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The global economy has certainly improved further since we last met and the prospects
are better than previously anticipated.  Many developing countries have achieved better growth
rates, including countries with large poor population, and future prospects seem to be brighter.
As we are told in the documentation, however, there are still uncertainties in the global outlook
and that a large number of mostly low- income countries with 1 billion people will barely be able
to achieve positive growth.  Current long-term projections for developing countries also indicate
that growth will be lower than that achieved in the 1990s before the financial crisis.

This uneven picture of developments has been with us for a long time and it is also
reflected in the recent trends in transfer of resources, which is the main mandate of our
Committee.  Net long-term capital flows to developing countries have been falling sharply in the
past three years and official flows recovered marginally last year, though remaining below the
pre-crisis levels.  The bright spot in the scene is certainly the continued growth of foreign direct
investment that proved to be the more consistent form of capital flows over the past years.  These
flows, however, still remain concentrated in a limited number of developing countries and the
magnitude is still quite low in a number of regions, including our region.

            What all this tells us is that the achievement of a meaningful poverty reduction, our
overarching objective, will be highly uncertain in the coming years. Indeed our discussions last
evening has underscored that only small reduction in the population living on $1 or less is
expected in case growth will be slow and inequality rises.  Under such circumstances the
international development goal of cutting poverty incidence by half by the year 2015 will be a
far-fetched dream, with unpredictable consequences for both rich and poor countries, especially
in view of the projected large world population increase.  We therefore underscore the need for
strong political commitment by industrial countries for a global poverty fight and greater focus
by the leadership of developing countries. This strategic vision should be reflected in concrete
action on the major areas of the development agenda that we now face, many of them are
urgently needed.  Some of the urgent issues are on our agenda for today: the eradication of the
HIV/AIDS epidemic and providing better opportunities for developing country trade.

The numbers we see on the HIV/AIDS epidemic are alarming and the negative impact is
pervasive, affecting many poor countries, especially in Sub-Saharan Africa.  The analysis we
received in the documentation showed the complex character of the problem and the need for a
broad array of measures to tackle it.  We note in particular the small amount of resources
allocated for this devastating problem and share the view that developing country governments
cannot overcome the HIV/AIDS challenge alone.  We also expect that this will be given a
priority in the programs of donors, international development institutions and the most affected
countries themselves.

The liberalization of trade has proved to be an effective instrument in promoting growth
and we welcome the focus we now have on issues of trade and development that confront the
poorer countries.   The themes suggested for our discussions are highly relevant and we broadly
share the view that trade issues need to be addressed in the broader development context; that
trade reforms should be based on individual developing country conditions; and that poor
countries need considerable help in order to integrate into the world economy.  We also
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underscore the need for comprehensive and predictable duty-free and quota-free market access
for the products of developing countries.

Developing countries have made considerable progress towards the difficult task of
liberalizing of their trade regimes and certainly need to do more if they were to take full
advantage of globalization.  It has become evident, however, that developing countries,
especially the poorer ones, cannot undertake this task without help in several areas.  Foremost
among these is assistance in improving their trade related infrastructure and their supply
response,  help in coping with the cost of liberalization that might be particularly onerous to the
poor, and help in a number of areas that would improve capacity building and developing
country ability to deal with global trade issues.  The World Bank and the IMF have done a good
deal in this respect and we hope our present meetings will encourage them to intensify their
efforts, in cooperation with the WTO, and develop more effective and comprehensive
approaches.

Turning to more specific issues, it is evident that the other area where substantial
contribution to poverty reduction can be expected and where much more progress is still required
is in the alleviation of the debt burden of a large number of poor countries.  We have welcomed
the commitment of the major donor countries for deeper, faster and broader debt relief and
looked forward to more tangible contribution to achieve this objective.  Considerable efforts
have been made but progress so far on the HIPC Initiative has been slow.  Only five countries
have reached their decision points under the Enhanced HIPC and only one is being under
consideration for the completion point.  It is encouraging to know that twenty countries are
expected to be considered during the course of this year, but much depends on how far they can
go in undertaking the new process of preparing Poverty Reduction Strategy Papers (PRSPs).  We
certainly encourage in this respect reliance on the simpler form of this exercise, the Interim
PRSPs, in order to avoid further slow-down in the implementation of HIPC.

Further progress in achieving tangible results in reducing the debt burden of HIPC
countries is also still hampered by a host of financing issues that have not been resolved.  The
documentation submitted to us describe these issues that relate to both multilateral and bilateral
creditors, including the issue of the contribution of non-Paris Club creditors.  We do share the
view that efforts should be made to secure a broad participation in the efforts to alleviate the debt
burden of poorer countries, but we see no basis for applying comparable treatment to Paris Club
on developing county creditors.   Many of these countries are now facing difficult financial
situations and had no say in the commitment that has been made by the Paris Club countries.

It is also unfortunate to note the argument that the whole Enhanced HIPC Initiative will
be at risk unless the non-Paris Club creditors extend comparable treatment.  The share of non-
Paris Club in the total debt of HIPC countries is very small and we see no reason to hold-up debt
relief unless developing country creditors follow Paris Club modalities.  Multilateral and
bilateral institutions in our region, nevertheless, have been giving debt burden alleviation full
attention, holding special meetings on the issue and considering modalities that can make a
contribution to this effort while maintaining their financial integrity and ensuring continued
operations in poorer countries. We look forward to discuss these issues with the Bank and the
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Fund, bearing in mind the principle of fair and equitable burden sharing that has been widely
endorsed.

On a more specific area that needs more attention by the international community is the
special case of the small states that is on our agenda for today. Experience has shown that
although small states have common problems with many other developing countries, they do
have peculiar features that intensify their vulnerability and require particular attention by donors
and international institutions.  This is clearly shown in the analysis submitted to us and we
commend the work of the Commonwealth Secretariat/World Bank Task Force for bringing this
issue to the fore.  We note that the small states are heterogeneous in several respects, including
their resources and capacity to cope, but we also note that thirty of them are borrowing countries

We endorse the Task Force’s conclusion that addressing the special challenges facing the
small states requires a combination of actions involving domestic policy action and some new
approaches by bilateral donors and international institutions.  There is a large number of specific
measures covered in the report of the Task Force and they should be considered in tackling the
issues faced by individual small states.

Finally, we note that the update of the IBRD Financial Capacity has shown that the long-
term financial capacity of the IBRD has not changed materially since we met last fall.  We also
share the view that it is premature to put a possible capital increase formally on the table,
especially in view of lack of consensus at present.  Any other options, including increasing the
usability of paid-in capital, should be analyzed in light of its possible inequitable impact on many
developing countries.


