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Prime Minister Jospin has set forth a broad framework, nearly identical 

to the one we are using in the Bank. So rather than repeating what he has 

said, let me share with you some of my concerns as we come to the end of 

this millennium and the beginning of the next. Let me also ask you, as 

you participate in the debate on these ideas over the next few days, to 

explore these issues and seek new insights on how we should proceed in 

the period ahead.  

 

The issues before us, as Prime Minister Jospin has noted, are not just 

financial. Financial issues are inextricably linked to structural and 

social issues. While we need to have the proper macroeconomic policies in 

place and to address issues of growth, capital flows, and exchange rates, 

we also need to attend to structural and social issues. But these "soft" 

concerns do not always get the same instant reaction as financial 

concerns because the issues are long term. Education is long term. 

Environment is long term. Health is long term.  

 

It is also the case that the connections between sound macroeconomic 

policies and actions, taken at times of crisis and during normal times, 

are complex. Thus we may find ourselves pleading for social sensitivity 

at a time of crisis when, because of the financial dynamics, the first 

things to be cut are social programs. And so there are situations, as in 

Indonesia, where we are dealing successfully with one social issuekeeping 

children in schoolswhile losing out on anotherchildren's health and 

nutrition. We have new data that show a worsening of child nutrition in 

Indonesia because adequate resources could not be found to feed and 

support young children. And why not? Because of the need to establish a 

stable framework of fiscal and monetary policy. So this tension, which is 

present even in normal economic and budgetary management, is heightened 

during times of crisis. 

 

We also learned from the East Asian crisis that structural issues, like 

social issues, are crucial not only during a crisis but also during 

periods of transition. Even with sound fiscal and monetary policy, there 

will be inevitable weaknesses in the structure unless it is supported 

with good governance and a strong legal framework that protects human 

rights, property rights and contracts. The judicial system, too, must be 

free of corruption, with well-trained judges whose decisions are based on 

law and not on who pays them the most. I recently returned from Georgia, 

where Prime Minister Shevardnadze had confronted the power of judges, who 
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are among the richest people in the country. With the backing of 

parliament, he announced that all the judges would have to pass 

certification examinations. The examinations were televised, and 170 of 

the 200 judges taking the exams failed and were replaced. This is an 

important precedent that offers promise not only for Georgia but for 

other countries as well.  

 

The failure to deal with structural issues can have tremendous 

repercussions. Witness East Asia and Russia, where the poor suffered most 

as a result of the weaknesses in financial system supervision. Or look 

what happens when you have good fiscal and monetary policy but a weak 

social system and then move on to privatization. There is no social 

underpinning to help people who are thrown out of work get through the 

transition. We understand now that fiscal and monetary policy can only be 

framed within a sound governance structure, a sound legal and judicial 

structure, a sound financial supervisory mechanism, and a sound social 

safety net.  

 

You can understand the dilemma we are facing at the Bank as we recognize 

that in all too many countries, these structures do not exist. Does it 

make sense to talk about fiscal and monetary policy before the proper 

structure is established? Can we explain the differences between formerly 

centrally planned economies that have done wellPoland, Hungary, the Czech 

Republicand those that have not? A key difference is a structure that is 

undermined by rampant corruptionor no structure at all. 

 

Our task at the Bank is to find ways to be helpful to governments in 

areas where the theory is clear but the practice is difficult. That 

applies to the linkages between a sound fiscal and monetary policy and 

broad-based structural reform and prioritization of social objectives. 

 

I am troubled by this difficulty because our goals are so vital: halving 

world poverty; achieving universal primary education and improving gender 

equity in education; lowering maternal and child mortality rates; and 

expanding access to reproductive health services. All of these are 

amongst the International Development Goals. But as I look at the numbers 

I am troubled. Poverty remains stubbornly high. We now have 1.2 billion 

people living on less than $1 a dayroughly the same number as in 1987and 

nearly 3 billion people living on less than $2 a day. I am aware that 

income is not the full measure of poverty, but it provides an 

approximation of the global extent of poverty. In the next 25 years we 

will add 2 billion people to the planet. Achieving the International 

Development Goal of halving poverty by 2015 will be possible only with 

inclusive growth, only if the right combination of policies and 

interventions leads to sustained growth without increases in inequality.  

 

And so as we move into the next millennium, we face crucial questions. Do 

we continue to do what we are doing now, knowing that we are likely to 

have a bigger problem in 20 or 25 years? Or are there some fundamental 

changes that we can make in our approach to development that will bring 

about both quantitative and qualitative changes in the development 

process? One thing we are quite certain about: if we keep doing what we 

have been doing, we are not going to succeed.  

 



What should we do to change trends that will not get us to our goals? 

Should we give greater emphasis to structure? To strengthening governance 

and transparency? To confronting corruption? To building a sound legal 

and judicial system? To installing stronger financial supervisory 

mechanisms? To building better social safety nets? The arguments for 

advancing questions of structure are quite compelling -- not, of course, 

in place of proper fiscal and monetary policy, but as an essential 

adjunct. We must also think in terms of balanced development and 

incorporating the objectives set by the countries themselves, in 

education, health, transportation, knowledge, and others. 

 

We would like to enter the next millennium with a better sense of 

priorities and balance within a broader development framework. We hope 

that some elements of that new framework will come out of these meetings. 

We need to look for ways to change the actions and the policies not only 

of the Bank but of the entire global development community. We can be 

effective only in partnershipin partnership with governments, other 

multilateral institutions, bilateral institutions, the private sector, 

and civil society.  

 

The private sector has become crucial. Just over ten years ago, private 

sector investment from developed to developing countries in 1990 were in 

the region of $43 billion a year and official development assistance was 

running around $56 billion a year. In 1999, official flows dropped to 

approximately $32 billion and private sector investment increased to 

around $240 billion soaring to about $300 billion at its peak. So in a 

space of a year, the importance of the private sector has moved from less 

than that of official assistance to nearly five times the size of 

official assistance. 

 

Neither we nor the private sector have yet fully adjusted to sharing 

responsibility for social development in the countries in which we 

operate. Forty years ago the developing countries accounted for 17 

percent of world GDP. Today they account for 22 percent. In another 25 

years, they may account for as much as 30 percent of world GDP. So the 

growth potential in these markets is enormous, and both the interest and 

involvement of the private sector are crucial. We need to establish ways 

to work together effectively. 

 

So I would ask that in your discussions you think not only about 

objectives, but about methodology as well. How do we relate financial, 

structural, and social aspects of development? What should we do 

differently? How do we do all this through new partnerships with 

governments, multilaterals and bilaterals, the private sector, and civil 

society? If we are to enter the next millennium with a well-founded hope 

of success on our major objectives rather than the certainty of success 

on lesser objectives, major change is essential.  

 

I hope that you will further illuminate these issues and guide our way in 

the years ahead. With all the intelligence gathered together at this 

conference, I leave knowing that I will have an easier year ahead of me 

because of your insightful deliberations. 

  


