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i. INTRODUCTION
Presdent Vadav Havd, my felow governors, your Excellencies, ladies and gentlemen.

It is a great privilege to welcome you to the 2000 Annua Meetings of the Internationd Monetary
Fund and the World Bank Group. On behdf of the Boards of Governors, | would like to thank
the government and people of the Czech Republic and in paticular the people of Prague for ther
generous hogpitdlity in this beautiful and higtoric city.

| am particularly honoured to char this year's meetings as a Governor from Africa—a continent
that recognises and agppreciaes the vauable support and assgtance of these core inditutions of
the international economic system. In this context, we are determined to help strengthen the work
of the Fund and the Bank.

Let me warmly welcome Mr. Hors Kdhler, the new managing director of the IMF and wish him
wdl in guiding the inditution during this paticulaly chdlenging time | would dso like to
express my deep agppreciation to Mr. James Wolfensohn for his acceptance of a second term as
presdent of the World Bank Group. | am certain that, together, Mr. Kohler and Mr. Wolfensohn
will work hard to implement our wishes to continue to drengthen the Fund and the Bank <0 as to
endure that the bendfits of globdization can be enjoyed by dl. | would dso like to express my
goprecidtion to Mr. Michd Camdessus for his dedicated and inspired lesedership of the IMF
during his 13 year term.

Today we extend a specid wecome to the ddegaion of San Maino on their accesson to
membership into the World Bank Group.

There is a dory that Védac Have tels of this beautiful city, long before he was presdent. A
gone window ledge had fdlen from a building and killed a woman. A locd writer commented
that the public outrage that ensued was too parochid and faled to recognise humanity’s
enormous progress.  The next week, when another window ledge fdl, the public wisdy ignored
the writer. To quote Vacdlav Have, the people “had understood that the so-cdled prospects of
mankind are nothing but an empty platitude if they didract us from our paticular worry about
who might be killed by athird window ledge...”

Window ledges in Prague in the 1960s may be in another space and time from, say, a hedth
dinic in Mozambique that is washed away by the floods but the lessons are the same. The

lesson then, as now, is that unless we take account of our redity and are prepared to do
something about it, nothing changes.
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When we think about globdisation, about progress on the one hand, and increesing poverty on
the other, we must not forget the specifics that add up to a new generation of human suffering
that aflicts nearly hadf the world. We need to undersand the dimensons of poverty, but more
importantly, we need drategies to combet it and the fath that we can change things. We mugt
take responghility for our destiny and ownership of our future.

The latest World Development Report highlights some of these specifics whilst recognisng some

of the successes in attacking poverty. Importantly it accepts that hose of us who bear the burden
of poverty and inequdlity are best placed to shape the Srategies to overcomeit.

There is a Nguni word in our country which captures the cusp of hisgory we occupy:
Umsobomvu. It meansthe dawn. A time of awakening. Of druggle. Of hope.

As the mig lifts on the early morning of the new millennium, the chdlenges of the day become
goparent.  Looking back, the progress of the past fifty years is asounding. We live in a world
where technology has endbled us to transcend geographic boundaries. Where news is indant and
information is abundant. A world where tdemedicine dlows a surgeon in New York to assig in
an operaion in rurd Brazil. A world dominaied by red time, where the decisons of a trader in
London can dter the future of a child in South Africaa A world where the fee on one financid
transaction can pay for the education of dl the children of a village in Inda A world of
unprecedented prosperity.  But it is aso aworld of unprecedented inequdity and poverty.

In his opening address to the July 1944 conference that would edtablish the Bretton Woods
Inditutions, US Treasury Secretary Morganthau referred to the ‘grest economic tragedy of our
time¢ — the prewar depresson, that would (among other factors) eventudly lead to the outbresk
of the World War II. It was to prevent the repeat of depresson and war that the Bretton Woods
Indtitutions were formed.

The great economic tragedy of our time is povety. We have yet to overcome this tragedy. The
soirit of that July 1944 meding is worth evoking. Two axioms were proposed by Morgenthau,
fird ‘progperity has no fixed limits... the more of it other nations enjoy, the more each nation
will have for itsdf’; and second, ‘prospeity, like peace , is indivisible...poverty, wherever it
exids, is menacing to al and undermines the wel-being of each of us’ It was in this irit that
the World Bank and the IMF were born. It is to this sirit and this vison tha we have to
recommit oursalves today.

Despite dl the progress we have mede snce 1944, we 4ill live in a world where hillions of

people wake up every morning to hunger, diseese, poverty, and despar. A world where, despite
the advances in wedlth and technology, we have not been able to breach the poverty gap.

It is paticularly disconcerting that globdisation hes had little impact on the tragedy of poverty.
The latest World Development Report reminds us that some 2.8 hillion people, dmog hdf of the
world's population, live on less than $2 a day and that 1.2 hillion people live on less than $1 a
day. Mog of these people are located in South Asa and Africa Wha is even more disquieting
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is that this tragedy is experienced a the same time that unimaginadle riches are enjoyed by a
sndl number of the world's economies and individuds.  The income gap has doubled in the past
40 years. And while life expectancy in parts of Africa and Eastern Europe is actudly declining,
life expectancy for the world as a whole as Presdent Wolfensohn reminded us last year,
increased more in the past 40 years than in the previous 4,000 years.

The dak datidics which we ae dl familiar with, not only highlight the inequdity and the dow
pace of devdopment, but pehaps more importantly point to the unequd didribution of
opportunities and resources.

All of us today face the urgent task of making sure that the benefits of globdisation are equdly
goread. We welcome the rededication of the Bretton Woods Inditutions to the cause of reducing
poverty. In so doing we must recognise that the rason d'etre — the overarching purpose of the
Bank and the Fund — has remained essentidly the same: To oversee the process of globdisation,
and fadlitate the integration of the nations of the world into the globd economy in a mutudly
beneficid way.

The Fund and the Bank have a vitd role to play in ensuring that we arive & more equitable
outcomes and improve the qudity of life for dl. Yet to do this we mugt give a sronger voice to
the shareholders of our inditutions. We must ensure that the mechaniams exist for meaningful
participation and grester transparency in decision-making.

Growing inequdity poses the grestest risk to the future of the globa economy. If the mgority of
the worlds populaion is increesngly margindised and economicdly disenfranchised, then
globdisation will fal. As cudodians of the inditutions that provide the anchor to the globd
economic sysem, we have a regpongbility to ensure that globdisation trandates into a better life
for dl the peoples of the world.

The globd economy has never been more prosperous.  The opportunities for growth and
sudainable development have never been grester. The chdlenge we face is to haness this
potentid. We mugt not be blinded by the prerogatives of wedth and influence so that we ignore
or avoid dedling with poverty and inequdity.

ii. WORLD ECONOMIC OUTLOOK

The robust dae of the globd economy is due in no smal measure to the success of the
fundamentd reforms undertaken by developing countries. Their boldness needs to be matched by
the richer countries The consolidetion of the recovery in Ada and the strong growth expected in
China and India, the improved activity in Africa, and the rebounds from lagt year's dowdowns in
Lain America and the Midde Eas have contributed sgnificantly to the improved outlook.
Growth in Eagtern Europe is expected to be strengthened by continued macroeconomic reforms,
as wdll asthe better than expected recovery in Russa
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Despite the positive outlook for the globa economy, there reman dgnificant risks to sudtainable
growth. In paticular, large economic and finencid imbdances and pesgent volaility
characterizes the three main currency aress. The posshility that these imbaances might unwind
in a disordely fashion remans a risk to globd growth. The recent increese in ail prices if
sudaned, will dso hamper globd growth and increese inflationary pressures, and will adversdly
affect ail-importing countries, particularly the poorest.

Sructurd  reforms  amed a improving compitiveness, reducing externd  vulnerability and
supporting  broadtbased development need to continue in dl countries in order to drengthen
prospects for sustained economic growth.

The pogtive outlook for the globa economy masks the problem of continued widespread
poverty and inegudity.

Let me focus on Africa Our continent has the most catching up to do with projected growth for
2000 a 35 percent. This in itsdf is a dgnificant achievement, given huge terms-of-trade losses
and naurd disasters, and is the product of concerted macroeconomic reform across most of the
continent. But it is gill far bdow the 5 percent annud growth that is needed Smply to keep the
number of poor in Africa fram rigng. The god of having severe poverty by 2015 will require
annua growth of more than 7 percent.

As Africans we face a number of criticd chdlenges. While Africa contributes an important part
of the resources criticd to world growth, its cgpacity to process these and its share of world trade
areinggnificant and our share of globa foreign direct investment remains miniscule.

Addressng these chdlenges means that we mus reman focused on a number of important

priorities

» HFrg, sound and sugtainable macroeconomic and development policies are essentid. Fscd
deficits are on average far lower than they were a decade ago, fdling from admost 7 percent
of GDP in 1992 to an edimaed of 2.6 percent in 2000. Inflation has been dgnificantly
subdued, with the average inflaion rate for sub-Saharan Africa a around 6 percent. We must
continue to build on the gains tha we have achieved. Achieving macroeconomic Stability
and sudanability is hard, but it brings with it choice and control over our own destiny. But
dabilization is not enough. It needs to be followed by sound growth drategies designed to
create jobs and overcome poverty.

» Second, increesing the levd of savings and investment in our economies is critica.  Although
cgoitd flows to developing countries increased aout seven fold in this decade to 270 hillion
dollars, sub-Saharan Africa's share of this totd was bardy one percent. Foreign investment
is essentid, dnce dl of Africa, with the exception of Botswana, faces a baance of payments
condraint. But more important is cregting the environment for domestic invesment.

= Third, bridging the digitd divide is a new chdlenge. There are 19 times more Internet hodts
in the United States than in the whole of the developing world. It is this gap that we mugt



-5-

overcome.  Evidence suggests that it is possble to legpfrog Stages of technologica
development to spur economic and socid advancement. Investment in both infrastructure and
human resources in this areais therefore criticdl.

=  Fourth, HIV/AIDS is our living nightmare. This pandemic is one of the biggest chdlenges
we face. We wdcome the $500 million facility gpproved by the World Bank Board for
programmes deding with HIV/AIDS. It is esimaed tha some 33 million people worldwide
are living with HIV/AIDS. About 70 per cent of these are in sub-Saharan Africa. The rapid
rse in adult desths is leaving an unprecedented number of orphans — some 11 million
worldwide, over 90 per cent of them in Africa

» Hfth, too many ocountries on our continent continue to be mired in conflicts which seem
inexplicable and intractable.  These conflicts destroy life.  They destroy the future of millions
of ordinary people. And they destroy our humanity.

In summary we nead to reman focused on economic reforms and building the inditutiond
cgpecity that will ensure that the gains we have dready made are enhanced. Our fiscd policies
must remain focused on socid devdopment and infrasructure. We need to invest in education
and traning to overcome the dgnificant <kills ggp that characterisss mog, if not dl, our
economies.  We mugt continue to drengthen our democracies by srengthening the inditutions
that underpin them — parliaments, the legd system and civil society.

However, while there are many measures that African countries can teke, it is important not to
lose dght of the fact that sustained growth in emerging markets and other developing countries
must be seen as a globd project. Whether or not developing countries are dle to benefit from
the fruits of globa growth, depends not only on ther own efforts, but dso the efforts of those
deve oped countries with which they share the globd arena.

As long a devdoping countries reman debilitatled by unsudanable debt burdens required
growth rates will not be achieved. Debt remans one of the mgor obstacles to sustainable growth
and devdopment. The enhanced HIPC Initiative agreed to a the G7 meding in Cologne lagt
year has yet to be fully implemented. Full funding has yet to be redised. The cumbersome
process means that only haf of the countries expected to reach their decison points by the end of
this year, ae likdy to do 0. The chdlenge is threefold: FHrd, the G7 mus honowr
commitments they made in Cologne. Second, the process mugt be dreamlined.  Third, we must
uphold the principle that the dear separation between the financing of the HIPC Initiative and
donor commitments to finance IDA’s new lending is observed.

Ancther issue that we mugt give atention to is the burden being placed on hilaterd debtors who
ae not Pais Club members to provide debt rdigf on comparable Paris Club terms.  Unless
wedthy countries take responghility for a lager shae of debt reduction, a disproportionate
burden will fdl on poor and middle-income countries who have often been creditors in the spirit
of good neighbourliness

Let me now turn to a more univesd problem, that of governance. Improving governance is
essantid. 1t is the responsbility of governments across the world to ensure that limited resources
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ae effectively channeled to areas of need. Over the last decade, good governance has sadly
become a sandard conditiondity in contracts between borrowers and lenders. | want to suggest
that this is not where these conditiondilities belong. Reather, they beong in the contract between
a government and its people.  Good governance has to be more than a euphemism for corrupt-
free governments. It is about ensuring that eected office is the channd for the ddivery of goods
and savices to citizens and not for the enrichment of those in office. Poor governance
compromises the integrity and legitimecy of the date and sacrifices the future of the poor. The
drong sand taken by many of our governments agang corruption must be further srengthened
and supported.

Despite subgtantid progress made in liberdisng trade regimes in developing countries, these
countries dill have difficulty in benefiting from an improved globa trade regime. The res of the
world is open only on a sdective bads. The integration of world trade requires equa access for
dl countries and for dl products and services Advanced country trade policies require urgent
reform. Far access to the markets of the developed countries is criticd to sudtainable growth
and devdopment. OECD subsdies continue to reach record levels, and bariers to trade reman
a fundamenta obgdacle to overcoming povety. The benefits of trade liberdisaion far outweigh
the codts. It is imperative that we urgently refocus our efforts on a comprehensve and equitable
concluson of anew round of multilaterdl trade negatiations.

Ladtly, the continued decline in officid development assgtance is of great concen. Given the
ubgantid savings gap in the poorest countries, debt rdief is unlikdy to be effective in hdping
our countries fight poverty without well-targeted aid. The added cost of deding with HIV/AIDS
and other communicable dissases only underscores the importance of additiond  finencid
assgance. The rich countries have never been richer, and the poor countries have never been
more cgpable of managing ad; the dedine in devdopment assdance is inexcusable and should
not be tolerated by civilized and compassionate societies.

iii. THE WORLD BANK AND IMF

Globd inditutions continue to have a citicd roe to play in addressng the fundamentd
dructurd  weeknesses and imbdances that confront us.  Growing inequdity and pergdent
poverty, on the one hand, and the heightened fragility of the globa economy on the other, mean
that the World Bank and the IMF continue to have a vitd role to play. In order to respond to this
role, these inditutions have to reflect the needs of those that they are dedgned to serve.  This
means not only a recondderation of the governance dructures, to give a gregter voice to
developing countries, but dso a grester gopreciation of what developing countries expect from
the Bretton Woods Inditutions, in terms of programmes and products.  Poor countries, and even
the mgority of midde-income countries, remain excduded from cepitd makets  Those that
believe that private markets can subgtitute for the Bank and Fund and other development finance
are fundamentaly naive and smply reflect their own distance from our complex redity.
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It is important thet the voice of developing countries be heard more drongly in the Bank and the
Fund. We mugt ensure that we can exercise ownership in a manner far beyond the outdated
formulag, which currently govern quota digribution.  Ownership of programmes means countries
teke responghility upfront, which in turn requires a shift to endbling conditiondity and away
from miccomanagement. Let me be dea: devdoping countries need a grester voice in
providing drategic direction to the Bretton Woods Inditutions to ensure greater effectiveness and
credibility.  For this reason, it is imperdive that the forthcoming discussons on quotas ae
viewed from the perspective of the needs of globd devdopment, rather than merdy from the
perspective that economic might isright.

iv. CONCLUSON
Mr. Presdent, fellow governors, ladies and gentlemen,

We dhare in common a vison of the world, free from povety. A world where our unique
collective intdligence and credtivity can be used to enhance the wel being of dl people. In pats
of the world, induding in this wondeful dty, the promise and potentid of this economic
liberation is becoming evident. But for most people there has been no escape from grinding
poverty. And because the hints of wedth from esewhere have brought no escgpe, hope hangs on
a thin thread. The chdlenge is to turn despair into hope. Hope, which is based on the knowledge
that the world cares Hope rooted in our common humanity and our determination to ensure that
our children and their children will enjoy aliferich in opportunity and free of poverty.

In decdlaring these meetings open, | can think of no better words than those spoken by John
Maynard Keynes, in his dosng address to the origind Bretton Woods conference.  They have no
less resonance with reference to our contemporary tregedy, than they did in reference to the
tragedy out of which the Bank and Fund were founded.

“We have been learning to work together, if we can so continue, this nightmare, in which most of
us here present have spent too much of our lives, will be over. The brotherhood of man will have
become more than a phrase’’

Our task isto turn words into deeds. In this we cannot, dare not fail.

| thank you.



