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Mr. Chairman, C;overnors, and Distinguished Guests, 

I am pleased to ivelcome you to Washington for the Annual 
hleetings of the World Bank Group and the International 

hZonetary Fund. It is an honor to address you, for the first time, as 
President of the World Bank Group. 

It is also with an  enormous sense of responsibility that I assume this 
leadership role in an institution that stands at the heart of glohal 
efforts t o  give the poorest people of the world the opportunity for 
a hetter future. 

I wo~11d like to express my gratitude t o  my colleague Rodrigo cle 
Rato at the International Monetary Fund, and to my own Board of 
Directors-they have provided close and valuahle support during 
the last few months. 

I would especially like to thank Jim Wolfensohn, who could not he 
here today. 1 k11oiv we all wish him well and a speedy recovery. His 
leadership over the last 10 years dicl so much to build the morale 
and the image of this institution and to focus it on its central 
mission of poverty reduction. Jim also brought crucial lssues-such 
as corruption and the role of civil society-to the forefront of the 
clevelopment agenda. The World Rank Group is much stronger 
today thanks to his leadership. 

Call for Action 

We meet today at an extraordinary moment In hlstory. There has 
never been a Inore urgent need for re\uIt\ In our flght agalnst 
poverty. And there h ~ s  ne\ er been a stronger call for actlon from 
the global community. 

The night hefore the C3-8 Summit in Gleneagles, I joined 50,000 
young people gathered on a soccer field in Edinburgh for the last 
of the Live 8 concerts. The weather was gloomy, hut the rain did 
not Jampen the enthusiasm of the crowd. 
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All eyes were riveted on the man who appeared on the giant video 
screen-the father of South Africa's freedom. And the crowd roared 
with approval when Nelson Mandela summoned us to a new 
struggle-the calling of our time-to "make poverty history." 

Anyone who faces the facts agrees there is an urgent need for 
action. 

Every day, thousands of people living In extreme poverty, many of 
them children, die from preventable diseases. 

The scale of death and deprivation in Africa is particularly 
alarming. Since 1981, the number of Africans living on less than 
$1 a day has nearly doubled from 164 million to 314 million. 

But much can he done tc, help people escape from poverty, to save 
lives, and to create hope. 

The call to end poverty reaches across generations, continents, and 
nationalities. It spans religions, gender, and politics. 

From concert stadiut~~s to street demonstrations to high-profile 
summits, citizens and leaders-in rich and poor countries alike- 
have heen moved by the suffering. They demand action. 

At Gleneagles this July, a landmark agreement was reached. The 
(3-8 pIedged to double aid to Africa and to cancel the debt of 
the poorest countries. 

We are at a turning point and there are grounds for hope. The last 
few decades have witnessed dramatic improvement5 in the 
condition of the world's poorest people. 

In the last twenty-five years, the number of people llving on less 
than $1 a day decreased hy  some 400 million-the largest drop In 
centuries. 



People in 'leveloping countries are living longer-on average, 
nearly fifteen years longer-than they did forty years ago 

Thirty years ago, 50 percent of the population in developing 
countries was illiterate. Today, we have cut that proportion in half. 

Much progress has been made-and tnore is poss~hle. The  
achievements we have seen in large parts of Asia and L a t ~ n  
America can transform other parts of the world. 

A few weeks ago, I met with a Pakistani woman from the village of 
L>hok Tabarak n.ho was participating in a rural develop~nent 
project sponsored by the Pakistan Poverty Alleviation Fund with 
help from the Bank. 

I asked whether the success of her project could be reproduced 
elsewhere in Pakistan. With passionate conviction she said, "Why 
not? The Japanese have done it. The  Chinese have done it. Why  
can't Pakistan do it?" 

What a difference forty years makes. I recall reading pessimistic 
analyses in the tn~d-1960s that said the Republic of Korea was 
doomed to failure hecause it lacked the ingredients deemed 
necessary for successful development. Yet in the span of a few 
decades, Korea and East Asia have experienced the greatest 
increase in wealth for the largest number of people in the shortest 
period of time in the history of humanity. 

If we can liherate the energies of the African people and unleash 
the potential of the private sector to create jcobs, Africa will 
similarly become not only a continent o f  hope, but a continent of 
accotnplishment. 

When  Africa's challenges seem overwhelming and the statistics 
staggering, let us remember--for every Afro-pessimist today, there 
was an  Oriental fatalist just forty years ago. 



Evolution of Development Thinking 

We have also come a long way In the last 40 years In our 
understand~ng of how development works. We know ~t can he 
cornplex and-~n some way5-~nyster~ous. 

Forty years ago, scholars sought to explain economic growth 
primarily in terms of inputs of labor and capital. When a third 
variable-technology-was introduced, this was considered a 
remarkable innovation. 

Today, we have a much hetter and broader understanding of what 
drives development. 

We know that sustained economic growth is essential for 
development and poverty reduction. And we also know that many 
of the drivers of development are not measurable in numerical 
terms. 

Because they are harder to measure, harder to predict, and often 
harder to influence, there is a tendency to discount these fact(1rs as 
LL~oft." 

That would he a mistake-because sustainable development 
depends as ~nuch  on leadership and accountability, civil society 
and women, the private sector, and the rule of law as it does on 
labor and capital. 

Let me speak briefly about each of these four factors. 

Leudership and Accountability 
Perhaps the moat important determinant for reducing poverty is 
leadership. 

But development is a team sport, so leadership is not a matter of 
individual performance; it must stand on a bedrock of trust, 
respect, and teamwork. As Nelson Mandela told me-real 
leadership requires understanding that you're not acting as an 
individual, that you represent the collective. 
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Or, as he also put it plainly many years ago, "There's no limit to 
what you can achieve as long as you don't give a damn who gets 
the credit." 

Effective leaders also recognize that they are accountable to their 
people. Effective leaders listen. Institutions of accountability--like 
civil society and a free press-can help leaders listen, hold them 
accountable for results. and expose corruption. 

Corruption drains resources and discourages investments. It 
benefits the privileged and deprives the poor. It threatens their 
hope for a better quality of life and a more promising f ~ ~ t u r e .  

Account;lhle and sound governance, on the other hand, nurtures 
the soil in which a robust civil society and an energetic private 
sector can flourish. 

Ciwil Society and Womet~ 
A second key factor is civil society, and particularly its role with 
respect to wsmen. 

Civil society organizations contribute to accountability by 
providing an important bridge between citizens and their 
governments. But they are more than that. They are engines of 
grcjwth and instruments of opportunity. In every coilntry I have 
visited, CSOs offered a wealth of experience in learning, adapting, 
sharing knowledge, and contributing tcl growth in their local 
communities. 

And civil society c>rganizatic~ns are important for empowering 
wsmen, a key factor in successful growth. As one poor woman told 
me in Pakistan, "Development is like a cart with two wheels-one 
man and one woman. If one of the wheels isn't moving, the cart 
won'r go far." 

Millicms of women have benefited from vigorous CSOs-like the 
Bangladesh Rural Advancement Committee and the Grameen 
Rank-that provide small loans to help them start businesses. The  
profits from these businesses are being used to send children, 
especially daughters, to school. 
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The Private Sector 
A third factor is the private sector. A vibrant private sector is the 
most important engine of growth and job creation. 

One of the biggest obstacles to growth for small and medium 
husinesses is lack of credit. The Bank has pro\ided sound policy 
advice to support rnicrolending, but we must explore innovative 
ways to expand access to financial services, including addressing 
needs and developing approaches at hoth the local and regional 
levels. 

The  Multilateral Investment Guarantee Agency and the 
International Finance Corporation offer \rital resources and advice 
to address risk, credit, and ecluity needs. One of the IFC's and the 
Bank's most important cclntributions to fostering an investment- 
friendly climate is the Doing Business report, which evaluates 
conditions in 155 coilntries. 

It points clut that in many African countries, the costs to register a 
business are so prohibiti\.e that most entrepreneurs are forced to 
operate outsick the formal economy. 

The report is a critical tool for delreloping countries to use in 
determining where more reforms are needed. 

Rule of Law 
We cannot make headway in the fight arainst pmrerty without 
supporting equality before the law and the legal empowerment of 
the poor. These are essential components in unleashing the social 
ancl economic energy of poor communities. 

Knowing that laws can he upheld-that rights are protected, that 
contracts will he enforced-encourages people to invest in their 
future. 

A sound legal framework also needs to he complemented by a 
regulatory environment that is consistent, coherent, and applied 
with fairness. 



As one African businessman said to me, "Bribery isn't the issue. 
I just wish there was less room for bureaucrats to interpret the 
rules." 

Focus on Making a Difference 

As we continue to work closely with our partners in 184 countries, 
we in the World Bank Group must recognize that we cannot be all 
things to all people. Just as our partners have unique concerns, the 
Bank has unique capabilities. If we try to be experts at everything, 
wc risk being successful at nothing. 

To learn-to develop expertise-we need to listen to our partners. 
As one Governor of a state in Nigeria said to me, "I don't need one 
more PhD telling me what my problems are. I need help with 
solutions." 

To find those solutions, we need to strengthen our knowledge and 
expertise in such areas as education, health, infrastructure, energy, 
and agriculture. 

Education 

One of the encouraging signs I saw on my trip to South Asia 
is the premium Pakistan and India are now placing on girls' 
education. Pakistani men increasingly seem to agree that their 
daughters need to he educated. Through the Education for All 
Fast-Track Initiative, the Bank plans to join other iionors to 
douhle the enrollment of girls in 60 countries over the next five 
years. We have a plan. Now we need the resources. We will need 
to raise at least $2.5 billion per year to fulfill the dreams of 
thousands of school children eager for a hrighter future. 

Health 
Like education, the health problems of the poorest people pose a 
human tragedy, impeding growth and opportunity. 

In the last five years, the Bank has invested nearly $2 hillion to roll 
back the tide of HIV/AIDS and restore hope and opportunity for 



victims. I pledge to remain deeply engaged in this fight for life and 
human dignity. 

But it is also clear to me that the Bank needs to Increase its 
commitment to fighting malaria. 

When nearly 2,000 African children die of malaria every day, we 
must act. 

We must fight malaria with the same urgency as HIV/AIDS. 
The experience of Vietnam proves that with focus, great results 
can be achieved. Facing a malaria epidemic in 1991 that affected 
1 million people, the government of Vietnam targeted its 
assistar~ce at the village level, distributing bed nets, drugs, and 
insecticides. Within five years, outbreaks ended and mortality 
dropped by 97 percent. 

In more than a dozen countries in Africa, the World Bank will 
commit $600 million over the next three years to a new Booster 
Program to control malaria. We havc set clear targets for ourselves: 
we will make bed nets available so that 60 percent of the 
population will he covered; and within 24 hours of symptoms, 
60 percent of the popi~lation will have access to treatment. 

lnfras tructure 

One of the most persistent rnessages I have heard during the 
past few months from people in developing countries, poor 
and middle-income alike, was the need to restore our role in 
infrastructure investment. 

Infrastructure is the lifeline to many other things: to health care, 
to education, to jobs and tra~le. 

We will not see an end to poverty when 90 percent of businesses 
in Nigeria rely on backyard generators for power. We will not see 
incomes grow when poor Latin American farmers have no roads to 
transport their produce to markets. And we will not see 
improvements in health as long as Inore than 2 billion people lack 
access to safe sanitation. 



But in addressing these infrastructure challenges we need to learn 
the right lessons from past mistakes. Intelligent rnanagernent of a 
country's n a t ~ ~ r a l  resources is essential to ensuring that short-term 
gains are not made at the expense of the long-term health of the 
poor and the environment. 

Energy and Sustainable Development 

The intelligent tnanagernent of resources and the environment 
can contribute to growth. The international comm~~ni ty  as a whole 
needs to make a more concerted effort to mitigate and adapt to 
climate change. 

The mandate from Gleneagles gives us the opportunity to think 
outside the hox. We are advancing the energy and ilevelopment 
dialogue as we seek innovative uses for emerging technologies. We 
will strengthen our cooperation with middle-income partners like 
Brazil, China, India, Mexico, and South Africa who face an 
increasing demand for energy. The goal is to achieve a new, Inore 
climate-frienclly development path that meets the energy needs of 
the developing world. 

Agriculture 

Forty years ago, as a rnanagernent intern at the U.S. Bureau of 
the Budget, I wrote a paper trying to demonstrate why the United 
States should provide suhsidizecd fertilizer to P;tkist.an's farmers 
rather than dumping wheat and destroying the local markets. 

Forty years later, it seems we are still doing something similar in 
Africa-supporting emergency famine relief instead of improving 
agricultural production to prevent famine. 

In Ahia and Latin America, the Green Revolution of the 1970s 
anJ 1980s played a vital role in reducing poverty anil hunger and 
in Llstering economic growth. Yet total aid to this sector declined 
dramatically during the 1990s. We have hegun to reverse the trend 
and are producing important results. 

Latin American and African researchers have collaborated to 
increase cassava productivity by more than 40 percent. And there 



( : h a r c ~ ~ ~ g  ii K'ay A h r u d .  T h e  He\uI t s  A j i c n d n  

is hope that tnore research will lead to improvements in the 
nutritional value of basic crops. 

But investments in agriculture alone will not improve farm 
incomes. Rich countries must end agricultural subsidies that distort 
prices and restrict market access for poor farmers. 

Successful liberalizatio~l of trade in the next Doha round is as 
important for enahling people to escape from poverty as are 
increases in aid or debt relief. 

Africa 

So, what does this mean for Africa? 

Much of the hardest work ahead for the World Bank Group and 
other donors lies there. With staggering needs in education, 
nutrition, clean water and sanitation, health care, and johs- 
the challenges are daunting. 

Nonetheless, I am hopeful. As Nigeria's President Ohasanjo said to 
me in June, "Africa is a continent 011 the ~nsve." 

Africans are stepping up to their responsibilities and taking charge 
of their future. 

In Nigeria, senior officials have been jailed for corruption. 111 
South Africa, a Lleputy President was dismissed because his adviser 
took a bribe. 

A new generation of Atrican leaders is setting exarnples by 
stepping down when their terms of office end or when they are 
voted out. 

But let us remember, the responsibility doesn't belong to the 
developing world alone. A t  Gleneagles, a partnership was forged 
between Africa and the G-8 countries-a partnership designed to 
deliver results. Those partners pledged perfor~nnnce for assistance. 



The Millennium Development Goals are an itnportant start in 
defining the terms for this new compact. They define a vision fhr 
lifting millions out of' poverty by 201 5. 

But let us also remember, the MDGs cannot he achieved without 
growth. 

We need to recognize the importance of shared growth and equity 
in achieving thesc MI3Gs. 

Without sustained growth, real poverty reduct~on is impossible. 
But gr(71vth alone is not enough. 

The World Deuelopment Report released this week highlights the 
need to create equality in opportunities for the poor, not only to 
improve their own lives, hut to increase their ability to contribute. 

To improve opportunity, accelerate shared growth, and help fulfill 
the MDGs, the Bank launched an Africa Action Plan earlier this 
month. That plan sets forth 25 initiatives to be led by African 
countries over three years, with measurable outcomes. This time 
next year, you can count on getting a progress report. 

Implications for the World Bank 

Whether investing in education, health, infrastructure, the 
environment, or agriculture, we in the World Bank must be sure 
that we deliver results. 

And by results, let me be clear. I mean results that have a real 
impact in the day-toeday lives of the poor. We stand accountahle 
to them for these results. 

We cannot just count the number of schools, clinics, and 
businesses that are established. It is also about the quality of' the 
curriculum, the health care delivered, and the jobs created. We 
must address both the qualitative and quantitative challenges that 
deny opportunities for the poor. 



And we must remember we are but one player in  this global 
effort-which must he guided and defined at the country level. W e  
must rernernber that ive are part of a team. 

In Rwanda, 1 had the pri\.ilege of meeting Dr. Agnes Binagwaho, 
who heads the National AIDS Co~lnci l .  S h e  told me with great 
pride that if a Inan shows up at a clinic, h e  is sent home to bring 
his wife and children before h e  can receive care. 

L>r. Binagwahc stands her ground o n  another eclually important 
point. S h e  politely but firmly insisted that Rwanda's donors 
support one  integrated health plan-no Inore special interest 
spending, she says. 

By asking us to better coordinate our assistance to improve results, 
she and her small medical tearn waste less time with donors and  
spend more time saving lives. 

Expanding country coordination will ciernand greater participation 
from our staff in  the field. We must continue efforts to decentralize 
our team; moving more of the right people into the field will better 
serve our partners' development needs. 

A n d  our efforts to develop capacity must include our own staff, 
particularly wolnen and staff from developing countries. 

Finally, and importantly, we in the World Bank Group have our 
own responsibility to fight ~ ( ~ r r u p t i o n .  L)oing so is not  just the 
obligation of developing countries. Far every bribe-taker, there is a 
hrihe-giver who needs to he called to account. 

W e  are well aware that our own prajecth c a n  he targets of 
corruption, and we are taking action. 

Far two years the World Bank Group has been working o n  a new 
anticorruption tool called the Voluntary L)isclosure Program. 

In  exchange for reduced sanctions a n d  assurances of 
confidentiality, this program allows firms to volunteer information 



about their involvement ivith fraud and corruption on Bank- 
financed projects. 

This prograln promises to ensure that spending is properly 
dedicated to the service of the poor and to set the highest 
standards in this key area. 

Beyond the Poorest Countries 

Let me conclude with a reminder of the obvioi~s-the world is 
changing so we must he able to change also. 

As we move forward with our mission to make poverty history, are 
must he prepared to grow as an institution. We must be ready to 
graduate with our partners and respond to emerging challenges. 

Today, in middle-income countries, more than 1 billion poor 
people still live in poverty. We must not forget them. To help the 
middle-income collntries grow and prosper, we need to continue to 
tailor our knowledge and financing to their specific needs. 

With time, and with results, the needs of our partners will evolve. 
Success will bring new challenges that will r eq~~i re  new responses. 
Innovation and adaptation will be critical if the Bank is to remain 
relevant in this changing world. 

We must chart our course for a future in which today's poor 
become tomorrow's entrepreneurs; in which today's disease leads to 
to~norr~w's  medical breakthrough; and in which today's child will 
be tomorrow's leader. 



THE WORLD BANK 
1818 H Street, N.W. 
Washington, D.C. 20433 U.S.A. 
Telephone: 202-473-1000 
Facsimile: 202-477-6391 
Internet: ww&.worldbank.org 
E-mail: feedback@worldbank.org 


