Overview

James D. Wolfensohn

Let me deal with the ssuies lefore us, vhich are the issues of
budget deficitand debt. Let me say that | have been troubled by
some earlier comments about thdiff erences among developed
countries, develping counties, and countries imansition. Let me
extend the debate by saying that from my limited experience up to
now, even the attempts thretve been made are rmatequate. Within
the framework of developing catries, here are developing coun-
tries, andthere are developing aatries. We have haddmirable
presentations by Sebastiadvizards, my colleague, on Latin Amer-
ica, and José?ablo Arelano on Chile, and John dfhming on
Eastern Europe.

But when | look at my portfolio, I think in terms of 24 percent of
the world, of some 1.3 billion people who live on less than a dollar
a day, of 100 million refugees, péople who Boutros Boutros-Ghali
hasrecently poited out are involved in fourteen wars in Africa.
Economic generalizains of the typehat have been put fevard
here about the importance of borrowing less arécdiff because if
you borrow too much, you run out of the ability to borrow; if you
burdenyour society with debt repayments, it makes it much more
difficult to have growth, itincreases peerty, it has effects on
inflation and on exchange rates. All those fundamentah@odac
issues may be true in the foumation thateach of you has, artbere
may be agreement on the economics.
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But my task, in terms of the World Bank, is not on the economic
debate, the broad ipciples of which | think are gemally agreed.
But when you get to the develimg world,you come to look at it in
terms ofregions and then whin those regions, idividual countries.
And so you go from Asia to Latin America to Eastern Europe. But
Asia has scarcely beeremtioned in this confemnce, Africa has not
been mentioned atll, the Middle Eashas not been mentioned at
all; China and India have also not bee@ntioned. As | look around
the room, | notice there are not very many representatives from the
countries outside of &tin America. his meeting has been talking
at the level of general economic daatr, which is, ofcourse,
extraordinarily interesting. ButHave spent my first ninety days at
the World Bank traveling around in the field. | have only had a
sample, but | have been to twenty countries. | have spent 80 percent
of my time in the field. have been to Mali, Malawi, tHeory Coast,
Uganda, Haiti, Jamaica. | have gone into the Amazon and into
northeast Brazil where there are 40 million people, 20 million who
live on less than one dollar a day. | have been to Chiapas and Gaza.

My impressions of the issues amptions comedown to the
guestion of howwe, inthis environment and from the developed
world, which is principally represented hecan be eféctive in
terms of our mterface with the developing world. And it is not a
guestion of debate on emomic doctrine. It is a question oéHdate
on how we move from policy to practice. There are some elements
that are common to the developed world, which Goran Persson has
spoken about today and Paul Martin spoke about yesterday, such as
the realities of polits in terms of the freedom of choice. But we are
dealing with the developing world at a tintet is tgally unique in
our history. Itisin a post-Cold War period to which we have to adjust.
Throughout this developing world, we are seeing new democracies,
fragile new democracies in many cases—tentative new deiesr
which have to make the sort of decisions that Paul Martin can make
in Canada with the knowledge that there is a substdra&d, there
is a substantial infrasicture, there is a dematic practice which
hasbeen there for aohg time. | am sure the same holds for Sweden
and certainly for what Marty Feldstein was talking about in the
United Sates. We have this basic deanaticbase.
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But what you lave to umerstand about the deloping world is
that in an immedite postCold War period where there is a move to
democacy which we have had in so many countridlgre is an
extraordinary fragility. But combied withthat fragility there are
extraordinarily high expectations: high expectations in terms of
political sense, and in terms of thalsility—the very stability of
those governments and the ability obslegovernments to make
decisions to balance their budget, to cut their deficit, to do the sorts
of things ofwhich we have been speaking here. Thesmuigs are
under a magnifying glass of potiil and social pressures which we
do not have to that degree in mdgment. And the deveping world
is doing it in an environment in which we, in the developed world,
are putting more and more attention on ouves, on our own
problems, be they unfunded pensions or balancing the budget—all
the debates that have been going on in this country. As a result, those
of us who are trying to work with the developing world are increas-
ingly less credible because of the increasingly inward-looking atti-
tudes of the developed gotries. And, dare | say it, when the U.S.
Congress is particularly concerned laistvery moment about bal-
ancing the budget, we are alesscredible in terms of what we are
able to do to help the least economically developed countries.

And so, if the United States is going to cut its contribution to the
World Bank by 50 percent, then the $6 billion that would have been
available to the International Development Association (IDA) be-
comes $3 billion. Those are the realities. And so the ability of the
World Bank to influence devepment becomes consideralidgs.

The debates in the Uniteda®s on Hateral aid and theabates on
what we are going to do about the Agency for International Devel-
opment (AID) are similar to the debates in the other donor countries
which | have visited. | aise this point becaugbere is now a
different envionment than that in which the debate took place some
twenty years ago. In a Cold War period, gl a need, a pdtikal

need to help deveping countries, and we weless focused on our
own inner problems.

We at the World Bank, as ydunow, are concerned about @ty
alleviation and sustaable developrant, however those terms are
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defined. But what is extraordinary to me as | travel, as | meet with
government representatives, is that although the issues vary from
country to country, thegre issues that (as Paul Martin pointed out
yesterday) are fundamentally socaid political. Econonics, of
course, is an\er-reaching umbrella. If you breach the basic rules
of economics, you run into deeptible as some couigs have,
many countries have. So, there are absolute limits.

Butinall my discussions in my ninety days on the job, | have never
had detailed discussions on the sorts of things we are talking about
here. | have had detailed discuss on social pressures, and | have
had detailed discussions on political pressures. | have come to try to
understand that in the choices you have to make, in countries with
a fragile democratic environemt, you have tohink in terms of
systemic solutions, which are long-term and which need consistency
of support. In addition, there must be a new feeling oihesship,
not professor and student, but partnership between thasties
and the international institwns, particularly the World Bank.
Moreover, it is not just partnghip with the multateral institutions.

It's partneship with nongovernmental organizats, with the pri-
vate sector, with bilateral institutiora)dwith the regional institutions.

And why am | saying all this? | am saying all this because there
is a long step between economicttmeand effectiveness in terms
of the developing world. | hope some day we can haomterence,
Mr. Chairman, on the ssies ofdeliverability of these economic
packages. It is very comfiable to talk about these issuesin Jackson
Hole, but it is difficult to do it on the ground. For example, if you
are in Uganda and theyake a political decision to increase spend-
ing on education, to make it available to everybody, and overnight
they move from 1.8 million to 3.2 millioohildren in school. In this
situation it is very difficult to talk to them about budget inzvades.
In Haiti, Aristide said tane, “We are tying to move from misery to
poverty.” And he will get there any way that he can. And if you go
to northeast Brazilyhere you lave 20 millionpeople living on less
than onedollar a day,the regional governors are going to do
everything thegan to get the money, at atever cost to the federal
government, tanake sure that they can providducation, health,
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and conmunicatins. | am only saying this, Mr. Chairman, because
| believe that in theleveloped contries, these choices are made on
a base of an established political framework. But when you get to
the devebping world,change is made more diftilt by the political

and social cotext. And the ability of the developed coleg to
influence this process is under strbesause oftteir own inward-
looking focus.

I know we all beleve that our gowth is importantly dependent on
growth in the developing wt, that we are one world, that it is a
unified world, and hhat it is hard to have a foot that is gangrenous
and not dieyourself. We live in a world where weeed to hild
human capacity in the developing coues;i we live in a world
where there is conflict; we live in a world where drugs areapom
threat. Therefore, | must caution yowaduld not want this confer-
ence to finishwithout rememberinghat the political and social
environment in the developing world is at this moment feagind
that the issues of delivery and of our commitment in the developed
countries are absolutely crucial to the stability of world order.






