254
Futures and forwards .................... 3 (4) 1 (2)
Currency Swaps ........................ 2 1 - (3)
Options ... . . . . ............. * (*) * * (*)
Resale agreements ....................... 362 423 121 578

Repurchase agreements and
securities loans ....................... (1,308) (825) - (446) (562) _

$ 5,707 $5,127 $11 $4,772 $5,196 $18

Short sales ........................ $ (119) $ (4) $- $ (53) $ (100) $-

* Less than $0.5 million.

A summary of IDA's investments not immediately available for disbursement, by instrument, at June 30, 1998 and June 30,
1997 is as follows:

In millions

1998 1997

Average Net gains Average Net gains
daily balance (losses) daily balance (losses)

Carrying during the for the Carrying during the for the
value fiscal year fiscal year value fiscal year fiscal year

Govermmentandagencyobligations $ 3,301 $2,748 $47 $2,653 $2,089 $37
Time deposits ........................ 2,478 1,347 - 811 422
Futures and forwards ..................... 1 (*) 1 1 (1)
Currency Swaps ........................ 7 (*) -- (1)
Options ........................ - * (*) * * (*)
Resale agreements ........................ 513 199 15 131
Repurchase agreements and

securities loans ........................ (2,385) (1,140) - (648) (416)

$ 3,915 $ 3,155 $47 $2,832 $2,226 $36

Short sales ........................ $ (82) $ (2) $- $ (15) $ (42) $-

* Less than $0.5 million.
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A summary of the currency composition of investments immediately available for disbursement and not immediately available
for disbursement at June 30, 1998 and June 30, 1997 is as follows:

In millions of U.S. clollars equivalent

1998 1997

Not Not
Immediately immecliately Iiimmediately imnmediately
available for availablefor available for availablefor
d isbursemet disbursement Total disburseent disbursement Total

Canadian dollars .................. s - $ - $ _ $ 28 $ - $ 28
Deutsche mark ................... 1.924 728 2,652 1,652 528 2,180
French francs .................. 497 400 897 449 289 738
Japanese yen .................. 7 557 564 67 506 573
Pounds sterling .................. 1,253 548 1,801 917 324 1.241
U.S. dollars .................. 2,026 1,682 3,708 1,659 1.185 2,844

$5,707 $3,915 $9,622 $4,772 $2,832 $7.604

For the purpose of risk management, IDA is party to a variety of financial instruments, certain of which involve elements of
credit risk in excess of the amount reflected in the Statement of Sources and Applications of Development Resources. Credit
risk exposure represents the maximum potential accounting loss due to possible nonperformance by obligors and
counterparties under the terms of the contracts. Additionally, the nature of the instruments involve contract value and notional
principal amounts that are not reflected in the basic financial statements. For both on- and off-balance sheet securities, IDA
limits trading to a list of authorized dealers and counterparties. Credit limits have been established for each counterparty by
type of instrument and maturity category.

The credit risk exposure and contract value, as applicable, of these financial instruments at June 30, 1998 and June 30. 1997
are given below:

In millionis

1998 1997

Futures and Forwards
* Long position .$ 995 $1,880
* Short position .1,648 2.704
* Credit exposure due to potential nonperformance by counterparties 12 9

Options
* Long position .- 46

Currency Swaps
* Credit exposure due to potential nonperformance by counterparties 10

Note C-Member Subscriptions and Contributions

Subscriptions and Contributions Receivable: At June 30, 1998, receivables from subscriptions and contributions were $2,500
million ($633 million-June 30, 1997) of which $2 million ($564 million-June 30, 1997) was due and $2,498 million ($69
million-June 30, 1997) w1as not yet due.
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Subscriptions and contributions due at June 30, 1998 were as follows:

In millions

Amounts initially due on

July 1, 1997 through June 30, 1998 ................................................. $2
July 1, 1996 through June 30, 1997.
July 1, 1995 through June 30, 1996.
June 30, 1995 and earlier . .................................................

Total ................................................. $2

* Less than $0.5 million.

Subscriptions and contributions not yet due at June 30, 1998 will become due as follows:

In millions

Period

July 1, 1998 through June 30, 1999 ................................................. $2,428

July 1, 1999 through June 30, 2000 .......... ....................................... 23
Thereafter ................................................. 47

Total ................................................. $2,498

Eleventh Replenishment: In June 1996 the Board of Governors of IDA adopted resolutions authorizing the Eleventh
Replenishment of IDA's resources. The Eleventh Replenishment, which provides IDA with resources to fund credits and grants
committed during the period July 1, 1996 to June 30, 1999, became effective on February 12, 1998. The total amount of donor
contributions pledged during this period, including supplementary contributions provided by certain members, is equivalent to
SDR 6,929 million. Certain procurement restrictions apply to Eleventh Replenishment Credits financed by donor funds. As
part of the Eleventh Replenishment, an Interim Trust Fund consisting of donor contributions pledged equivalent to SDR 2,228
million has been established and is administered by IDA.

Membership: In February 1993 the Socialist Federal Republic of Yugoslavia ceased to be a member of IDA due to the
cessation of its membership in IBRD. Four of the five successor Republics-Bosnia and Herzegovina, the Republic of Croatia,
the Republic of Slovenia and the former Yugoslav Republic of Macedonia-have since become members of IDA. At June 30,
1998, the subscription and contributions allocated to the other successor country, the Federal Republic of Yugoslavia (Serbia
and Montenegro), are included under Payments on Account of Pending Membership.

Note D-Transfers from IBRD

IBRD's Board of Governors had approved aggregate transfers to IDA totaling $5,735 million through June 30, 1998 ($5,431)
million-June 30, 1997).
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Note E-Development Credits

At June 30, 1998, principal installments of $4 million and charges of $2 million payable to IDA on development credits, other
than those referred to in the following paragraph, were overdue by more than three months and the aggregate amounts
outstanding on these development credits were $505 million.

At June 30, 1998, the development credits made to or guaranteed by certain member countries with an aggregate principal
balance outstanding of $3,723 million ($3,235 million-June 30, 1997), of which $160 million ($130 million-June 30, 1997)
was overdue, were in nonaccrual status. At such date, overdue charges in respect of these development credits totaled $127
million ($108 million-June 30, 1997). If these development credits had not been in nonaccrual status, income from
development credits for the fiscal year ended June 30, 1998 would have been higher by $24 million ($24 million-June 30,
1997 and $24 million-June 30, 1996), which is net of charges received from such members during the period. A summary of
member countries with credits or guarantees in nonaccrual status is as follows:

In millions

June30, 1998

Principal and
Principal charges Non accruial

Borrower outstanding overdue since

With overdues
Afghanistan................... ................ $ 75 $ 14 June 1992
Central African Republic ................................... 396 4 February 1998
Congo, Democratic Republic of ............................. 1,208 98 November 1993
Congo, Republic of ................................... 162 2 November 1997
Liberia ................................... 101 19 April 1988
Somalia ................................... 401 48 July 1991
Sudan ................................... 1,184 102 January 1994

Total ................................... 3,527 287

Without overdutes
Bosnia and Herzegovina ................................... 163 - September 1992
Syrian Arab Republic ................................... 33 - April 1988

Total ...................................... $3,723 $287

On July 27, 1997, the Syrian Arab Republic and IDA entered into an agreement covering, among other things, the application
of Syria's overdue principal and charges. Under this agreement, Syria paid all its overdue principal and charges by October 31,
1997.

On June 22, 1998, Sierra Leone paid off all of its arrears and, as a result, its credits came out of nonaccrual status.
Development credits made to or guaranteed by Sierra Leone had been in nonaccrual status since January 15, 1998. During the
fiscal year ended June 30, 1997, no development credits came out of nonaccrual status.

Under the Fifth Dimension program established in September 1988, a portion of principal repayments to IDA is allocated on
an annual basis to provide supplementary IDA credits to IDA-eligible countries that are no longer able to borrow on IBRD
terms but have outstanding IBRD loans approved prior to September 1988 and have in place an IDA-supported structural
adjustment program. Such supplementary IDA credits are allocated to countries that meet specified conditions, in proportion to
each country's interest payments due that year on its pre-September 1988 IBRD loans. To be eligible for such IDA
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supplemental credits, a member country must meet IDA's eligibility criteria for lending, must be ineligible for IBRD lending
and must not have had an IBRD loan approved within the last twelve months. To receive a supplemental credit from the
program, a member country cannot be more than 60 days overdue on its debt-service payments to IBRD or IDA.

A summary of cumulative IDA credits committed and disbursed under this program from inception at June 30, 1998 and
June 30, 1997 is given below:

In millions

1998 1997

Commitments .................................. $1,590 $1,526
Less: Undisbursed .................................. 59 91

Disbursed and Outstanding .................................. $1,531 $1,435

Note F-Fair Value of Financial Instruments

Investments: Since IDA carries its investments at market value, the carrying amount represents the fair value of the portfolio.
These fair values are based on quoted market prices, where available. If quoted market prices are not available, fair values are
based on quoted market prices of comparable instruments. The fair value of short-term financial instruments approximates
their carrying value.

Development Credits: IDA development credits have a significant grant element because of the concessional nature of IDA's
terms. Discounting IDA's credits using the standard 10 percent discount rate of the Development Assistance Committee (DAC)
of the Organization for Economic Cooperation and Development provides an estimate for the grant element of IDA credits.
Using the 10 percent DAC discount rate indicates that the typical IDA credit contains a grant element of 75 percent to 80
percent of the nominal credit amount at the time the credit is committed. This grant element calculation considers interest
rates, maturity structures and grace periods for the credits. It does not consider credit risk, portfolio seasoning, multilateral and
sovereign credit preferences and other risks or indicators that would be relevant in calculating fair value. Estimating the
impact of these factors is not practicable. However, the fair value of Development Credits outstanding is substantially lower
than the $78,016 million reflected on the Statement of Sources and Applications of Development Resources at June 30, 1998.

Note G--lncome and Expenses

IDA receives charges paid by borrowers on Interim Fund Credits as compensation for its services as administrator.

IDA pays a management fee to IBRD representing its share of the administrative expenses incurred by IBRD. The
management fee for the fiscal year ended June 30, 1998 was reduced by $114 million ($72 million-June 30, 1997), allocated
from IBRD resulting from a re-evaluation of IBRD's pension expense methodology during fiscal year 1997. For the fiscal year
ended June 30, 1996, the management fee included $36 million of pension expense.

During the fiscal year ended June 30, 1998, the status of the other postretirement benefits was reviewed by IBRD and it was
determined that the assets and liabilities associated with these postretirement benefits did not qualify for off-balance sheet
accounting. At June 30, 1998, these assets and liabilities were recorded on IBRD's balance sheet. As a result of this change,
the management fee for the fiscal year ended June 30, 1998 was reduced by $133 million representing IDA's share of this
reduction.
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Note H-Trust Funds

IDA, alone or jointly with IBRD. administers on behalf of donors, including members, their agencies and other entities, funds
restricted for specific uses which include the cofinancing of IDA lending projects. debt reduction operations for IDA members,
technical assistance for borrowers including feasibility studies and project preparation, global and regional programs and
research and training programs. These funds are placed in trust and are not included in the development resources of IDA. At
June 30, 1998 and June 30. 1997. the distribution of trust fund assets by executing agent is as follows:

1998 1997

Totalfiduciary Number of Totalfiduciary Nuimlber of
assets trustfiind assets trustfund

(In million-s) accolnts (In1 millions) accouuts

IDA executed .................................... $ 958 524 $ 714 583
Recipient executed .................... ................ 479 459 512 510

Total .................................... $1,437 983 $1.226 1,093

The responsibilities of IDA under these arrangements vary and range from services normally provided under its own lending

projects to full project implementation including procurement of goods and services. IDA receives fees for administering trust
funds as a reduction of the Management Fee Charged by IBRD. During the fiscal year ended June 30, 1998, IDA received
$8.9 million ($11 million-June 30, 1997, $ 10 million-June 30, 1996) as fees for administering trust funds.

Note I-Impact from Heavily Indebted Poor Countries Debt Initiative Trust Fund

IDA's participation in the activities of the HIPC Debt Initiative takes the form of development grant funding in lieu of
development credit funding and the sale of development credits to the HIPC Trust Fund.

IDA Development Grants

At June 30, 1998, the cumulative position of the IDA development grants is as follows:

In mtlilliouls

Source of Funds

IBRD Net Income Eleventlh Replenishment
Transfer Donor Funds Total

Development grants - disbursed

Uganda .......................... $74 $- $ 74
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Sale of IDA Development Credits

IDA sells specific development credits to the HIPC Debt Initiative Trust Fund for cash at a price equivalent to the net present
value of the development credits, as calculated using the methodology agreed under the HIPC Debt Initiative. Following the
signature of the HIPC Debt Relief Agreement the development credits identified for sale are written down to their estimated
net present value. The amount of this write-down is shown as a reduction in Sources of Development Resources. The HIPC
Debt Initiative Trust Fund cancels these development credits.

At June 30, 1 998, the cumulative position of the sale of IDA development credits under the HIPC Debt Initiative is as follows:

In millions

Estimated Cash Estimated Reduction
Estimated Receivable in Sources of

Carrying Value (Net Present Value) Development Credits

Development credits - written down
awaiting settlement

Uganda ................. $177 $84 $93

Debt Service on Development Credits

The HIPC Debt Initiative Trust Fund also services selected IDA credits as they come due over a period of years. A summary
of amounts earmarked by country for this purpose and approved by the HIPC Debt Initiative Trust Fund from inception to June
30, 1998, is given below. These amounts are not recorded in the Statement of Sources and Applications of Development
Resources of IDA.

In millions

Country Amount

Ugandaa . .$52

a. The HIPC Debt Relief Agreement for Uganda was signed on April 17, 1998.
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Report of Independent Accountants on Special Purpose
Financial Statements

Deloite Touche
Tohmatsu

(International Firm)
1900 M Street NW

/0 ^Washington, DC

President and Board of Governors
International Development Association

We have audited the special-purpose statement of sources and applications of development resources, the
summary statement of development credits and the statement of voting power and subscriptions and
contributions of the International Development Association, as of June 30, 1998, and the related special-
purpose statements of changes in resources used for heavily indebted poor countries debt initiative, of
cumulative translation adjustment on development credits, of accumulated surplus and of cash flows for
the year then ended. These financial statements are included in the Annual Report on pages 255 to 281.
These financial statements are the responsibilitv of the International Development Association's
management. Our responsibility is to express an opinion on the financial statements based on our audit.
The special-purpose financial statements of the International Development Association for the year ended
June 30, 1997 were audited by other auditors whose report, dated Julv 28, 1997, expressed an unqualified
opinion on those statements and included an explanatory paragraph which described the basis of
accounting discussed in Note A to the financial statements.

We conducted our audit in accordance with generally accepted auditing standards in the United States of
America and with International Standards on Auditing. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

The accompanying special-purpose financial statements were prepared to reflect the sources and
applications of development resources and development credits, voting power, and subscriptions and
contributions of the International Development Association to comply with Article VI, Section I 1(a) of
the Articles of Agreement of the International Development Association, as discussed in Note A to the
special-purpose financial statements, and are not intended to be a presentation in conformitv with
generally accepted accounting principles in the United States of America or with International
Accounting Standards.

In our opinion, such special-purpose financial statements referred to above present fairlv, in all material
respects, the sources and applications of development resources, the development credits, voting power,
and subscriptions and contributions of the International Development Association at June 30, 1998, and
the changes in its resources used for heavily indebted poor countries, cumulative translation adjustment
and its cash flows for the year then ended, on the basis of accounting described in Note A.

This report is intended solely for the information of the Board of Governors, management and members
of the International Development Association. However, under the International Development
Association's Articles of Agreement, this report is a matter of public record and its distribution is not
limited.

July29, 1998

Beijing London Mexico City Moscow NewYork
Paris Tokyo Toronto
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Statement of Sources and Applications of Development
Resources
June 30, 1998 and June 30, 1997
Ex;pressed1 in nillions qf U.S. dollars

Applications of Development Resources 1998 1997

NET RESOURCES AVAILABLE FOR DEVELOPMENT ACTIVITIES

Cash and investments immediately available for disbursement
Due from banks ......................................................................... $ i4.3 1.1
Obligations of governments and other official entities-Notes B and D .............................. - (.6
Obligations of banks and other financial institutions-Notes B and D .............................. 389.8 41.3

404.1 43.0

Nonnegotiable. noninterest- bearing demand obligations on account of contributions .. 1................ 1981.4 2,538.9
Other resources, net ........................................................................ 3.0 (0.4)

Total net resources available for development activities ....................... 8.......................... 2,388.5 2,581.5

RESOURCES USED FOR INTERIM FUND CREDITS (see Summary Statement
of Interim Fund Credits. Notes D and E)

Total Interim Fund Credits ........................................................................ .285.5 1.628.0
Less undisbursed balance ........................................................................ 1,954.5 1,484.4

Total resotirces used tor Interim Fund Credits ................................................................. 331.0 143.6

Total applications of development resources ..................................... $ 795................................... $2719.5 $7,7251

Sources of Developmnent Resources

Contributions (see Statement of Contributions)
Contributions committed ....................................................................... $2,730.6 82,708.8
Less unamortized discou n t on contributions ....................................................................... 1.9 72.

2.728.7 2,706.8

Less contributions receivable-Note C ....................................................................... 3.0 3.8

Contributions paid in ....................................................................... 2 ,725.7 27703.0

Cumulative translation adjustment on Interim Fund Credits (see Statement of Changes in
Cumulative Translation Adjustment of Interim Fund Credits) ................ ................................ (9.5) 0. S

Accumulated surplus (see Statement of Changes in Accumulated SuLplus) ........ ........................ 3.3 (0.7)

Short-term bonowings 2....................................................................... - " .0

Total sources of development resources.$27 . $ 2....................................................................... $2719.5 $2725.1

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Statement of Changes in Cumulative Translation Adjustment
on Interim Fund Credits
For the fiscal years ended June 30, 1998 and June 30, 1997
Expressed in millions of U.S. dollars

1998 1997

Cumulative translation adjustment at beginning of the fiscal year ........................... .......................... $ 0.8 $-

Translation adjustment for the fiscal year ......... (......1....0.3) ... .................. .......... 0.8

Cumulative translation adjustment at end of the fiscal year .............................................................. $ (9.5) $ 0.8

Statement of Changes in Accumulated Surplus
For the fiscal years ended June 30, 1998 and June 30, 1997

Expressed in millionis of U.S. dollars

1998 1997

Income from investments-Note B ......................................................................... $14.4 $ 2.0

Amortization of discount on contribution advances ......................................................................... (0.3) (0.1)

Changes fron operations.14.1 1.9.................................... ............................ 14.1 1.9

Effect of exchange rate changes on accumulated surplus .................................................................... (Io. ]) (2.6)

N et changes ......................................................................... 4.0 (0.7)

Balance at beginning of the fiscal year ........................... ,,.,,.,,.,...... (0.7)

Balance at end of the fiscal year .............................. . . . . . ..... S 3.3 $(0.7)

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Statement of Cash Flows
For the fiscal years ended June 30, 1998 and June 30, 1997

Expressed in millions o1 U.S. do/lois

1998 1997

Cash flows from development activities
Interim Fond Credit disbursements .)............................................................................ St197.6) St 142.8)

Cash flows from financing activities
Net short-term borrowings ........ (2.................................................................... (22.0) .0
Donor contributions ............................................................................ 579.8 164.0

Net cash provided by financing activities ............................................................................. 557.8 186.0

Cash flows from operating activities
Changes h-om operations. ............................................................................ 14.1 i.9

Adjustments to reconcile changes from operations to net cash provided by operating activities
Amortization of discount on contribution advances ................................................................... 0.3 .
Net changes in other development resources ............................................. .............................. (4.2) 0.2

Net cash provided by operating activities ............................................................................. 1 0.2 2.

Effect of exchange rate chan-ges on cash and investments immediately available for disbursement ... 1 9.3) (2.4)

Net increase in cash and investments immediately available for disbursement ............... . ................. 361.1 43.0

Cash and investments immcdiately available for disbursement at beginning of the fiscal year ... ...... 43.0 =

Cash and investments immediately available for disbursement at end of the fiscal year....... ........ $ 404.1 S 43.0

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Summary Statement of Interim Fund Credits
June 30, 1998

Expressed in nlillions of U.S. dollars

Percentage
Total Undisbursed Credits of credits

Borrower or guarantor credits credits outstanding outstanding

Armenia $ 15.4 $ 13.0 $ 2.4 0.73
Bangladesh 147.8 147.8 - -
Bolivia 14.4 14.4 - -
Bosnia and Herzegovina 84.0 48.6 35.4 10.69
Burkina Faso 43.7 42.5 1.2 0.36
Cambodia 52.4 51.0 1.4 0.42
Chad 24.0 - 24.0 7.25
China 311.9 299.0 12.9 3.90
Comoros 6.8 6.8 - -
C6te d'lvoire 49.1 47.2 1.9 0.57
Egypt, Arab Republic of 68.6 65.4 3.2 0.97
Ghana 27.7 25.8 1.9 0.57
Guinea 24.0 23.6 0.4 0.12
India 610.9 604.0 6.9 2.08
Kenya 25.7 24.6 1.1 0.33
Kyrgyz Republic 42.6 21.3 21.3 6.44
Madagascar 92.2 21.5 70.7 21.36
Malawi 11.6 10.8 0.8 0.24
Mali 99.1 96.4 2.7 0.82
Mozambiqiue 92.0 - 92.0 27.79
Senegal 6.5 5.9 0.6 0.18
Sri Lanka 14.2 12.3 1.9 0.57
Uganda 120.4 77.6 42.8 12.93
Vietnam 276.4 271.5 4.9 1.48
Yemen, Republic of 12.2 11.6 0.6 0.18
Zimbabwe 11.9 11.9

Total-June 30, 19981 $2,285.5 $1,954.5 S331.0 100.00

Total-Jure 30, 1997 $1,628.0 $1,484.4 $143.6

NOTES

1. May dilfer from the sum of individual figures shown because of rounding.
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Summary Statement of Interim Fund Credits (Continued)
June 30, 1998

Expressed in inillijos of fJS. (h)llars

Maturity Structure of Interim Fund Credits Outstanding

Period

July 1, 1998 through June 30, 2(143.. ....................................................................................... $

July 1 2003 throughI June 30. 2008 ......................... 3........................................ ................... 16.5

July 1. 2008 through June 30. 2013 .66.7

July 1. 2013 through June 30. 20i X .......................... .......... ... 56.5

July 1 n 18 through JJune 30. 2023 ............................................................................................................................ 64.6

July 1. 20)'3 through June 3 ) 2028 ......................... ............................................................................. 4...................... 4 00

July 1. 202 8 through June 30. 2033..... 378

Juil 1 2033 through June 30. 2038.................. .... .............. 28.9

Total ....................................................................... 3...................................3............................................ .... 1.0

The Notes to Special Purpose Financial Statements are an integral part of these Statements.
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Statement of Contributions
June 30, 1998

Expressed in millions of U.S, dollars

Cototribntions
Donor deposited

Australia S 69.9
Austria 36.1
Belgium 55.8
Botswana 0.5
Brazil 6.5
Canada 149.1
Czech Republic 2.0
Denmark 48.5
Finland 20.9
France 273.5
Germany 399.0
Greece 1.9
Hungary 2.7
Iceland 1.3
Ireland 6.0
Italy 166.4
Japan 634.4
Korea, Republic of 8.4
Luxembourg 3.6
Mexico 4.6
Netherlands 214.0
New Zealand 5.7
Norway 67.1
Poland 1.2
Portugal 7.4
Russian Federation 10.7
Saudi Arabia 25.0
Slovak Republic 1.4
South Afrca 2.4
Spain 36.5
Sweden 108.2
Switzerland 61.5
Turkey 3.0
United Kingdom 295.2

Total-June 30, 1998' $2,730.6

Total-June 30, 1997 $2,708.8

NOTES

I . May ciffer from the sum of individual figures shown because of rounding,

The Notes to Special Purpose Financial Statements are an integral part of these Statements.

INTERIM TRUST FUND SPECIAL PURPOSE FINANCIAI. STATEMENTS 289



Notes to Special Purpose Financial Statements

Note A-Organization, Operations and Significant Accounting and Related Policies

Purpose

The Interim Trust Fund became effective on November 14, 1996.

The Interim Trust Fund, established by IDA's Board of Governors in June 1996. is administered by IDA to help fund
operations approved dur:ng the period July 1. 1996 to June 30, 1997, as well as certain additional operations approved after
July 1. 1997. The funds of the Interim Trust Fund have a separate legal, procurement and accounting status. Credits financed
by the Interim Trust Fund are made on the same terms and conditions as those of IDA credits with two exceptions. First,
eligibility for procurement under the Interim Fund Credits is extended only to nationals of countries that either have
contributed to the Interim Trust Fund or are eligible to borrow from the International Bank for Reconstruction and
Development (IBRD) or IDA. Second. the Interim Fund Credits are approved by IDA's President after consultation with a
committee of IDA's Executive Directors representing the donors and eligible borrowers. Effective December 31. 1997,
procurement restrictions were lifted from SDR 700 million in Interim Trust Fund contributions that were unallocated. Charges
paid by borrowers on Interim Fund Credits are received by IDA to compensate it for its services as administrator.

The Interim Trust Fund is expected to be terminated when the credits it financed have been substantially disbursed. Utpon
termination, its assets ancd liabilities will be transferred to IDA. Voting rights in IDA on account of contributions made to the
Interim Trust Fund will be allocated to contributors upon termination of the Interim Trust Fund.

Summary of Signiflicant Accounting and Related Policies

Due to the nature of the Interim Trust Fund, these financial statements have been prepared for the specific purpose of reflecting
the sources and applications of contributions and are not intended to be a presentation in accordance with generally accepted
accounting principles in the United States or with International Accounting Standards. These special purpose financial
statements have been prepared consistent with Article VI. Section I I (a) of the Articles of Agreement of IDA. and Section 2(e)
of the Board of Governors' Resolution establishing the Interim Trust Fund.

The Interim Trust Fund's special purpose financial statements are prepared in accordance with the accounting policies outlined
below.

Basis of Accounting

The Interim Trust Fund's special purpose financial statements are prepared on the accrual basis of accounting. That is, the
effects of transactions and other events are recognized when they occur (and not when cash or its equivalent is received or
paid) and are recorded in the accounting records and reported in the financial statements of the periods to which they relate.

Translation of Currencies

The Interim Trust Fund's special purpose financial statements are expressed in terms of U.S. dollars solely tor the purpose of
summarizing the Interim Trust Fund's financial position and the results of its operations for the convenience of its donors and
other interested parties.

The Interim Trust Fund conducts its operations in the various currencies contributed to it. Developmenit resources are
translated at market exchange rates in effect at the end of the accounting period. Contributions are translated in the manner
described below. Income and expenses are translated either at the market exchange rates in effect at the dates on which they are
recognized. or at an average of the market exchange rates in effect during each month. Translation adjustments relating to the
revaluation of Interim Fund Credits denominated in Special Drawing Rights (SDRs) are charged or credited to Cumulative
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Translation Adjustment on Interim Fund Credits. Other translation adjustments are charged or credited to the Accumulated
Surplus.

Contributions

Contributions to the Interim Trust Fund are paid in cash and nonnegotiable, noninterest-bearing demand notes. The demand
notes are encashed by IDA, on behalf of the Interim Trust Fund, on an approximately pro rata basis among donors, at
reasonable intervals over the projected encashment period (approximately seven years) to meet the Interim Trust Fund's
operational commitments.

Interim Trust Fund contributions are expressed and are payable in contributors' currencies, freely convertible currencies and
SDRs. Contributions made available for disbursement in cash are translated at market exchange rates in effect on the dates they
were made available. Contributions not yet available for disbursements are translated at market exchange rates in effect at the
end of the accounting period.

Interim Fund Credits

Interim Fund Credits finance specific development projects or programs. The policies, practices and procedures governing the
allocation of Interim Trust Fund resources, the selection and appraisal of projects or programs to be financed out of such
resources and the approval and administration of Interim Fund Credits, including the terms and conditions thereof, are the
same as those applicable with respect to development credits made under IDA's Eleventh Replenishment with the two
aforementioned exceptions.

Interim Fund Credits are denominated in SDRs and are to be repaid in currency amounts currently equivalent to the SDRs
disbursed. Plrincipal repayments of Interim Fund Credits will be part of the resources of the Interim Trust Fund until it is
terminated.

It is the practice to place in nonaccrual status all Interim Fund Credits made to a member government or to the government of
a territory of a member if principal or charges with respect to any such Interim Fund Credits are overdue by more than six
months, unless IDA management determines that the overdue amount will be collected in the immediate future. In addition, if
loans by IBRD or development credits by IDA to a member government are placed in nonaccrual status, all Interim Fund
Credits to that member government will also be placed in nonaccrual status by the Interim Trust Fund. On the date a member's
Interim Fund Credits are placed in nonaccrual status, charges that had been accrued by IDA, as administrator, on Interim Fund
Credits outstanding to the member which remained unpaid are deducted from IDA's income from development credits of the
culrent period. Charges on nonaccruing development credits are included in IDA's income only to the extent that payments
have actually been received by IDA. If collectibility risk is considered to be particularly high at the time of arrears clearance
the member's Interim Fund Credits may not automatically emerge from nonaccrual status, even though its eligibility for new
Interim Fund Credits may have been restored. A decision on the restoration of accrual status is made on a case-by-case basis
after a suitable period of payment performance has passed from the time of arrears clearance.

Investments

The Interim Trust Fund carries its investment securities and related financial instruments at market value. Both realized and
unrealized gains and losses are included in Income from Investments.
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Note B-Investments

Interim Trust Fund resources are invested in time deposits including certificates of deposit, bankers' acceptances, and other
obligations. A summary of the Interim Trust Fund's investment portfolio by instrument for Investments ImTmediately Available
for Disbursement at June 30, 1998 and June 30, 1997 is as follows:

lfldliOILS

1998 1997

Average Nct gains Average Net gains
daily baklanice, (Ilss.es) daily bakissce l.s)

Carrying duoing the fise the Carrying during tie tjr the
valuze fiscal yea fisc-al year- c'ahle fiscal lyva, fiscal year

Government and agency
obligations ............................ $ - S - $- $ (.6 $ 4.2 S-

Time deposits ... ....................... 389.8 286.8 - 41.3 44.4

$389.8 $286.8 8- $41.9 $48.6 $-

A suinmary of the currency composition of Investments Immediately Available for Disbursement at June 30. 1998 and June
30, 1997 is as follows:

In 1aillions ot U.S. dollar:s equilvalent

1998h 1997

Canadian dollars ........................................ $ - $ 5.5
Deutsche mark ....... ............... - 11.7
French francs ........................................ - 6.9
Japanese yen ......................................... - 10.4
Pounds sterline ......................... ................ - 7.4
U.S. dollars ......................................... 389.8

$389.8 $41.9
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Note C-D)onor Contributions

At June 30, 1998, receivables from contributions were $3.0 million ($3.8 mil]ion-June 30, 1997), all of which were not yet
due. Subscriptions and contributions not yet due at June 30, 1998 will become due as follows:

In nm/llons

Period

July 1, 1998 through June 30, 1999 ...................................... ........... S0.8

July 1, 1999 through June 30, 2000 .............................................. ... 0.8
Thereafter ................................................. 1.4

Total ................................................. $3.0

Note D-Fair Value of Financial Instruments

Investments: Since the Interim Trust Fund carries its investments at market value, the carrying amount represents the fair value
of the portfolio. These fair values are based on quoted market prices, where available. The fair value of short-term financial
instruments approximates their carrying value.

Interim Fund Credits: Interim Fund Credits have a significant grant element because of the concessional nature of their
terms. Discounting the Interim Fund Credits using the standard 10 percent discount rate of the Development Assistance
Committee (DAC) of the Organization for Economic Cooperation and Development provides an estimate for the grant element
of Interim Fund Credits. Using the 10 percent DAC discount rate indicates that the typical Interim Fund Credit contains a grant
element of 75 percent to 80 percent of the nominal credit amount at the time the credit is committed. This grant element
calculation considers interest rates, maturity structures and grace periods for the credits. It does not consider credit risk,
portfolio seasoning, multilateral and sovereign credit preferences and other risks or indicators that would be relevant in
calculating fair value. Estimating the impact of these factors is not practicable. However, the fair value of Interim Fund Credits
outstanding is substantially lower than the $331.0 million reflected on the Statement of Sources and Applications of
Development Resources.

Note E--lnterim Fund Credits

At June 30, 1998, Interim Fund Credits made to or guaranteed by Bosnia and Herzegovina with an aggregate principal balance
outstandinz of $35.4 million, ($5.2 million-June 30, 1997) none of which was overdue, were in nonaccrual status, consistent
with IBRE' and IDA policy by which all Bosnia and Herzegovina debt to these organizations is in nonaccrual status.

Note F--lncome and Expenses

Charges paid by borrowers on Interim Fund Credits are paid to IDA as compensation for its services as administrator of the
Interim Trust Fund.
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Report of Independent Accountants on Special Purpose
Financial Statements

Deloitte Touche
Tohmatsu

(International Firm)
1900 M Street NW

/0 JWashington, DC

President and Board of Governors
International Development Association
as Administrator of the Interim Trust Fund

We have audited the special-purpose statement of sources and applications of development resources, the
summary statement of Interim Fund Credits and the statement of contributions of the Interim Trust Fund, as ot
June 30. 1998, and the related special-purpose statements of changes in cumulative translation adjustment on
Interim Fund Credits, of accumulated surplus and of cash flows for the year then ended. These financial
statements are included in the Annual Report on pages 283 to 293. These financial statements are the
responsibilitv of the Intemational Development Association's management as Administrator of the Interim
Trust Fund. Our responsibility is to express an opinion on the financial statements based on our audit. The
special-purpose financial statements of the Interim Trust Fund for the year ended June 30, 1997 were audited
by other auditors whose report, dated July 28. 1997, expressed an unqualified opinion on those statements and
included an explanatory paragraph which described the basis of accounting discussed in Note A to the
financial statements.

We conducted our audit in accordance with generally accepted auditing standards in the United States of
America and with International Standards on Auditing. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis. evidence supporting the amounts and disclosures in the financial
statements. A.n audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our 3udit
provides a reasonable basis for our opinion.

The accompanying special-purpose financial statements were prepared to reflect the sources and applications
of development resources and the Interim Fund Credits, and contributions of the Interim Trust Fund to comply
with Section 2(e) of the Board of Govemors' Resolution of the International Development Association and
Article VI, Section I 1(a) of the Articles of Agreement. as discussed in Note A to the special-purpose financial
statements, and are not intended to be a presentation in conformity with generally accepted accounting
pinnciples in the United States of America or with Intemational Accounting Standards.

In our opinion, such special-purpose financial statements referred to above present fairly, in all material
respects, the sources and applications of development resources, the Interim Fund Credits, and contributions
of the Interim Trust Fund at June 30, 1998, and the changes in cumulative translation adjustment and its cash
flows for the year then ended, on the basis of accounting described in Note A.

This report is intended solely for the information of the Board of Governors, the International Development
Association's rnanagement as Administrator of the Interim Trust Fund, contributors to and borrowers from the
Interim Trust Fund, and members of the Intemational Development Association. However, under the
Intemational Development Association's Board of Govemors' resolution establishing the Interim Trust Fund,
this report is included in the Annual Report of the Executive Directors to the Board of Governors of the
Intemational Development Association and is therefore a matter of public record and its distribution is not
limited.

July 29, 1998

seijing London Mexico City Moscow New York
Par s Tokyo Toronto
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