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I. Intensifying Action Against HIV/AIDS

      I appreciate that the topic has been included for discussions at

Development Committee meetings this time. I share the view that the

epidemic poses a great threat not only to public health, but also to

sustainable development itself. The destructive effect of HIV/AIDS is

beyond national boundaries and no single nation can overcome this

global epidemic alone. We support the World Bank's involvement in

HIV/AIDS prevention and treatment related activities. We would like to

call upon the international community, particularly developed countries

and multilateral development institutions, to strengthen their coordination

in fighting against the epidemic and to provide more financial resources

and technical assistance to developing countries.

        I am happy to see that the World Bank along with the international

community is engaged in the activities to promote HIV/AIDS vaccine

and drug related research. I want to emphasize here that the development

of HIV/AIDS vaccine and drugs is by no means a pure pharmaceutical

matter. Instead, it is a global public good that will have tremendous

impact on health as well as lives of millions and millions of people and

we have to take it seriously as a matter of sustainable development. It is
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inadequate to rely solely on a few pharmaceutical firms to take care of

this global public good. And in this regard, the World Bank should

increase its support by providing more concessional resources and at the

same time try to mobilize more financial and technical support from the

international community to help developing countries to participate in the

research and development of HIV/AIDS vaccine and drugs.

          Taking this opportunity, I would like to point out that in helping

developing countries against the epidemic, particular attention must be

paid to their specific situations, such as racial, religious, cultural related

issues, and more emphasis must be placed on the development of low-

cost technologies and measures to prevent and cure the diseases.

           The Chinese government is fully aware of the disastrous impact of

the epidemic in social and economic terms. In his response letter to

President Wolfenson, Mr. Jiang Zeming, the President of China, made it

clear that the Chinese government is determined to do its best to bring the

epidemic under control. The Chinese government also hopes to

strengthen its cooperation with and obtain more support from the

international community in this area. The Chinese government has

formulated "Medium and Long-Term Program on Prevention and Control

of HIV/AIDS in China", specifying the guidelines, objectives and action
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plans on prevention and control measures. It is our view that the

government policies, multi-sector cooperation and public participation

are the key to the successful implementation of preventive and control

measures.

II. Trade and Development

In the course of the globalization of world economy, flawed

international trade system has increasingly become an impediment to the

economic growth of developing countries, in particular the poorest ones

that depend on primary commodities for export. Hence, I think it

necessary to include trade, development and poverty reduction issues for

discussion at this meeting.

          For quite a long time, developing countries have not been

successfully integrated into the world trading system. The primary reason

for this failure is that under the current system developing countries have

not been in an equal position vis-a-vis their trade partners from

developed countries. International development institutions should help

developing countries explore how to get equal opportunities and benefits

from trade liberalization.
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     Needless to say that developing countries should carry out their own

reforms in order to enhance their economic and trade growth. However,

distinction between rich and poor countries has to be recognized in terms

of the means to compete in the international market. In the process of

trade liberalization, it is not possible for the poor to stand at the same

starting lines with the rich. There are now 3 billion poor people in this

world who live on less than US$2 a day. They have extremely limited

means to compete in the international markets and are facing

deteriorating terms of trade. If rich countries do not open their markets to

poor ones, it can hardly be expected that international trade would

contribute to development and poverty reduction in poor countries. In

this connection, I would like to quote the remarks made by President

Wolfensohn at last year’s WTO Seattle Meeting: “It makes no sense to

urge poor countries to reform their economies, to urge them to compete

and pay their way in the world, while denying them the means to

compete.” Therefore, in discussion of trade and development issues, we

should focus ourselves not only on domestic reforms in developing

countries, but more importantly on their access to developed countries'

markets.
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It is a generally accepted principle that the free trade system should

be established on the basis of comparative advantages. The principle

advocates fair, balanced and mutual-beneficial trade system. Therefore, it

is very unreasonable for the developed countries to apply "double

standards" on market access. While urging developing countries to open

those markets where developed countries enjoy dominating advantages,

developed countries are protecting those of their own domestic industries

where they have long lost comparative advantages, and the barriers

against products of such industries from developing countries remain

high. Such double standard is harmful not only to developing countries,

but also to the long-term interests of developed countries themselves.

Each and every country has to undertake structural adjustment and open

its domestic market based on its changing comparative advantages

commensurate with different development stages. This is unavoidable in

the process of economic globalization. Therefore, developed countries

should not view opening markets where they are no longer competitive as

a unilateral favor to developing countries. Rather, they should consider it

as an evolutionary process of economic development.

We support the Bank's efforts in urging developed countries to

open their markets. Undoubtedly, opening of markets will put economic
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and social costs and pressures on each and every country. However, it

should be noted that developed countries have not yet taken serious and

concrete steps in further opening their markets. While developing

countries are by and large in the process of fulfilling their obligations in

the agreements concluded in the Uruguay Round, developed countries

have failed to fully implement their part specified in the Uruguay Round

negotiations with regard to further opening their markets. Based on their

economic strength and by adopting proper domestic policies, developed

countries shall be in a better position to absorb the social costs associated

with structural adjustment and market opening. We therefore urge

developed countries to take concrete actions to resist domestic political

pressure in order to further open their markets to developing countries.

         We support further strengthening of the cooperation between the

World Bank, IMF and WTO in reforming global trading system,

however, such cooperation should proceed under clear division of

responsibility. We welcome the Bank and the Fund to conduct research

on the inter-relationship between trade and macroeconomic stabilization

and development. The trade policy and institutional reform, particularly

in terms of the pacing and sequencing of opening domestic markets,

should be done within WTO framework and through multilateral
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consultations. The trade reforms should not be made as the

conditionalities from the Bank and the Fund.

         The World Bank should focus on how developing countries could

better participate in international division of labor through fully tapping

potentials of their comparative advantages along with their different

economic development stages; how these countries could take the

challenges and seize the opportunities brought about by the emerging

“New Economy”. While providing advisory service on policy reform and

assistance on institutional capacity building, the World Bank should do

more to help developing countries to strengthen their infrastructure for

the need of the "New Economy".  The Bank should also help them

modernize their traditional sectors with advanced technologies and

provide training for more employment opportunities as well as assist

them to tap their comparative advantages and enhance their

competitiveness so that they could better absorb the social costs

associated with structural changes.

III. Poverty Reduction Strategy Paper (PRSP) and Heavily

Indebted Poor Countries (HIPC)
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Poverty reduction remains the overarching task of the Bank in the

years to come. As poverty reduction is a daunting challenge and could

thus not be achieved overnight, we believe that the Bank must have a

long-term commitment. Stable and continued policies would be very

important to the effectiveness and efficiency of poverty reduction.

Poverty Reduction Strategy Report (PRSP) in our view should be

prepared to benefit low-income developing countries in better using

resources available in implementation of poverty reduction programs

over time. However, it is the responsibility of client countries to prepare

the report and accordingly, to have full ownership. Furthermore, both the

Bank and the Fund should listen more to views from the countries

concerned so as to better understand and resolve the issues that are

emerging from preparation of the PRSP. In addition, division of labor

between the two Brettonwoods Institutions should be further clarified.

Moreover, poverty reduction should not be limited to social sector only,

such as education and health. The most efficient way to reduce poverty

has proved to be through promotion of economic growth and

improvement of income distribution. The past experience has long

proved that the Bank’s comparative advantage still lies in its strength of

providing financial resources and technical assistance to promote
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economic growth in developing countries, for the purpose of poverty

reduction.

          We support the enhanced HIPC initiative and its ultimate goal of

poverty reduction. We also welcome the political will expressed by

developed countries for a deeper, faster and broader debt relief. However,

the purpose to link debt relief with poverty reduction is not to set more

conditionalities to HIPC countries but to ensure that debt reduction would

serve to help their sustainable development as well as to create a

favorable international economic environment for them. In this

connection, in addition to the debt relief, developed countries should

provide additional ODA to HIPC countries for poverty reduction, and

take concrete measures to reverse the declining trend of international

official assistance. Major developed countries should increase their

official development assistance as soon as possible to reach 0.7% of

GDP, a target set by the United Nations.

IV. The Challenges of the Small States in the Global Economy

Due to the geographic locations and historical reasons, many small

states face peculiar difficulties in their economic development. More

often, the international community has not paid adequate attention to
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their legitimate interests and reasonable requirements in the process of

globalization. In this regard, we call for more official aid to those small

states to help accelerate their development drive and improve their links

to international markets. In assisting them, the international community

should promote a better coordination among donors in order to minimize

the extra cost and burden the small states are forced to bear in meeting

different requirements and procedures from different donors.

We welcome the joint study of the World Bank/Commonwealth

Secretariat Task Force on the challenges facing small states in the global

economy, and we support the application of flexible IDA graduation

policy on small states. It is very encouraging to see that the Bank has

recommended to adopt the different development policies in the context

of each country’s different reality. Such a flexible and realistic approach

will surely make the development assistance more pragmatic and

effective.

V. IBRD’s Financial Capacity

On the issue of enhancing Bank’s financial capacity, I think that

we need to follow two principles: (1) For the World Bank as a

multilateral international cooperative organization, there must be a fair
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burden-sharing mechanism to ensure that the cost of doing so should be

shared among all member countries. It is neither fair nor acceptable to

put all financial burdens on part of developing countries; (2) A consensus

on the Bank’s future strategic direction should be first reached among all

its member countries, and division of labor between Bank and Fund

needs to be further clarified. Only with those principles being set could

we be in a position to make sound judgement on Bank’s current capital

adequacy.

It is our belief that the Bank’s core business is still to help member

countries to alleviate poverty and promote economic growth. Therefore,

it is necessary for the Bank to maintain a reasonable size of lending

program for this purpose rather than for short-term liquidity support. It is

IMF’s mandate to help member countries to address macro-economic

stabilization and international balance of payments problems. The two

institutions should have clearer and proper division of labor.

          The World Bank is an international financial institution and it is

the responsibility of all member countries to make joint efforts to ensure

its sound operations. IBRD borrowers, including blend countries, have

already made their contributions to the Bank’s net income; we therefore

oppose the option to further raise IBRD loan charges.
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Most developing countries are facing budgetary and foreign

exchange constraints to repurchase their paid-in capital. In this regard, we

do not think that the Bank should pursue re-purchase of paid-in capital as

mandatory to its member countries.

Given the uncertainties on the currently projected demand for the

Bank’s loans and the Bank’s global economic forecast, the possible

surging need for Bank's resources in case of crises is only an assumption

rather than a real demand. Furthermore, as the member countries have

not yet reached consensus on the next  GCI, I think that the option of a

contingent capital deserves further exploration.


