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Foreword

On Sunday, September 25, 2005, a lecture sponsored by the
Per Jacobsson Foundation was presented by Michel Camdessus,
Honorary Governor of the Banque de France and Former Man-
aging Director of the International Monetary Fund, at the George
Washington University campus in Washington. Mr. Camdessus
spoke on the topic, “International Financial Institutions: Dealing
with New Global Challenges.”

The lecture was delivered in conjunction with the Annual
Meetings of the Boards of Governors of the International Mone-
tary Fund and the World Bank, as is traditionally the case. Per Ja-
cobsson Foundation events, which include not only lectures but
also occasional symposia on topics in finance, economic policy,
and international cooperation, are also sometimes held in the
context of the Annual General Meeting of the Bank for Interna-
tional Settlements (BIS) in Switzerland.

The Per Jacobsson Foundation was established in 1964 to com-
memorate the work of Per Jacobsson (1894–1963) as a statesman
in international monetary affairs. Per Jacobsson was the third
Managing Director of the IMF (1956–63) and had earlier served as
the Economic Adviser of the BIS (1931–56). Per Jacobsson Foun-
dation lectures and contributions to symposia are expressions of
personal views and intended to be substantial contributions to
the field in which Per Jacobsson worked. They are distributed
free of charge by the Foundation. Further information about the
Foundation may be obtained from the Secretary of the Founda-
tion or may be found on the website, www.perjacobsson.org.
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Opening Remarks

ANDREW D. CROCKETT

Ladies and gentlemen, let me, on behalf of the Per Jacobsson
Foundation, welcome everybody to this year’s lecture. We are
enormously privileged to have Michel Camdessus speak to us.

I don’t think it would be useful, necessary, or a best use of
time to spend a long time introducing Michel Camdessus to this
audience. He is well known to each and everybody in the room.
He has served at least three or four functions, any one of which
alone would merit an invitation to deliver this lecture. As you all
know, he has been, among other things, Chairman of the Paris
Club, head of the French Treasury, Governor of the Banque de
France, and, of course, he was appointed for an unprecedented
three terms as Managing Director of the International Monetary
Fund. I don’t think we could have anybody better placed to
speak to us on the subject of this afternoon’s lecture, on which
I know he has both thought deeply and felt passionately.
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International Financial Institutions:
Dealing with New Global Challenges

MICHEL CAMDESSUS

It is a great honor to have been invited by the Per Jacobsson
Foundation to deliver this address, and so to be given another
opportunity to walk, albeit briefly, in the footsteps of the great
third Managing Director of the IMF, Per Jacobsson. Not only that,
but looking at the list of my predecessors at this podium, you
seem to have given me a quasi guarantee of immortality.

On 13 occasions, I had the privilege to address the world fi-
nancial community at the Annual Meetings on emerging global
challenges and the best ways for our institutions to address them.
Let me say, by the way, that Rodrigo de Rato and Paul Wolfowitz
did this yesterday in outstanding ways.

So, when I was invited by Andrew Crockett and Leo Van
Houtven to dwell once again on these issues, I thought that I
would try to do something that might have been seen as pre-
sumptuous of me 10 or 15 years ago—namely, take a long-term
view, and put current problems in a long-term perspective. This
is what I would like to do today for a very pressing personal
reason, namely, that I have become a grandfather of eight chil-
dren and, as all of you who share the blessing of grandchildren
will understand, I am concerned about the kind of world we
are preparing for them. Of course, the prospects for further
rapid progress of globalization, and with it rapid growth in liv-
ing standards and further steps toward world unity, could justify
optimism, but reasons for concern are no less obvious. Trying
to imagine the international climate in which they will live—will
it be one of cooperative partnership, or of harsh resentment
and conflict?—I see particular importance in the roles of the
World Bank and IMF and the other international financial insti-
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tutions (IFIs). They can make a major difference, and this mat-
ters to me.

Our institutions have vital roles, in particular, in helping to pro-
vide a global environment of stable and sustainable growth, and
in helping the world address two key challenges: helping emerg-
ing countries become more advanced and helping the poorest to
reduce poverty—at least to reach the Millennium Development
Goals: a welcome, unprecedented initiative by the international
community—and thus to reduce exclusion and associated threats
to security, including terrorism. These challenges invite us to
evaluate our present efforts by looking ahead 10–15 years, to
2015–20. Of course, looking this far ahead is less a matter of
baseline scenarios than one of minimizing risks and maximizing
opportunities in an uncertain future. But I will suggest that one
of the surest ways of achieving it is to continue to support the
IFIs in a spirit of multilateralism—the approach of the founding
fathers when they created these institutions to help the world
face a future full of uncertainties in 1944.

So let me try to identify what will likely be the key global chal-
lenges of the next 15 years, and a few elements of a strategy to
face them. I will naturally focus particularly on the IMF, and I em-
phasize that any views I express are strictly personal.

*     *     *

FACING THE FUTURE

I have just referred to the need for global stability, and the
challenges of helping emerging market economies make rapid
progress toward the most advanced status, and fighting poverty.

Just by mentioning these issues, we already see how central
the roles of our institutions should be in the decades to come.
But looking ahead more broadly, we see a longer list of chal-
lenges that are global in nature, which can be dealt with effec-
tively only by institutions with global competence, acting in close
coordination with national authorities. Consider, for instance,

— the many potential sources of instability in emerging markets;

— the magnitude of global current account imbalances;

— the ongoing worldwide demographic transitions;
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— the global energy crisis;

— the HIV/AIDS crisis and other pandemics;

— the present challenges to global public goods such as pre-
vention of conflicts, health, and environmental preservation;

— the threat of global warming; and

— terrorism and other global threats.

We are very familiar with this list of challenges—too familiar,
perhaps, as we tend to lose sight of the magnitude of these
threats.1 We must face them, and in a way that takes on board the
ethical requirements embraced today by international public
opinion, namely:

• good governance, including transparency, openness, and ac-
countability, as well as elimination of collusion, corruption,
and nepotism as basic requirements for economic success;

• the importance of public ownership of policies, because of
the mutually reinforcing relationship between the quality of
policies and their success, on the one hand, and, on the
other, the participation of civil society, including the poorest,
in the formulation of policies and, of course, in the benefits
of those policies; and

• the need for partnership between developing and developed
countries, instead of past patterns of assistance and cooper-
ation that have not delivered on all their promises.

Beyond these, the IFIs will have to build further on the almost
universal recognition of the convergence between respect for
fundamental ethical values and the search for efficiency required
by market competition.

The IFIs must endorse these values, if they are to maximize
their chances of helping the world to realize the full potential of
globalization for universal sustainable development and to con-
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1Take as a very simple example, the “demographic revolution”:

— Associated with extreme poverty, it can generate major social turbulences,
uncheckable migrations, and, to say the least, increased insecurity. Have we
taken real measure of the fact that, in a world of 9 billion people in 2050, 90% of
the 2.5 billion additional human beings will be citizens of developing countries? 

— Associated with under-financing of pensions in advanced economies, population
aging can be at the root of major financial, if not social and political, disruptions.



tinue to be seen as relevant. This suggests a long-term reform
agenda, and we could try to identify now a few of its elements,
beyond those already under way.

*     *     *

ELEMENTS FOR A REFORM AGENDA

To establish a reform agenda we have to reconsider the mis-
sions of the institutions, their human and financial resources, and
their instruments of governance.

Adapting the Missions to the New Challenges

Having in mind the essential challenges that I mentioned for the
coming years, I would underline three key priorities for the IFIs:

— strengthening IMF surveillance,
— better equipping the IMF for its missions, and
— adapting the financing instruments of the IFIs to the needs

of their members.

Strengthen Surveillance

Surveillance is the primary responsibility of the IMF. To make
it more effective, I suggest particular concentration on four areas.
I am happy to understand that the IMF is looking at these at the
present time.

• To reinforce the messages of the IMF—particularly on the
major countries, given the systemic importance of their poli-
cies—I suggest that the preliminary conclusions of staff mis-
sions be submitted to broader public debate in these coun-
tries before their transmission to the Executive Board. With
due precautions and the agreement of the authorities, these
discussions could be open to civil society organizations, aca-
demic circles, parliaments, and regional partners, to provide
the staff with a diversity of views and enrich their assessment,
and also to increase the attention paid by the authorities to
the Fund’s conclusions.

• Second, more attention should be paid to long-term, struc-
tural developments that, if left unaddressed, can over time
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create intractable rigidities and obstacles to growth. These
include labor market rigidities, the consequences of demo-
graphic trends like aging, and even the accumulation of in-
ternational reserves, such as we have been seeing in Asia.

• Third, of course, the inter-relations between countries and
the systemic impact of policies should be a key focus of sur-
veillance. The growing and chronic global payments imbal-
ances are an obvious case in point. In a long-term perspec-
tive, this is an inescapable issue, even if the temptation is
strong to bury our heads in the sand. These imbalances are
unlikely to be resolved smoothly without a cooperative ef-
fort to facilitate what is becoming every day more difficult
and hazardous. Let me enter a plea for the Fund to take a
bold initiative in this area. In a previous incarnation, before
joining the Fund, I had the chance to be involved in the ef-
forts of the G-5 and G-7 to address cooperatively a similar
problem of global imbalances—efforts that became success-
ful, through the Plaza and Louvre agreements. These disci-
plines were—to my regret—abandoned. Now is the time for
a similar effort, led this time by the IMF, because many of the
key actors are not members of the G-8 and, more basically,
because there is no other—I insist, no other—legitimate,
global forum to tackle such a systemic problem. By the way,
the G-20 does not fit the bill, either. This is a situation where
the comparative advantage of a multilateral, global approach
is obvious.

• Last, still on surveillance, as far as developing countries are
concerned, more precise analysis is needed of their own ef-
forts and of the international support they receive in their
progress toward the MDGs, through the joint monitoring of
the IMF and the World Bank.

Better Equip the IMF for Its Missions

In view of the risks of a financial world dominated by huge
private capital flows, one of the missions of the IMF—to adapt
the international financial architecture to the evolving global
economy and to be prepared for the unexpected—is more press-
ing than ever. If we want a more stable and safer globalized
world, the international community should accept now, without
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further procrastination, that the IMF must be equipped with ex-
plicit competence and proper instruments in three domains:

1. liberalization of capital transactions,

2. orderly debt workouts, and

3. its role as a lender of last resort.

Orderly capital account liberalization

Capital flows have been central both to the tremendous ad-
vances of the past decades and to their crises. It was, then, nat-
ural for the international community to consider whether to ex-
tend the IMF’s mandate to include capital account liberalization,
and to amend its jurisdiction to allow the Fund to promote the
process. Indeed, eight years ago, at the Annual Meetings in 1997,
in Hong Kong, the membership acknowledged that it was time to
add this new chapter to the Bretton Woods agreement.

The emerging market crises brought the issues into sharper
focus. Since capital account liberalization is irreversibly under
way, should we accept a haphazard, piecemeal, and potentially
volatile process, or should the IMF help countries to manage the
process in a way that enhances economic stability and growth?
The Asian crises gave rise to second thoughts and arguments on
the merits of exchange controls, but in fact controls did not sig-
nificantly reduce the negative impact of the crises. With the ben-
efit of hindsight, we should now revisit the issue, taking advan-
tage of the lessons learned. Future global financial market
integration would gain from taking place within a well-structured
framework paying due regard to the stability and economic se-
curity of the countries concerned. Proper sequencing should be
recommended. In particular, countries should avoid premature
opening up to short-term borrowing; several countries suffered
from this in the 1990s, having ignored IMF warnings.

The IMF has a major contribution to make in this field, pro-
vided it is accorded the same kind of jurisdiction it has for cur-
rent account transactions. It could help countries in this process
of liberalization to satisfy key prerequisites, prime among which
are a sound macroeconomic framework and a robust, well-
supervised financial system.

Since this will necessarily take time, it would be best to start
right away. In doing so, we should not forget that exchange con-
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trols are never a substitute for the right policies and are an ex-
pensive way of buying time. Moreover, they typically lead to cor-
ruption and distortions, and also to inequity, since those who can
most easily circumvent them are usually the most affluent.

Orderly debt workouts

On the best ways to provide for orderly debt workouts, the
IMF has devoted an incredible amount of work since the onset of
the Latin American debt crisis more than 20 years ago. Even if
consensus is still elusive, experience has been gained, and I wel-
come, in particular, the adoption of collective action clauses in
international bond issues, and the adoption of “principles for sta-
ble capital flows and fair debt restructuring.”

On the question of a sovereign debt restructuring mechanism
(SDRM), recently a concrete proposal has been shelved. I believe
that on the basis of that proposal or of a slightly different one, a
debate must take place and a mechanism established; whatever it
could be, the IMF should play a central role in its enactment and
its operation; no institution is better placed and qualified for it.

A lender of last resort

On this point, allow me to be personal, as someone who on
two or three occasions was confronted with the risk of an imme-
diate systemic collapse, and who does not need any additional
sophisticated argument to be convinced that a globalized finan-
cial system needs a lender of last resort, and that the IMF is the
only institution equipped and prepared to play such a role in ex-
treme circumstances.

Using Walter Bagehot’s classic criteria, a domestic lender of
last resort, in the event of a national systemic crisis, would pro-
vide the system with unlimited amounts of liquidity, uncondi-
tionally, at penalty interest rates, to borrowers who have good
collateral. Of course, there is no simple parallel between the na-
tional and international levels. Nonetheless, the IMF is the clos-
est that the international financial system has to a lender of last
resort. It is a function that it has been performing, and adapting
to, for over 50 years, and it would be timely to confirm the Fund
in the role of providing the international community with this
vital guarantee with enough scope for judgment to avoid any
risk of moral hazard.
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In the crises of 1997–98, when several systemically important
countries simultaneously needed large-scale support, the re-
sources of the IMF were stretched to the limit. In an even more
widespread conflagration, what would happen? The IMF’s re-
sources, substantial though they are, could be completely inade-
quate. This is clearly a situation when it would be justified to be
able to create additional liquidity on a temporary basis. How? I
don’t see any better way than by making an innovative use of the
SDR, the IMF’s more and more forgotten reserve currency. It is
not unreasonable to expect that in a grave crisis the leading
countries would collaborate to inject international liquidity to un-
derpin confidence in the international system. But such support,
and its provision in a timely way, cannot be taken for granted.
This is why it is important that the IMF be authorized to inject in-
ternational liquidity when such need arises, and to withdraw it
when the need has passed, in a manner analogous to that of a
national central bank, through the creation and selective alloca-
tion of SDRs. The international community has been cautious in
authorizing SDR allocations in the past quarter century, in part
because of concerns about its notional inflationary potential. But
experience reinforces the case for considering the tremendous
potential that this instrument could have for the stability of the
global economy. It would suffice to put in place a contingency
system of allocation, to be activated in the event of a systemic
credit crunch. It would be understood that in such cases all coun-
tries would receive allocations, but that countries not significantly
affected by the crisis would put their allocation at the disposal of
an administrative account in the Fund to be lent conditionally to
countries facing a severe liquidity squeeze.

Adapt the Financing Instruments to the Needs of 
Their Members

Contrary to pessimistic views expressed recently, all conti-
nents, including Africa, can significantly accelerate their
progress toward the MDGs, and the international community
has demonstrated a readiness to improve quantitatively and
qualitatively its contribution to this end. Even if a lot remains to
be done, the decision taken for debt reduction in favor of the
HIPC countries, whatever the modalities of that—a few of them
calling, indeed, for some second thoughts—the pledge of an
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additional US$25 billion a year of ODA by 2010, and the deci-
sion taken in March in Paris to really, deeply improve the qual-
ity of ODA are important steps, as would be the adoption of the
suggestions of a few countries, including mine, to complement
present ODA with innovative financing (and I am sure that you
are all prepared to pay a little bit more for air travel). These
steps should encourage African countries in their reform efforts,
and their progress should lead donor countries to double the
extra US$25 billion contribution for the subsequent period to
2015. This may appear ambitious. It is not. It is amply within
the possibilities of the international community, and we should
not forget that by limiting their ambition to a mere halving of
global poverty, the MDGs are far from what is both necessary
and feasible.

This observation makes particularly pressing the need for all
partners in development, particularly the IFIs, to concentrate
their means and leadership in contributing to the MDGs. This is
primarily the task of the World Bank and the regional develop-
ment banks (RDBs), which have critical roles to play over the
next decade in making progress toward the MDGs. In my view,
the Bank does a remarkable job and continues to demonstrate its
courage and adaptability in responding to new requirements. I
have no doubt it will continue on this path of excellence. But
may its shareholders understand that, contrary to what Keynes
said, the World Bank is a bank, and that,

— if it was important to reintroduce grants in the panoply of
its instruments for development, and

— if it is essential also to work hard to progressively bring
market financing to the emerging countries, an enormous
task remains to be accomplished by the Bank as a long-
term lender. I would even suggest that, contrary to views
frequently expressed, and particularly given the need for
more rapid progress toward the MDGs, this role should be
increased, with

1. the Bank concentrating more on infrastructure investment;

2. the Bank shifting more of its attention from nation states,
its traditional clients, to cities, particularly mega-cities,
where the most critical unfinanced needs will be;
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3. the Bank using its unique leverage to facilitate, through
guarantees, the first steps of subsovereign borrowers in fi-
nancial markets;

4. the Bank continuing with its technical assistance and
guarantees to the development of local financial markets
in mobilizing local savings;

5. the Bank intensifying its cooperation with RDBs, which
have undertaken remarkable reforms and whose increas-
ingly valuable role should be further expanded. This evo-
lution will still leave the World Bank with huge responsi-
bilities, including as the world’s key think tank on
development issues and the leader in exceptional circum-
stances and projects;

6. let me also make here a more unconventional sugges-
tion. Our institutions have embarked boldly on the fight
against corruption; this is of tremendous importance as
we know that the economic cost of corruption is huge.
Taking the longer-term objective, of its eradication, the
institutions should help to provide a missing link that I
discovered in my conversations with spiritual leaders in
developing countries. If corruption is so pervasive, they
say—including in advanced countries—it is partly be-
cause many leaders of the private and public sectors
have never benefited, in their education, from exposure
to the basic ethical requirements of business or official
life. Would it not be a positive contribution to the qual-
ity of the business and official worlds, in a medium-
term perspective, to contribute to the dissemination of
such teachings in universities and business schools
around the world? If there are doubts about the poten-
tial value of such an initiative, I would refer you to the
World Faiths Development Dialogue, which Jim Wolfen-
sohn took the excellent initiative to create a few years
ago.

Let me turn now to the particular responsibilities of the IMF in
contributing to the financing of the poorest countries. This is a
slightly controversial issue, although the fact that it is controver-
sial has always been a mystery to me.
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• The membership should reaffirm the mission of the IMF in
support of its poorest members as an essential part of its
purposes under the Articles of Agreement, in response to the
recurrent suggestion that they be considered the exclusive
responsibility of development institutions.

• It has to be recognized that too many programs have failed,
or not delivered many of their promises, because their over-
all financing was inadequate or no contingency contribu-
tions were defined to compensate for delays or for the de-
fault of expected contributors. These considerations suggest
higher access to the concessional windows of the IMF. I
know that current thinking could be in the opposite direc-
tion, but I beg to disagree. Having spent a year as a member
of the Blair Commission for Africa, looking carefully at the
detailed situations of many of the poorest countries, and an-
alyzing the reasons for the suboptimal results of a number of
programs, I see it as thoroughly unrealistic to believe that
the IMF could fulfill its tasks with a tighter access to its con-
cessional windows.

• As recommended by the Blair Commission, more effective
and earlier contributions are needed in post-conflict situa-
tions as well as in the case of external shocks such as sud-
den and dramatic falls in commodities prices. I am de-
lighted to learn that steps are being considered at least in
the latter direction. While suggesting more boldness in re-
sponding to the financial needs of countries, I would in no
way propose to relax the disciplines of conditionality,
whatever people say who oppose them in the name of
local ownership by the countries. In well-designed pro-
grams, there is no such contradiction: conditionality only
reflects the key actions recognized as necessary by the
countries and the institutions together to maximize the
chances of success of the programs.

• Lastly, the membership should re-examine the relative impor-
tance they attach to debt reduction or even cancellation and
real transfers of resources. The Commission for Africa has
made crystal clear that in a medium- to long-term perspective,
real transfers of resources should be given highest priority.

MICHEL CAMDESSUS 13



Adapting the Resources to the New Missions

I would like here to mention some personal views on human
and financial resources.

Human Resources

Staffs of exceptional quality remain the best asset of our insti-
tutions, and we should always insist on “the highest standards of
efficiency and of technical competence” as stipulated under the
Fund’s Article XII. But let’s recognize that high competence, ef-
fectiveness, and professionalism have a price. I would therefore
urge the key shareholders—when they exert firmly, as they must,
their budgetary responsibilities—never to lose sight of this essen-
tial reality and of the growing challenges they themselves urge
the IFIs to stand ready to confront. Staff resources in the Fund’s
country work are spread very thin, while coping with an increas-
ingly demanding agenda. I am told that the average country team
in the Fund is limited to just over 2!/2 staff years. This calls, if any-
thing, for strengthening, not downsizing. The same applies to the
Fund’s responsibilities in the area of global financial stability and
oversight of the financial markets. The shareholders have been
right to give the Fund this important responsibility; they should
make sure that it is properly equipped to discharge it.

A change that is needed, however, is to broaden and deepen
the culture of the staff and to reduce its “cloning syndrome.” The
two central institutions would benefit greatly in selecting for their
dialogues with officials facing the complexities of political life,
staff members with national experience, or a broader culture in
social studies than the one that is generally required for their re-
cruitment. I would suggest that those in charge today of recruit-
ing the staffs—which 15 years from now will form the backbone
of the institutions—keep this high on their agenda.

Financial Resources: Quotas and SDRs

The IMF must remain a quota-based institution, and its share-
holders should refrain from arguing that “quotas are taxpayers’
money” to restrict the size of successive increases of quotas, lead-
ing over time to a progressive shrinking of the Fund relative to
the size of the world economy. I have heard—and I still hear—
many times representatives of the U.S. government and other
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governments telling me about the difficulties they have with leg-
islation relating to the Fund on Capitol Hill or their parliaments,
but would it be impertinent to suggest that they tell the Congress
and their parliaments the truth, namely that quotas and SDR
holdings have never cost a single cent to the taxpayer and that,
rather, they earn a market-based interest rate?

In view of the foreseeable challenges for the long term, quotas
should be seen for what they are: the least expensive public way
of providing for a common global good. This is the reason why
I will continue to argue, as I always have, for significant periodic
increases in quotas.

Lastly, at a moment when the supply of world liquidity is over-
abundantly provided for by private flows (and U.S. current ac-
count deficits), but when the inflationary risks remain well
checked, I fail to understand why we should continue adopting
a doctrinaire attitude regarding any suggestion for periodic allo-
cations of SDR. These

— would allow the poorest countries to receive foreign ex-
change reserves without having to borrow them on the
markets at excessive risk premiums;

— would be the most appropriate answer to the obvious need
of developing countries for “long-term liquidity”; and

— would allow for some revitalization of the SDR, which is
one of the few instruments that could play a decisive role if
an unexpected shrinking of global liquidity were to materi-
alize in the uncertain future we are facing.

Adapting Governance

The legitimacy of the Bretton Woods institutions is increasingly
questioned. Indeed, the world faces mounting universal demands
for more participatory governance at all levels of governance in
society, including, of course, in the multilateral institutions,
which must accommodate the growing role of new players. A lot
is at stake for the international climate of the next decades, de-
pending on whether these new players will be invited soon to
share global responsibilities or they will have to fight for them.
Progress so far has been slow, to say the least. Knowing pretty
well the hesitations, I suggest four measures that could distinctly
strengthen world governance in a participatory direction.
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Make more explicit the real political responsibilities

The first would respond to the demands of world public opin-
ion for citizens to be involved, through their legitimate repre-
sentatives, in the decisions taken at the world level. A reform
proposed years ago—the introduction of a supreme decision-
making body for the IMF—would respond to this demand. It
would consist in (finally!) implementing a decision adopted on
the occasion of the Jamaica amendment of the Articles of Agree-
ment in 1976 and transferring to a “Council”—which would be a
political decision-making body—the major strategic decisions
presently in the hands of the Executive Board, a body of high
expertise but technical in nature. The Council would replace the
present International Monetary and Financial Committee, which
has only a consultative role. With a governing body of a politi-
cal nature, the institutional setting would be in better harmony
with reality. The Council, working on the basis of staff analysis
and Executive Board deliberation, would be the ideal place to
discuss the policies needed, to address global systemic issues
with a global membership, and thus to take the place also of the
G-10, G-20, and other Gs. It would provide the present G-8 and
the “Global Governance Group” I will suggest later with all the
needed preparatory work, without requiring the creation of a
permanent and cumbersome secretariat.

No similar provisions have been considered for the World
Bank. The Bank nevertheless would gain credibility in adopting
a similar structure. This could be done by transforming the De-
velopment Committee into a decision-making body and provid-
ing it with more effective control over the activities of the Bank.
Moreover, its purposes would be, inter alia, to “review the trans-
fers of real resources to developing countries.” This change
would strongly signal the importance of the involvement of gov-
ernments in this matter, making sure, for instance, that all the
important orientations defined in Gleneagles are well taken into
account.

Far from leading to an undue politicization of the two institu-
tions, this would place responsibilities squarely where they be-
long, namely, with governments. This would, nevertheless, also
invite new decisions concerning the size and composition of the
Executive Boards.
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Reopen the debate on the size and composition of the 
Executive Boards

The size and composition of the Boards also call for major
changes, even if, due to the quality of their members, they con-
tinue to be effective in spite of their size. This reform would si-
multaneously respond to the situation newly created by the
progress of the European Union toward its integration, the grow-
ing importance in world economic terms of the emerging mar-
kets, and the difficult issue of “voice” for Africa, which still awaits
a convincing response.

One must recognize that the legitimacy of Fund and World
Bank decision making in the eyes of the general public can only
be tarnished by growing distortions between the new size of
economies and their respective quotas and Board representation.
I will not dwell here on the tremendously complex issue of the
quota formula even if I always saw the lack of significant con-
sideration of population size as a regrettable flaw. Whatever the
formula adopted, a practical solution would consist in reducing
to one the number of European executive directors, while pro-
viding the new single chair with an appropriate number of alter-
nates to ensure that the presence of the major European coun-
tries and all the diversities of Europe are well taken on Board.

A similar concentration should take place among other chairs
to avoid an excessive imbalance between the major players—the
U.S., European, Chinese, Indian, and Japanese chairs—and oth-
ers. This would allow a significant reduction in the size of the Ex-
ecutive Boards, and improve their efficiency, particularly if on the
occasion of such reform the seniority and caliber of Directors
were upgraded. The growing—and indeed exceptional—impor-
tance of their new role would amply justify it.

I recognize that this reform cannot be enacted immediately.
Legal issues must be resolved, on both the European Union and
Bretton Woods sides, but they are not intractable.

Such a change should be initiated, for its chances to be maxi-
mized, by the European countries, in light of their unique expe-
rience of multilateral governance, as part of a well-articulated
package of world governance reforms. Of course, this move
would be of major political importance and, from a European
point of view, can only be seen as justified and be actively pro-
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moted in the context of a global reform aimed at strengthening
the multilateral character of the global institutions in the face of
the challenges of our times.

Reform the procedures for the selection of management

The rules and practices for the appointment of the Managing
Director of the IMF and the President of the World Bank should
also be changed and the new system enacted on the next rele-
vant occasion. Both Europe and the United States should re-
nounce their present “privileges.” On that basis, the changes in-
troduced in the IMF in 2004—provided they make the process
unquestionably open to all candidates whatever their national
origin—should be extended to the World Bank. This would, no
doubt, reinforce the “legitimacy” of the two institutions.

In sum, these reforms, to be carried out in both institutions,
would provide several significant improvements from a participa-
tory and multilateral long-term point of view:

— they would provide management and staff with even
stronger incentives to anticipate and address the systemic is-
sues and to suggest to the membership the measures that
are difficult to envisage in the national frameworks;

— they would place the Ministers, notably from developing and
emerging market countries, in a stronger position of political
responsibility in the governing bodies of both institutions;

— they would better contribute to the alignment of the strate-
gies of the IFIs with the global priorities decided by the
“Summits”; and

— they would protect them better from a very broad tendency
of the public opinion to use them as the ideal “scapegoats”
for errors or negligence of shareholder governments.

These reforms, nevertheless, would be insufficient if the global
system of world governance, at its highest level, was not adapted
in the same spirit.

Contribute to a more participatory world governance

To gain increased relevance, the G-8 must continue opening it-
self up. Drawing the lessons of the experiences of recent years, we
could propose, in this regard, that each G-8 summit be coupled
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with an “extended meeting” to which all heads of state and gov-
ernments from the countries represented in the new Council
should be invited. This would be a way to put in place a “Global
Governance Group,” whose orientations would carry much more
credibility, legitimacy, and influence than the G-8 and G-20 today.

Provided its meetings were prepared with the active participa-
tion of the two institutions and of all the countries of the respec-
tive constituencies, this would provide a good representation of
the entire membership of 184 countries. As it would be attended
also by the Secretary General of the United Nations and by the
heads of the other relevant multilateral organizations, it would
offer a way of establishing a clearer and stronger link between
the multinational institutions and representative groupings of
world leaders. This could be a good way to address properly the
broader issue of world economic governance, far from the illu-
sion of promoting some utopian world government, but with the
more limited, but necessary, ambition of finding a global re-
sponse to inescapable global problems.

*     *     *

Now, as you have been so patient with me, listening to my re-
marks for too long, let me be very candid with you. To try to
speak about the long term was for me a way to dispel my anxi-
eties about the world in which my grandchildren will live but
also another way to pay tribute to Keynes who wrote a wonder-
ful paper about the world in which his grandchildren would live.
You remember certainly that on that occasion, he explained that
one of the best things which could occur would be that econo-
mists become as professional and modest as dentists. I believe
that the economist community has still a few steps to go in that
direction. But Keynes thought that even more than that was
needed, and he devoted the energy of his last years to the design
of our institutions. Today, we hear the view—shared fortunately
only by a minority of economists—that “60 years is enough” and
that smaller IFIs could be enough for a cozy universe where mar-
kets could solve all the problems of humanity. Let me tell you
that thinking about the world in which I would like to see Julie,
Paula, Camille, Ugo, and others to live, I cannot see how it could
become a more human place, if the IMF, the World Bank, and
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other IFIs were allowed to slide into obsolescence or only to be-
come the mere instruments of coalitions of nation-states. What I
see, rather, is the formidable potential for a better world their
continued reforms and strengthening could generate. There are
too many uncertainties in the world to come, to fail to take ad-
vantage of it. Good luck to those in charge.
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