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1. Let me begin by complimenting the Government of Indonesia for the excellent   arrangements made 
for these meetings, and thanking the people of Indonesia for their warm welcome and hospitality. Despite 
the challenges, the Government has made excellent logistics arrangements to facilitate successful conduct 
of the Annual Meetings 2018 of the Fund Bank. I recognize that this must have been an enormous challenge 
for Indonesian authorities to do so in the wake of shattering earthquake in Sulawesi last month. Conducive 
atmosphere is indeed a harbinger for the growing collective strength of the World Bank Group in its global 
mission to eradicate extreme poverty and build shared prosperity.  
 
2. A rising tide of trade and investment has supported a broad-based global expansion over the past 
two years. However, that cyclical revival now appears to be receding. More worryingly, we have also seen 
slowing down of the overall pace of trade liberalization in recent years, while policy actions restricting 
trade have increased. The rising trade tensions as well as the tightening of monetary policies in advanced 
economies have already impacted several developing and emerging economies adversely. Disruption of 
foreign investment flows and global supply chains are derailing the recovery in global trade and activity 
seen in last 2-3 years. We need to make coordinated policy choices, keeping the interest of all countries in 
mind, for alleviating these risks and for ensuring durable global expansion. 
 
3. In this context, we appreciate the theme of this edition of the Development Committee, which 
emphasizes the urgent need for all nations to strengthen their human capital to face the challenges of new 
and emerging technologies. We appreciate that the development of human capital by nations will be 
arguably the most important determinant of their long-term prospects. In view of this, our constituency 
countries have been striving to convert their large young populations into demographic dividend by 
focusing their social, political and economic capital on this transformation.   
 
4. Bangladesh has made remarkable progress in reducing poverty, supported by sustained economic 
growth. Based on the international poverty line, it reduced poverty from 44 per cent in FY 1991 to about 
13 per cent in FY 2018. In parallel, life expectancy, literacy rates and per capita food production have 
increased significantly. It has been able to achieve dramatic improvements in the areas of girls’ education, 
fertility, mortality, immunization, sanitation, rural roads and micro-credit. In 2018, Bangladesh fulfilled all 
three eligibility criteria for graduation from the UN’s Least Developed Countries (LDC) list for the first 
time; which is a clear recognition of the impact of its massive developmental efforts. 
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5. The Sri Lankan economy is expected to normalize gradually. Following subdued growth in 2017 
due to the lingering effects of weather-related shocks, a recovery is underway with agriculture starting to 
rebound and growth in exports remaining robust. Real GDP growth is expected to reach 4 per cent in 2018 
and around 5 per cent over the medium term. Sri Lanka has made noteworthy progress in its socio-economic 
and human development indicators. Social indicators rank among the highest in South Asia and compare 
favorably with those in middle-income countries. Economic growth has translated into shared prosperity 
with the national poverty headcount ratio declining from 15.3 per cent in 2006/07 to 4.1 per cent in 2016.  
 
6. Bhutan is one of the smallest but fastest-growing economies in the world. Annual average growth 
between 2006 and 2015 reached 7.5 percent and growth is forecasted to be in the range of 5.8 per cent to 
8.7 per cent during the period 2017-18 to 2020-21. As a result of a decade of high growth, Bhutan has been 
successful in reducing poverty. Extreme poverty has been almost eradicated, with the rate falling to 2 
percent in 2012. Bhutan, which has developed a solid development management system founded on the 
principle of Gross National Happiness (GNH), is considered a development success story with decreasing 
poverty and improving human development indicators.  
 
7. India maintained the rapid pace of systemic reforms for formalization of economy and unshackling 
its potential. Within the short span of four years, GDP at current prices has risen at an annual average rate 
of about 7 per cent, enabling India to reach the position of the sixth largest economy in the world.  This 
robust growth is built on a strong macroeconomic foundation, powered by a series of reforms aimed at 
promoting investment and job creation, and building transparency and accountability into financial systems. 
The introduction of the Goods and Services Tax, the largest tax reform, has not only increased the tax base 
by 50 per cent, but also transformed India into a single market from a set of several disparate economies. 
Pursuing the agenda of financial inclusion, India provided access to formal banking services to over 315 
million households.  The share of account ownership among rural adults has more than doubled from 33 
per cent in 2011 to 79 per cent in 2017 significantly bridging the rural-urban gap.  Financial inclusion and 
the Aadhaar identification system, has enabled India to make direct cash transfers of about US Dollar 64 
billion to its citizens, thus improving governance and social protection. 
 
8. India’s rapid growth has been coupled with large scale initiatives in human development. The 
Samagra Shiksha Abhiyan has been launched to focus on access and quality of education and to benefit 197 
million school children. Through the Ayushman Bharat Program, India has now launched the world’s 
largest Health Insurance Initiative for providing 500 million citizens with adequate health coverage and 
transforming 150,000 health centers into Wellness Centers to provide comprehensive primary healthcare 
services. Sanitation coverage has been expanded from 38 per cent in 2014 to 83 per cent in 2018, through 
the construction of over 72 million toilets and simultaneous societal reforms.  
 
9. Gender issues remain central to India’s development agenda. 90 million women entrepreneurs have 
benefitted jointly from MUDRA and Stand Up India initiatives. The Pradhan Mantri Ujjwala Yojana has 
reduced drudgery and improved health of about 38 million women by providing them with LPG connection 
for replacing firewood and coke based cooking stoves.  
 
Let me now turn to the agenda for this meeting of the Development Committee.  
 
Disruptive Technology 
 
10. Digital technologies have emerged as a critical driver in the developmental process now. Their 
enormous potential can enable countries to leapfrog in critical interventions in the areas of health, education, 
financial education and services delivery with scale and speed. By harnessing the potential of these digital 
technologies, we can accelerate the achievement of sustainable development goals. If not absorbed and 
mainstreamed well in the system of production of goods and services and delivery of public services, these 
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enormously potent and useful technologies maydisruptthe existing systems and make the non-adopters fall 
behind badly.  
   
11. The technology space has witnessed both concentration of power and data in a few corporates as 
well as a rapid proliferation of unregulated small players. The challenges of fostering innovation and 
managing risks must be met to enable governments to apply digital technologies in governance and delivery 
of services, thereby creating a robust citizen interface.  Digital technologies carry the risk of high rate of 
obsolescence. Many of the client countries may not be in position of bear the cost of frequent technological 
shifts unless they also reap the productivity gains of these technologies fast. This could lead to risk-averse 
behavior amongst many, thereby deepening the digital divide.  There is need for collective work to ascertain 
how some of the digital technologies for global governance could be made into public good through private 
and public-sector coalition platforms. We look to the Bank to work with the member countries and other 
multilateral institutions to bring a balanced approach to mitigating the challenges and optimizing the 
advantages from the use of digital technologies in developing economies. 
 
Human Capital Project 

 
12. The technologies of artificial intelligence (AI), internet of things (IOT), automation and robotics 
represent the fulcrum of the third Industrial Revolution or we may call it Digital Revolution following on 
the two great revolutions in the history of humankind- the Agriculture Revolution and the Industrial 
Revolution. As these technologies would largely replace use of human brainpower in routine tasks, humans 
will have the potential to use their skills for jobs of higher cognitive order or to expand the scope of the 
services which humans today deliver using their brain power. This will have a major impact on the nature 
of the type of workforce and its work content. The nations that are prepared for this rapid change can 
facilitate smooth transition and prosperity of their citizens better. 
  
13. In this background, we appreciate the efforts made by the Bank in developing and focusing on 
human capital project to raise awareness and increase demand for interventions to build human capital. 
However, the role the Bank has assigned to Human Capital Index (HCI) as the center piece of this effort is 
making the whole effort go in a completely wrong direction. The human capital challenge needs to be 
recognized, measured and described in much better ways for countries to devote their resources to meet it. 
HCI cannot replace more serious programs of advocacy, measurement, and analytical work that the Bank 
must pursue. In fact, the use of this metric cannot be a substitute for policy and investment support. Hence, 
we hope that the Bank will focus on the strategies for its client nations to prepare them better for the 
changing demands of a technology-driven economy. 
 
14. In our considered judgement, the initial version of the human capital index (HCI), as has been 
developed and presented, reflects very tentative nature of the methodology, incorrect selection of variables 
and inadequate representation of real situation thanks to considerable data gaps and use of opinion data in 
constructing the Index. We believe much more efforts and consultations are required to be undertaken 
before we can come anywhere near the concept of a right HCI to measure the state of development of human 
capital in a country in the dynamic context of fast changing technologies and global integration.  
 
15. Transformation of physical and human capital takes huge investments and enormous time, and 
there can be no shortcuts. Given the massive repercussions of these major themes, we urge that the 
Governments be supported to manage such transformation. We would like to underscore a few areas for 
such support from the Bank Group.  
 
16. Firstly, a majority of the workforce in many developing countries such as in our constituency are 
still dependent on agriculture. Mechanization of agriculture may represent the largest shift of work and thus 
pose a big challenge. This is the unfinished challenge of moving from the first revolution- the Agriculture 
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Revolution to the second revolution- the Industrial Revolution. While emphasizing the need for building 
productivity, migration and diversification of opportunities for rural labour, we must be mindful that cities 
in such emerging countries must also generate abundant new jobs to employ the farmers displaced by the 
industrialization of agriculture.  
 
17. Secondly, automation and robotics are changing the form of centralization and decentralization of 
production processes with firms re-shoring production bases and producing goods using robotics closer to 
consumer markets. This logic coupled with anti-globalization sentiment in major advanced markets is 
perhaps influencing decisions of multinationals to shift production away from emerging economies. As 
automation erodes the benefits of low wages, creation of formal industrial jobs in developing countries is 
threatened. Developing countries would need to find new ways to produce better and more economical 
goods and services using their brain power augmented by digital technologies. 
 
18. Thirdly, the demand for higher order cognitive skills and adaptive learning generated by the spread 
of digital technologies will also necessitate large scale, sustained and contemporaneous skill development 
of workers.  Hence, there is an urgent need for multilateral institutions to help developing countries rapidly 
expand human capital investments in education, skilling and life-long learning despite the limitations on 
resource mobilization and the debt vulnerabilities in some of them.  
 
19. Fourthly, there is an increasing trend towards informality and lower social benefits. With already 
high levels of informality existing in developing economies, innovative measures are needed for enhancing 
workers’ welfare and for including informal workers under formal support measures. While the concepts 
of universal coverage of benefits and social protection have gained currency, they must be backed by a 
thorough look at the fiscal impact which they will have in developing countries and at the need to create 
and maintain incentive to work in young populations in them.   
 
20. Finally, we would like the Bank Group to put in more efforts in orienting its policies and expanding 
its investment in support of the developing countries to handle the challenges related to human capital. 
 
Bali Fin Tech Agenda 
 
21. Technological development has transformed the financial landscape around the globe. Now, the 
world appears more financially inclusive than ever before. It is reported that 515 million adults worldwide 
opened an account at a financial institution or through a mobile money provider between 2014 and 2017. 
The share of the global adult population armed with a bank account has gone up from 51 per cent in 2011, 
to 62 per cent in 2014, and to 69 per cent now. Technological innovation in financial space has contributed 
to this improvement in financial inclusion. India has played most prominent role in achieving this 
remarkable progress. 
 
22. We welcome the Bali Fin-tech agenda, and hope that it will guide countries to achieve a balance 
between robust regulation and cyber security on one hand and privacy and ease of operation on the other. 
While Fin-tech rightly needs to be embraced, with its benefits of innovation, cost efficiency and scalability, 
national authorities must create robust risk management structure to maintain financial stability. In India, 
regulators are responding to these challenges in a systematic manner to create a conducive eco-system for 
Fin-tech innovation.  
 
23. The Government of India recognizes the need to develop necessary infrastructure including data 
provisions to fully exploit the economic growth opportunities of Fin-tech. Recognizing this, the Ministry 
of Finance in India has constituted a Steering Committee on Fin-tech related issues to suggest changes that 
will make Fin-tech related regulations more flexible, generate enhanced entrepreneurship in an area where 
India has distinctive comparative strengths vis-a-vis other emerging economies, and  find ways on how Fin-



 

 6 

tech can be leveraged to enhance financial inclusion of MSMEs. Through this, it also aims to ease access 
of financing to MSMEs and spur their growth. 
 
24. Given the very nature of Fin-tech, global collaboration to address risks and enhance benefits is 
inevitable.   A joint platform of World Bank and IMF would be valuable for discussions on the cross-
jurisdictional compatibility of national legal and regulatory frameworks. This platform can also be used to 
discuss the implications of Fin-tech and digital currencies on the international monetary system and 
monetary policy transmission. As taxation of digital economy poses major challenges, a coordinated 
approach may be needed to prevent arbitrage. The platform can also be used to discuss development of an 
integrated system of surveillance and monitoring of risks posed by Fin-tech. 
 
Debt Vulnerabilities of LICs 
 
25. We live in a time of extraordinary promise of a large, young and aspirational population in the 
developing countries. This promise notwithstanding, the challenges that these countries encounter can be 
quite overwhelming. We have the choice to coordinate resources, technology and common purpose to meet 
the developmental challenges and enable young people living in developing countries to fulfill their 
potential. But skewed access to financial resources may stand squarely in the way of this promise. High 
indebtedness in many low-income countries is a symptom of this challenge. Some countries have 
accumulated large debts and that too remarkably in a short period of time. Large debt expansions have 
occurred in very small economies too. The data on rising debt vulnerabilities is alarming. Almost a decade 
after the financial crisis, the global debt has surged to historic high levels of US dollar 164 trillion in 2016, 
equivalent to 225 percent of global GDP. The world is now 12 per cent of GDP deeper in debt than during 
the previous peak in 2009. Reversal in the financial market conditions could expose debt vulnerabilities 
with dire consequences. 
 
26. Having said that, huge financial resources are required to build infrastructure, propel economic 
growth and provide basic services in emerging economies and low-income countries. A multi-pronged 
strategy is needed to address all elements that impact debt. Therefore, a focus on supporting Domestic 
Resources (Tax, Remittances and Anti-Corruption); Strengthening Key Areas for Growth and Development 
(Infrastructure, Energy and Food Security and Nutrition); and Promoting Inclusion and Opportunity (Trade 
and Global Value Chains, Financial Inclusion, Human Resource Development and Employment and 
Inclusive Business) must continue and gain momentum. The effective and expeditious synchronization of 
this agenda will help in addressing the debt vulnerabilities. The role and effectiveness of the Bank 
institutions in bringing in more private capital into developmental financing, developing local currency 
markets and building robust debt management and fiscal management systems is going to be critical.  
 
Summing up 
 
27. Technological progress now, compared to other factors of production earlier, is the key driver of 
growth of GDP per capita, allowing output to increase faster than labor and capital. The world, till now, 
had seen the Sub-Industrial Revolutions driven by steam power, electricity, and electronics. The new digital 
technologies represent the core of the Digital Revolution. We must harness this revolution for improving 
quality of life in all countries and for creating humane working environments and protection measures. 
 
28. The new technologies should be welcomed for their potential economic benefits. But economic 
incentives and public policy will play a significant role in shaping the direction and effects of technological 
change. Hence while enhancing our human capital, to ensure durable global expansion, we must come 
together for coordinated policy choices for alleviating the trade risks and for renewing our compact to tackle 
poverty, inequality, climate change and fragility. 


