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Over the past months, the debate has intensified as to the relationship between globalization and
poverty reduction. The fact of the matter is that globalization is our reality; it is inevitable. It is
neither inherently good nor inherently bad. It is our approach to globalization that will determine
the nature of this relationship. We must ensure that globalization leads to sustained poverty
reduction, that cascading technological change and triumphant free markets create a better
standard of living for each and every one of us.

Globalization has expanded opportunities and lifted incomes. However, the opportunities created
by globalization have also brought new challenges. Workers and businesses in all nations have
faced wrenching adjustment in response to the intense competition brought about by
globalization. And many, especially in the poorest countries, have not shared at all in the benefits
that globalization has brought. Without the skills to compete in the modem economy, and facing
crippling problems ranging from endemic disease to massive environmental degradation, the
world's poor are becoming increasingly marginalized. In Africa, for example, per capita income
has not only failed to keep pace with the world as a whole, it has fallen further behind. The result
is a morally indefensible and potentially explosive widening of the gap between rich and poor.
This is untenable.

We must ensure that the benefits of globalization are shared by all. One way to achieve this is to
encourage stronger economic growth in developing countries. No country has enjoyed reduction
in poverty without economic growth. And we know of no case where poverty indicators, such as
incomes or health and education standards, have improved during years of negative economic
growth.

At the same time, the quality of growth - that is, where the benefits of growth are shared
equitably - is equally important. Comprehensive economic and social policies that address the
root causes of poverty and inequality should not be luxuries that only rich countries can afford.
Investment in human capital, education and health care is vital. A society cannot afford to have a
large proportion of its population excluded from growth, marginalized and resentful of benefits
flowing to those able to participate in the global economy.

At the end of the day, if all our efforts towards expanding democracy and opening global trade
do not translate into a better quality of life for everyone, then we will have failed. For our own
sake, we must expand the benefits of a more integrated world in order to preserve the gains we
have already made and to expand the opportunities we seek to share. There is, in the end, a
lasting relationship between security and prosperity for all. The question is: how can we ensure
that growth best benefits every member of our societies?

Poverty Reduction Strategy Papers and the Heavily Indebted Poor Countries Initiative

For the low-income countries, the Poverty Reduction Strategy Papers endorsed by the
Development Committee last year directly address the linkages between growth and poverty
reduction. We have seen some progress, but not enough. We must take stock of our
achievements to date and take measures to adjust our approach as necessary. We must look at the
experiences and actions of all development players - multilateral, bilateral and most importantly,
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the developing countries themselves - to ensure that we have a process which effectively
addresses the fundamental goal of eliminating poverty.

There are continuing questions from across the international community about the Poverty
Reduction Strategy Papers. Concems have arisen that are shared to varying degrees by the
developing countries, the non-governmental organization (NGO) conmmunity, bilateral and
multilateral donors and within the international financial institutions themselves. Some view
them as old programs packaged under a new name. Some view them as a hurdle set up by the
international financial institutions and creditor countries to delay the granting of debt reduction
and/or ongoing concessional assistance. Some question the appropriateness of transferring the
heavy responsibilities of poverty reduction to governments with limited institutional capacity and
varying degrees of political commitment. This skepticism is healthy - it challenges us to ensure
that Poverty Reduction Strategy Papers do indeed live up to all the hopes we have for them. Our
responsibility is to listen and act accordingly.

It is appropriate to recognize the immense contributions of the NGO community to the debt issue
leading to the establishment and enhancement of the Heavily Indebted Poor Countries Initiative.
For example, Irish NGOs have made frequent contributions to the intemal Irish debate on the
Initiative, and their input was highly valued, particularly given their experience on the ground in
the countries affected. By campaigning vigorously in support of total debt relief, they have raised
the profile of the debt issue tremendously in Ireland and contributed to the wider campaign on
the intemational front. For Canada, their engagement has been an invaluable contribution to the
development of our debt initiatives and to our evolving concerns over the implementation of the
HIPC and the need to accelerate our efforts to reduce poverty in the poorest countries of the
world. The work of the NGO community is vital.

As we look to assess our achievements and modify our approaches, we must remember that we
are asking developing countries to complete a comprehensive, inclusive and long-term process
that developed nations themselves have never had to undertake. Further, we are looking for
significant changes in developing nations over a relatively short time frame in an increasingly
complex and dynamic reality, with binding capacity constraints, requiring progress in a matter of
years. This contrasts sharply with the experiences of many of us who have had decades to
achieve growth and prosperity.

Our first task is to not only recognize but put into practice the overarching principle that the
developing nations themselves must be central to the process. This is the essence of the
Comprehensive Development Framework. Civil society participation is essential, as are inclusive
govemment-led processes and strategies and viable working documents. Only then can we hope
to see real progress and sustained poverty reduction. What does this mean in practical terms?
Yes, it requires government commitment and capacity, but it also necessitates a supportive
intemational community.

Conditionality

In all of our development interventions it is essential that we focus on the quality of
conditionality rather than on the quantity. We need to focus on a truly limited number of
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monitorable conditions in the social, structural and macroeconomic areas for access to debt relief
and World Bank and IMF concessional resources.

For example:

* Sao Tome and Principe, a tiny island nation of 140,000 people, is required to carry out some
160 policy actions to obtain debt relief. This is absurd.

* Last fall, under the enhanced heavily indebted poor countries framework, we agreed to
carefully limit the demands on those countries that had already made their way into (and in
some cases through) the process. In December 1999, it was agreed that for retroactive cases,
a full Poverty Reduction Strategy Paper would be sufficient for reaching the floating
completion point. However, since then, all retroactive cases have also had to agree to the
implementation of additional policy actions. We are concerned about the discrepancy
between what was agreed and what is actually happening. Our rhetoric in public fora is
strongly in favour of faster, broader and deeper debt relief- but in case after case, retroactive
countries have been asked to meet additional conditionalities, delaying debt relief to
deserving countries. We are in danger of changing the rules of the game at halftime.

* The focus on the quantity continues to dominate our actions. One example is our approach to
privatization. We would be far better off focusing our energies on the successful privatization
of a limited number of key public entities. Privatization is difficult even when government
capacity is strong, market conditions are favourable and there is full public support. Further,
privatization introduces real opportunities for corruption. We need to redouble our efforts to
seek quality reform, on a limited scale, with transparent, measurable and equitable processes
that are fully consistent with, and actually reinforce, the principles of good governance.

We must always take into account a country's administrative capacity and the economic, social
and political realities when establishing reform conditions.

Donor Coordination

Given the importance of government administrative capacity and social, economic and political
realities, we as donors must not duplicate requirements and efforts, thus further reducing the
capacity of government to implement sustainable policy reform. In a stark illustration of the
demands we are all placing on developing countries, in a recent 12-month period, Uganda
received more than 1000 missions and delegations. Donor coordination is imperative. We have
talked about it more than we have actually moved the yardsticks - the time has now come for
action on our part. Our efforts and achievements with donor coordination will directly and
significantly determine how well countries can operationalize their poverty reduction efforts. The
World Bank is uniquely situated to provide leadership both by example and by continuing to
emphasize that the benefits of broad-based ownership and government leadership far outweighs
the benefits of bilateral and multilateral development objectives and national or institutional
profile.

The experiences of Guyana offer some real insights. President Bharrat Jagdeo has pleaded for
donor coordination and, with the introduction of the Poverty Reduction Strategy Papers, has
called for an international commitment by all of us to harmonize our aid efforts. We would see
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real progress if all donors also agree to harmonize reporting and evaluation requirements.
Concrete progress continues to elude us. The Boards of the Bank and Fund will be looking at
Guyana's Interim Poverty Reduction Strategy Paper this fall; we sincerely hope that this
document and the subsequent Poverty Reduction Strategy Paper will be used by all donors as the
basis on which they design their programs and projects, and development aid for Guyana, as the
government has challenged us all to do. This example resonates across developing nations.

Linkage Between Poverty Reduction Strategy Papers and Debt Relief

When we agreed to the enhancements to the Initiative for heavily indebted poor countries last
year, we agreed to put the Poverty Reduction Strategy Papers at the heart of the process. While
entirely appropriate, this linkage has led to clear tension between quality development visions
and strategies and the timely provision of debt relief. Expectations remain high that up to
20 countries will reach their decision points by the end of 2000. However, debt relief is not about
getting as many countries as possible to the decision point - it is about delivering debt relief. We
need to get as many countries as possible to the completion point.

Our experience to date tells us that the development of a comprehensive, broad-based Poverty
Reduction Strategy Paper is a tremendously complicated and time-consuming task. Uganda and
Burkina Faso, the first two countries to complete Poverty Reduction Strategy Papers, launched
their processes back in 1997 and the mid-1990s, respectively. Both Senegal and Sao Tome and
Principe have been very clear that they may need more than a year to develop fully participatory
Poverty Reduction Strategy Papers. We need to ensure that our expectations are realistic. After
all, broad and inclusive consultations as an integral part of the policy development process are in
fact new even for the developed countries - this is a whole new area of public policy for all of
us.

Canada, Ireland and the Caribbean believe that ways need to be found to be more flexible in
linking Poverty Reduction Strategy Papers to debt relief, particularly if the country has a solid
track record of implementing solid economic and social policies. Poverty Reduction Strategy
Papers should be a plan for ensuring that the benefits of debt relief are channelled into poverty
reduction and growth enhancement measures. They should not be - either in intent or in effect -
additional conditionalities which act to prolong the qualification period for debt relief, or to
make the process of qualification more difficult. To ask countries to spend two to three years to
develop detailed national poverty reduction plans, and then another year or two trying to
implement them before they receive debt relief, is asking too much.

Heavily Indebted Poor Countries Initiative - Financing

Financing the full Heavily Indebted Poor Countries framework remains an issue. While we have
seen some recent progress, particularly with respect to the participation of the Inter-American
Development Bank and the African Development Bank, financing issues remain. We would urge
everyone to provide timely contributions to the Heavily Indebted Poor Countries Trust Fund to
avoid delaying debt relief to deserving countries.

To date, the Trust Fund has received pledges and contributions of close to US$2.6 billion.
Ireland has made good on its strong commitment to address the external debt burden of the
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world's most heavily indebted poor countries, contributing £12.1 million in 1999 to the IMF and
World Bank HIPC Funds, and has committed to the payment of a further £2.9 million by 2008.
Canada has committed C$2 15 million to the debt relief trust funds at the IMF (C$65 million) and
World Bank (C$150 million). Canada is the second largest paid-in donor with US$102 million,
18.5 per cent of the paid-in total.

We have seen real progress with the agreement on the modalities for participation by the Inter-
American Development Bank and the Caribbean Development Bank. We are also encouraged by
the steps taken to find a solution for the African Development Bank. We are mindful of the need
to address the requirements of the smaller multilateral development banks in Africa and we are
prepared to fully participate in these discussions, as we did for Latin America.

We also recognize the challenges that remain vis-a-vis the participation of the non-Paris Club
bilaterals. While we urge the non-Paris Club bilaterals to come to the table, we also recognize the
particular circumstances of several low- and middle-income creditors, particularly Honduras and
Trinidad and Tobago. For Honduras, we need to avoid giving with one hand and taking away
with another. We note with real appreciation that Trinidad and Tobago, despite internal
difficulties, fully participated in the first round of the debt relief effort for Guyana, even after
providing significant direct bilateral debt relief outside the HIPC framework. With both Guyana
and Nicaragua approaching their decision points, we must find a solution on an urgent basis.

Global Governance - The Role of the World Bank in International Financial Architecture

A crucial challenge of globalization concems govemance in an increasingly integrated world. If
we are to truly help integrate developing nations into the world economy, we must ensure that
the system of global govemance is inclusive and responsive. The magnitude of the challenges we
face and the complexity of intemational govemance raises some fundamental questions. Are we
convinced that the body of intemational institutions is optimal? The Bretton Woods institutions,
the regional development banks and the United Nations agencies make up the foundations of
intemational development cooperation. But they are not alone, nor do they cover the breadth of
development issues requiring true multilateralism.

While the broader issue of multilateralism may not be on our formal agenda in Prague, it is
central to all of our discussions. As developing countries take full ownership of their
development, with comprehensive, inclusive and long-term strategies, their perspectives will
continue to expand beyond domestic borders into areas of intemational interest. Clearly, the
decisions taken in the range of intemational fora directly impact on the opportunities and
prospects for the developing countries. We need to ensure that the system encourages and
facilitates the participation of all states, large and small, developed and developing. The system
of global governance must be inclusive and responsive to the needs of each and every country.

The intemational approach to strengthening the financial sector offers a clear illustration as to
the impact of globalization and the current system of global govemance on a particular group of
countries. Some small states, notably those in the Caribbean, have risen to the challenge to
diversify their economies by exploring opportunities in financial services, often with the support
of the intemational community. In fact, financial services have become an important part of the
economy of many small states. At the same time, there are a number of intemational processes,



6

from which the small states are excluded, exploring national practices, standards and regulation
of financial services and taxation. These include the Financial Action Task Force, the Financial
Stability Forum and the Organisation for Economic Co-operation and Development. Canada and
Ireland participate in and fully support the ultimate objectives of these processes, namely to
encourage compliance with intemational standards.

However, the work of these groups raises some critical issues for the small states:

* How can small states, and in particular their offshore financial centres, strengthen their
supervisory and regulatory systems to safely take advantage of the opportunities of
increasingly integrated global financial markets?

* Do we have intemational arrangements and fora for discussing and determining the taxation
policies of all countries?

* What options do these small states have for diversification in a competitive global economy?

While the Caribbean also fully supports the need for internationally agreed standards for the
financial sector, they have raised real concems as to the processes followed to date - these
processes were not inclusive, nor responsive to the circumstances and needs of all affected
countries. Canada and Ireland share the concems on process expressed by the Caribbean. Given
the breadth of membership and their fundamental roles, the Bretton Woods institutions do have a
role to play in this regard. We welcome the initiative of the IMF to work with countries to help
ensure that the operations of their financial systems - onshore and offshore - do not pose risks to
the global financial system. Working alongside the full range of bilateral and intemational
players, the Bank and Fund need to focus their efforts to assist all developing countries to
strengthen their financial sectors. We must assist small states in exploiting development
opportunities, diversifying their bases of economic activity, and strengthening their policies and
regulations in ways consistent with intemational agreed standards.

At the end of the day, financial crime, including money laundering and tax evasion does indeed
put at risk the stability of the intemational financial system. These are not issues for the small
states alone; they are issues which need to be dealt with by all nations. Development,
implementation and monitoring of intemational standards are imperative.

Let us find cooperative solutions to the problems that affect our global society where the rules
are clear, known, and subscribed to by all, and where the rewards for adherence to and penalties
for departure from the rules are also ones we have all signed on to. The lessons we have leamt at
the national level on the importance of ownership have equal resonance in an intemational
context. It is imperative that we actively engage all members of the intemational community in
the development and implementation of intemational objectives, guidelines and standards. Broad
intemational ownership is essential if we are to achieve full compliance and enforcement by
member countries themselves. And the best and only possible way to develop broad intemational
ownership is to ensure that all countries, developed and developing, are given the opportunity to
participate in the formulation of objectives, guidelines and standards. The success of the peer
review process is a clear example - its participatory approach facilitates broad acceptance of
results and sustained implementation of recommendations because it is inclusive in nature and
brings the diverse experience from all countries to the table. Participating countries own the
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process and thus have a common stake in ensuring its success. At the end of the day, country
buy-in gives us the best chance to meet our ultimate objectives.

Small States

Last spring the Development Committee reviewed a report from the joint World
Bank/Commonwealth Secretariat Task Force on Small States, which laid out many of the
challenges and opportunities facing the world's small states. We learned that the decline in
Official Development Assistance, the limited size of domestic markets and openness to
international trade, together with the unfolding elimination of trade preferences and
vulnerabilities to natural and economic shocks, create real challenges for these countries as they
look to increase their participation in the world economy. Ministers also reviewed work plans
written by the range of international development and trade institutions as their response to the
work of the Small States Task Force. Our meetings in Prague offer a key opportunity to take
stock of our progress to date, further our understanding of the challenges and needs of small
states, and continue to refine our approach to this unique group of countries. We must ensure
that the process does not lose momentum and that all partners remain committed. World Bank
coordination is essential; the Bank must allocate the necessary resources - financial, human and
organizational - to ensure effectiveness.

We welcome the work that has been done to date on disaster mitigation/insurance and regional
approaches to donor coordination and economic organization. However, there remain some key
knowledge gaps. Are we truly comfortable that the evolving body of development knowledge is
applicable to a small state? The limited size of domestic markets raises real questions as to the
applicability of standard policy prescriptions. As we are all aware, private and public sectors
operate quite differently when there is not a critical mass to ensure competitive behaviour. A
better understanding of the circumstances, constraints and dynamics of small markets and
production systems are an essential underpinning of economic advice, whether sectoral,
structural or even macroeconomic. Addressing these supply-side issues is critical to the
development of an appropriate approach to production diversification. In addition, as part of its
work on governance, the Bank should explore how traditional theories of public sector
management and organization apply in a small state. What is the appropriate size of the public
service in a small state? How can regional organizations be best structured to support the
development and operations of small national governments? This type of analytical work must
also inform the development of an explicit and appropriate World Bank strategy for supporting
small states.

With its mandate as a knowledge bank, the World Bank is well placed to lead, coordinate and
contribute to a growing body of literature on small states. After all, at the end of the day, the
World Bank and Intemational Monetary Fund will be assessing the long-term poverty strategies
designed by and for the developing small states. Additional analytical work on the dynamics of
small markets is essential if these institutions are to provide credible, relevant advice. This
challenge is entirely consistent with a World Bank that offers "tailor-made" approaches to
unique country circumstances.
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The World Bank also has a responsibility to ensure that its policy work speaks to the economic
and social realities of each and every developing member country. Over the past year we have
worked with the World Bank to ensure that the small states are referenced in key World Bank
publications, such as the World Development Report, Global Economic Prospects and the
various sector policy reviews. However, we have only just begun to see change in the manner in
which the World Bank approaches this responsibility. The circumstances, needs and challenges
facing the small states must be mainstreamed into the World Bank's overall policy as well as
operational work.

Poverty Reduction and Global Public Goods

While the World Bank's focus at the country level is critical and serves as the comerstone of
World Bank activities, the World Bank has a crucial role to play at the global level. The
challenges and opportunities of globalization, growth, poverty reduction, controlling pandemics
and environmental protection cut across national borders. Development prospects can be
significantly affected by issues of global concern, where collective global action offers an
effective and efficient response. The judicious stewardship of global public goods is a collective
responsibility shared by all governments, international and regional institutions and civil society
groups. To be successful, collective action must be carried out in a true spirit of partnership.

In considering its part in the rapidly changing global public goods agenda, the World Bank is
faced with difficult choices. Decisions should be governed by clear, guiding principles and
practical considerations, which need to be effectively communicated to its partners and the
public at large. In doing so, the World Bank must assure itself that its participation is both
constructive and welcome by other players in the international system. Generally, the Bank
should respond to, and as necessary seek out, opportunities to advance high priority issues of the
global public goods agenda which:

a contribute to global efforts to reduce poverty, with particular regard for the development
objectives and specific circumstances at the country level;

* draw upon and apply its own world-class intellectual capital and global experience in
development cooperation; and

* focus on selective and strategically meaningful and visible results that improve the well-
being of the poorest members of society and improve the quality of life and opportunity in
the poorest countries.

Social development is a critically important area of the expanding global public goods agenda,
encompassing basic education, health and nutrition, HIV/AIDS, immunization, environmental
protection, water resources and, more recently, global access to and sharing of information,
knowledge and technology. At the outset of this new millennium, the World Bank along with the
United Nations, regional and bilateral development organizations, and coalitions of citizens
around the world have rediscovered their commitment to these global social development
challenges.

The World Bank recently demonstrated its leadership and responsiveness in approving
US$500 million for the first phase of a Multi-Country HIV/AIDS Program in Africa. In line with
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the key principles of the Comprehensive Development Framework, specifically "partnership,"
the World Bank also pledged to increase its support for HIV/AIDS in Caribbean countries by
another $85 million-$100 million. The World Bank has also committed to build upon and
support the Caribbean Community's Regional Strategic Plan of Action for HIV/AIDS.

Ireland and Canada are also playing key bilateral roles. In January of this year, Ireland launched
its new HIV/AIDS Strategy, a significant portion of which will be targeted to its priority partner
countries in Africa. Many of these are the same countries that the World Bank's regional
program will assist. In Canada, my colleague, the Minister for International Cooperation,
announced this month the launch of the Canadian Intemational Development Agency's Social
Development Framework for Action, which will bolster funding to health, child protection and
HIV/AIDS, as well as nutrition and education. CIDA funding for HIV/AIDS will increase to
over C$250 million within five years. Affected countries in Africa are a key priority, and CIDA
will continue to work with local partners, the World Bank and other development agencies.

Partnership is an overarching requirement as we turn our attention to global public goods.
Canada is committed to this new spirit of partnership, as demonstrated by its support for such
international initiatives as the jointly launched United Nations/World Bank "Roll Back Malaria,"
the "Global Stop Tuberculosis" and the "Global Alliance for Vaccines and Immunization."

A second important area for the Bank in the global public goods agenda is trade and
development, where there is considerable scope for the World Bank to play an enhanced and
proactive role in collaboration with the World Trade Organization. Under the auspices of the
Poverty Reduction Strategy Papers, the Bank is engaged in a much broader and inclusive
dialogue with borrowing members on their unique developmental problems and challenges. An
enriched dialogue on trade, including country capacity, offers real opportunities to significantly
increase prospects for growth and poverty reduction in developing countries. However, we must
not ignore the reality of developed countries' role in increasing trade flows. Trade must go both
ways - it is hypocritical for us not to acknowledge this fact and to start dealing with it up front.
Without this, the efficacy of the HIPC Initiative is constrained. Clearly the Bank's country focus
provides the means for a stronger, integrated action in an area of global public goods.

Conclusion

We are in the most significant economic transformation of our time. The information revolution
was its preface, but the larger story has many more chapters to be written. We must ensure that
all countries, large and small, developed and developing, have the capacity and opportunity to
write those chapters, to build an even greater prosperity that can be shared by all. To the extent
that some countries are excluded from the process, we limit opportunities for all and risk losing
the gains we have achieved thus far.

The moment is here to give every child a decent start, with access to food, clothing, shelter,
education and health care, to give every worker the skills and tools to succeed, to give every
young entrepreneur the resources to realize their dreams. Such is our challenge. Working
together we will achieve it.


