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TO: Mr. James D. Wolfensohn 

FROM: Geoff Bergen 

EXTENSION: 8-5225 

SUBJECT: Indonesia Speech 

Attached is a revised draft of the Indonesia speech. This has undergone change from the 
version handed you at the briefing on Thursday, and has been developed with the full 
participation of the EAP team. Russ will be meeting with you about this and the 
Singapore speech in the next couple of days in hopes that we can make whatever 
revisions you would like prior to your departure. 
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Introduction 

Mr. James D. Wolfensohn 

Sustaining Development in a Changing World 

Remarks to the Indonesia Summit 
Jakarta, 13 May 1996 

• Acknowledge President Soeharto [ who speaks just before you]. Thank you for your 
inspiring words. 

• Acknowledge VIPs in audience [ attendees list forthcoming] 

• It has been a long time since I was last in Indonesia, but I have followed Indonesia's 
achievements over the years, and I consider them remarkable. In 1967, Indonesia's 
income per capita was around $50, around half that of Bangladesh, India or Nigeria. 
This year you are crossing the important threshold of $1,000 per capita GDP, placing 
you in the ranks of the middle-income countries. 

• In the ten months since becoming President of the World Bank I have traveled 
extensively among our client countries. I have seen places where economic growth 
seems elusive, and I have seen the results in poverty and human suffering of the most 
appalling kind. Indonesia's experience of steady growth and poverty reduction, along 
with many other East Asian countries, stands in stark contrast to these other parts of 
the world. Nobody did all this for Indonesia; Indonesians have done it for 
themselves, their own way. 

• A lot oflndonesia's accomplishments hold lessons for other parts of the world, and I 
am aware that you are visited regularly by officials and businessmen from elsewhere 
who want to learn how you did it. Above all, your approach involved getting the 
basics right. It focused on creating high domestic savings to finance investments. It 
put the investments where they were most needed, in both physical and social 
infrastructure. And it created the context for high returns to investment through 
sound macroeconomic management. 

• A hallmark of your strategy was investment in your people. Within just 10 years 
(1973-1983) you attained universal primary emollment, including for girls, and your 
secondary and tertiary emollments have risen sharply. Adult illiteracy has fallen by 
almost two thirds. And by any international standard, your reduction of poverty is 
impressive: At current trends, less than 10 percent of your population will live below 
the poverty line by the year 2000. 
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• The World Bank is a global institution. A service we provide to our members is to 
watch and analyze economic trends throughout the world, and to share our 
observations. Because of this, we are aware of the challenges that a rapidly changing 
and highly competitive new global economy poses, and particularly to countries such I 7 

as Indonesia which have made rapid strides to enter the ranks of middle-income 
countries and wish to continue their progress. 

• The question is how you sustain development in a world defined by rapid change. I 
would like to talk today about what I see the challenges to be, how they can be met, 
and how the World Bank can continue to work with you as a partner in this mission. 

Development Challenges in a Changing World 

Global and regional transition / 

• The world economy is changing more rapidly now than probably at any other 
time in history. Private investment is now playing an increasingly dorytfoant role, 
with $170 billion in private capital going to the developing countrie~ttst last year. It 
is an increasingly competitive world economy, with trade barriers fa1ling and new 
trading patterns emerging constantly. World merchandise exports 'llave come close to 
doubling over the last two decades, and are projected to grow at more than 6 percent a 
year, with trade in services such as information technology and telecommunications 
out in front. Emerging market economies are in the middle of this revolution. During 
the first three years of the 1990s, developing countries contrib ted 70 percent of !Qe 1 
growth in global GDP and half the growth in world trade. ----------- ~i- c...,,( , 

• The extraordinary change going on in the world-wide economy is reflected in the 
East Asian regional economy. For that matter, the East Asian region is in many 
ways at the center of current global growth. East Asian countries are in fact the 
principal beneficiaries of the massive increase in international capital flows, and they 
have forged important economic and cultural ties around the world. Since 1960, East 
Asia's 23 economies have grown faster than any other region of the world. Just in the 
five years between 1992 and 1997, the GDP of Asian developing countries will have 
risen by nearly 50 percent. The region's commercial opportunities are enormous. We 
expect East Asia to become the largest regional market in the world in the early part 
of the next century. 

• East Asia's economies are increasingly integrated, and this is reflected in the 
cooperative agenda that has been forged in both ASEAN and APEC. Intra-regional 
trade has increased from 3 percent to 10 percent of the region's total trade over the 
past two decades. 

• Another transition is from predominantly rural to predominantly urban 
societies. In the early 1990s about 500 million East Asians lived in towns. By 2020 
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we project that the urban population could be about 1.5 billion. By~ East Asia is 
expected to have 9 cities with more than IO million people each. 

• There is also a transition from planned· to market economies. Two-thirds of East 
Asia's population lives in economies making this transition, meaning that very large 
numbers of workers and their managers must cope wi Ii the new highly competitive 
international economy for the first time. ~ i;:-~ Jrl-J-A.A 1 

• And, finally, there is a social transition taking place. The global economic 
revolution, combined with rapid advances in information technology, is producing a 
revolution in social values. East Asia' s increasingly middle-income and more urban 
populations want to be more involved in their countries' political and developmental 
decisions, they seek high quality and accountable public services, and they demand 
increasing transparency and liberal access to economic opportunities. In addition, the 
population is aging and the demand for improved social security is becoming more 
urgent. 

The Challenges of Global and Regional Transition 

• None of these transitions within East Asia has bypassed Indonesia, which is a central 
and critical actor in the regional economy. And as you know only too well, the 
changes bring challenging new opportunities. 

• Human resources. In order to seize the opportunities afforded by the new 
international economy, it is absolutely necessary to intensify investment in people -
in developing the human capabilities that will allow East Asia' s economies to stay on 
the cutting edge of competition. Industrial restructuring in the region means that 

j ways must be found of providing high-paying employment opportunities. This, in 
tum, requires constant upgrading of worker skills. 

• But of course investing in human resources means far more than simply improving 
the technical education of workers - important as this may be. It is equally critical to 
guarantee that the basic needs of people are met. It is critical that investments 
continue to focus on the expansion of universal access to high-quality education 
(including for girls), ensuring that housing and health are adequately provided for, 
and that inequities between different populations and regions are evened out. It is 
particularly important to ensure that women have adequate access to social services, 
education and health facilities, and economic opportunities. It is only through this 
that East Asian countries can continue to ensure economic growth with equity for 
their populations. 

• I know that the challenge of human resource development is well understood in 
Indonesia. Your long-run development plan outlines a bold strategy to take the 
country into the twenty-first century through improving the human resource base. 
Your strategy includes improving the quality of basic and higher education; 
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improving access to education in less-developed regions; upgrading skills through 
training; and delivering health services to disadvantaged groups - particularly the 
poor, women, and those living in remote areas. 

• Infrastructure. A key challenge is the need to expand and upgrade the quality of 
infrastructure. We estimate that meeting the demands of infrastructure region-wide in 
East Asia will require up to US $1.5 trillion dollars over the next decade. These 
investments are essential if rapid economic growth is to continue. In Indonesia, some 
$45 billion dollars' worth of infrastructure investment is needed over the next three 
years alone. Despite past progress, there remain significant areas of need; for 
example in getting clean water supply to the poor, and increasing access to electricity 
and telecommunications in rural areas. 

• Reforms for market-led growth. Only the private sector can take East Asia beyond 
the emerging challenges it faces. But growth in private investment is impeded in 
some countries by archaic legal and regulatory systems. What many East Asian 
countries need is improvements to the legal framework governing investment and 
production that allows the predictability and incentives private investors need if they 
are to go ahead with their projects. The private sector also needs a sound system of 
finance and credit, but neither the regulatory framework, the banking systems, nor the 
capital markets that are needed exist in most East Asian countries. But the citizens of 
East Asian countries are also increasingly calling for transparency in economic 
decision-making. This doubles the need for clear legal, regulatory and administrative 
systems. 

• Tackling poverty. There are still large pockets of poverty throughout East Asia, and 
I know that this is a matter of particular concern to Indonesians, who have already 
done so much to overcome poverty. We cannot forget that 80 percent of East Asia's 
population, or about 1.3 billion people ( counting China), live in countries with an 
average per capita income of less than US $700. The commitment to tackling poverty 
in East Asia must be sustained. Solutions must continue to be premised on economic 
growth, but with more emphasis on institutional mechanisms targeting the needs of 
the poorest populations. 

• Indonesia's record in poverty reduction is among the best. But it continues to face a 
large poverty challenge. As many as 26 million Indonesians live in poverty and many 
more are just above the poverty line. In some regions, the incidence of poverty is 
much higher than the national average. In this regard, it is heartening to note the 
government's positive, can-do attitude. Rather than rest on the laurels of their past 
achievements, they have initiated a new program of targeted poverty reduction 
[known as Inpres Desa Tertingal or IDT] which is already making significant 
progress. 

• Protecting the environment. With East Asia's rapid growth, environmental damage 
is a dark spot on an otherwise very impressive record of achievement. Developing 
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sound environmental policies and practices is not just a matter of aesthetics; it is 
sound economic policy as well. In Jakarta, the annual cost of air pollution has been 
calculated at about US $600 million; in Bangkok, the cost is more like US $2 billion. 
Indonesia has the world's second largest endowment of tropical forest area. What 
happens to this will affect not only Indonesia but the region and the world at large. 
Presently, deforestation is continuing at too high a rate. Going into the next century, 
there will be huge pressure on water resources, forests, coral reefs and other natural 
resources that are under assault. It is vital that East Asia develop both the national 
and the regional mechanisms that will make it possible to anticipate and manage these 
problems. 

None of these points will come as a surprise to Indonesians. In fact, you are entirely 
aware of all these challenges and are moving forward to grapple with them. The 
question is how to develop sure solutions that can ensure long-term sustainable 
development in the climate of rapid global and regional change. The answer lies in 
partnership. 

OVERCOMING THE CHALLENGES THROUGH PARTNERSHIP 

• The emerging trend in recent years, and the way forward toward sustained 
development is in partnership of several varieties: 

=> Partnership among countries. To make the most of each country's comparative 
advantage within a region and to increase the welfare of all, it is critical that 
regional partnerships be formed in a spirit of mutual trust and shared goals, but 
which are open to countries from beyond the region in a non-discriminating 
manner.. At another level, this facilitates partnerships between private sectors, 
public institutions and the civil societies of different countries. In East Asia, both 
ASEAN and APEC have an agenda of shared goals that reflect the desire of the 
region's countries to work together more closely. 

=> Public-private sector partnership. Increasingly, large-scale projects demand the 
joint involvement of the public sector and private investors. This is particularly 
the case with infrastructure. Developing the infrastructure for the economies of 
the 21 st century is not only expensive, but involves complex financing 
arrangements between public and private partners (both domestic and foreign), 
and highly specialized technical expertise. 

=> Partnerships with civil society. The economic and social changes I mentioned 
before have brought forth an explosion ofNGOs, business organizations, 
community and women's groups, and other forms of organization. All of these 
have a stake in the major policy decisions affecting the welfare of their members. 
Increasingly, as stakeholders in national development, they are demanding a voice 
and a role as partners in the development process. And this is a voice that should 
be heeded; often, they are the ones with the knowledge and grassroots connections 
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that can get the job done most effectively. They are valuable partners in 
development. 

• It is clear to me that Indonesia is not only"aware of the challenges I have noted so far, 
but also has made progress in establishing the partnerships which are necessary to 
overcome these challenges. You have begun to establish public/private partnerships 
in the area of infrastructure services such as power, telecommunications and roads. 
You have played a big part also in promoting parnerships between countries in the 
region. Your bold leadership of APEC, culminating in the Bogor Statement, is 
widely appreciated. And your role within ASEAN is an example of how to produce 
cohesion and consensus for common objectives. 

The World Bank's Role 

• We in the World Bank are also adapting to the global changes I have mentioned. We 
are strengthening our partnership with the countries of the region. Our essential 
mandate in this partnership remains poverty-reduction through broad-based, market
led economic growth. 

• In Indonesia, we have been your partner since you began your drive for sustainable 
development nearly 30 years ago. Presently, our partnership encompasses several 
areas: We actively support your efforts to eradicate what remains of poverty, as well 
as development gaps between your central and outlying islands; we are helping you 
meet your goals in upgrading your capacity for quality education and building labor 
skills, as well as basic health care; we are helping you increase your competitiveness 
by supporting your continued liberalization and reform of business and trade 
regulation; and we are helping you protect and conserve your unparalleled natural 
resources. 

• I believe that, while continuing to support the economies of Indonesia and other 
countries of the region with assistance of this kind, one of our key emerging roles is 
to adapt to evolving regional partnerships. 

• We are working with regional institutions, providing our expertise and experience for 
the research and analysis that underlies regional economic arrangements. We are 
supporting the proposed 1996 Work Program for APEC Co-operation in 
Infrastructure that is being led by Indonesia and the United States. We are also 
undertaking analyses of the key issues in the East Asian development policy agenda 
with local institutions in Indonesia and other countries in the region. And we are 
expanding our collaboration with NGOs, the private sector, and other organizations to 
more closely integrate civil society into the development process. 

Conclusion 
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• To conclude, let me repeat that the global economy is undergoing change as never 
before, and that your regional economy is in the thick of it. This creates new 
opportunities and new challenges. 

• In Indonesia you have done a fantastic job ofrising from poverty to the ranks of 
middle-income countries. Yet the changes in the world and the region pose new 
challenges for you as much as for any other country in the neighborhood. The key to 
overcoming them is to forge new partnerships, both domestically and internationally. 

• The World Bank has been your partner throughout your drive for sustainable growth, 
and we will be with you as you face the challenges of the future. 

• Thank you. 


