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L The Development Committee held its twenty-seventh meeting 
in Seoul, Korea, on October 7, 1985 under the chairmanship of 
His Excellency Ghulam Ishaq Khan. Mr. A.W. Clausen, President 
of the World Bank, Mr. J. de Larosi~re, Managing Director of the 
International Monetary Fund, and Mr. Fritz Fischer, Executive 
Secretary of the Development Committee, participated in the 
meeting. Observers from a number of international organizations 
and Switzerland also attended. 

2, The Committee heard a report from the IMF Managing Director 
on the Interim Committee discussions on the world economic outlook. 

3. The Committee continued a discussion begun in April concerning 
the IBRD's lending prospects and implications for its financial 
requirements. The Committee expressed support for an expanded role 
for the Bank in helping developing countries implement policies 
designed to promote efficiency and mobilize domestic savings 
as they continue to adjust to the adverse external economic 
environment. The Committee concluded that all countries 
need to move as quickly as possible toward sustained economic 
growth. The Committee further agreed that many heavily 
indebted countries have made considerable progress in their 
adjustment efforts, but noted that serious difficulties remain. 
In this context, the Committee stressed that sustained growth 
in the industrial countries, open markets, together with greater 
stability in the exchange markets and lower interest rates, are 
necessary to further advance prospects for growth in such 
developing countries. Moreover, the Committee agreed that 



there were other elements which are essential to strengthen 
growth prospects; comprehensive structural and development 
policies, provision of substantial net new resources by commercial 
banks, and enhanced participation of the multilateral development 
banks and the IMF. These elements must be closely integrated, 
within a consistent framework, if the goal of growth in these countries 
is to be achieved. The Committee concluded that in this situation 
the World Bank has an increasingly important role to play in 
restoring growth and requested that Bank management prepare, 
for consideration at the April meeting of the Committee, a 
report focused on how sustained growth can best be achieved in 
these countries. 

4. The Committee reviewed the response of Bank management 
to its request for five-year projections of Bank lending, i.e. 
a three-year lending program (FY86-88) of $40-45 billion, rising 
to an annual level in FY90 of between $16.5 and $20 billion. 
The Committee expressed its strong support for a substantial 
expansion of the Bank's lending program in order for it to 
respond more effectively to the needs of its borrowing members 
and to stimulate the flow of capital from other sources. 

5. The Committee discussed the implications of the expanded 
lending program proposed by management for the resources of the 
Bank. Ministers agreed that the Bank should be provided 
with the capacity to increase its quality lending and that 
the Bank should not be constrained by lack of capital or 
borrowing authority in meeting future demand. The Committee 
called upon management to begin discussions with the Executive 
Board on proposals that would enable the Bank to meet its 
resource requirements over the next five years, including the 
possibility of a General Capital Increase, and to report on 
progress at the next meeting of the Development Committee. 

6. The Report of the Task Force on Concessional Flows, 
comprising representatives from eighteen developing and 
industrialized countries, was presented to the Committee by its 
Chairman, Professor John P. Lewis. The Committee expressed its 
appreciation for this important report and underlined the 
consensus reached in it on aid effectiveness, public support 
for aid, and aid volume. The Committee recalled its agreement 
reached last April that for the low-income countries increasing 
ODA flows deserves the highest priority and expressed its 
support for the Task Force Report. It urged that the report 
and its suggestions should be taken into account by all governments 
concerned. It called on the World Bank to take the lead in 
following up on the Task Force's conclusions and to report to 
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future Development Committee meetings on progress achieved. 

7. Against this background which emphasized the need for 
increased aid flows to poor countries, the Committee heard a 
report on the mid-term review of IDA"·-7 from the Chairman of the 
IDA Deputies, following their meeting on October 5, 1985. The 
Committee urged that a successful and adequate eighth replenishment 
of IDA be achieved by September 1986 following the timetable 
established by the Deputies. 

8. The Committee noted the report from the IMF Managing 
Director concerning the constructive discussions that had taken 
pla.ce in the Interim Committee on the use of IMF Trust Fund 
reflows, The Committee welcomed the initiatives proposed that 
would concentrate the use of those resources in low-income 
countries with protracted balance of payments problems in 
support of programs to promote structural adjustment and growth 
in a medium-term framework. In this regard, the Committee stressed 
the importance of closer collaboration between the Fund and the 
Bank whilst avoiding cross-conditionality. 

9. The Committee continued to review the especially difficult 
economic situation of Sub-Saharan African countries. It 
expressed its pleasure that the Bank's Special Facility for Sub
Saharan Africa had become effective July 1 1 1985 with over $1.2 
billion in anticipated contributions, and noted with satisfaction 
that several credits had already been made by the Facility in 
its first three months. 

10. The Committee noted with great concern the increasing 
number of countries in Sub-Saharan Africa which face severe 
debt, and more generally, resource problems. It welcomed the 
emerging consensus that the use of the IMF Trust Fund reflows 
would contribute toward the solution of these problems. The 
Committee also agreed that continued broad-based adjustment 
efforts, including structural reforms, as well as additional 
concessional flows, are needed for these countries to recover 
and resume per capita income growth. In this context, the 
Committee urged the World Bank and the IMF to improve 
their cooperation in developing sound and consistent advice on 
policies designed to reduce poverty and promote growth in these 
countries. The Committee also requested that World Bank 



management prepare a study focused on the resource problems of 
Sub-Saharan Africa for discussion at the next Committee meeting. 

11. The Committee was informed by the GATT Director-General 
of the latest developments on international trade issues. The 
Committee reiterated its call for all governments to resist 
protectionism and welcomed the unanimous agreement recorded 
in recent discussions in the GATT concerning preparations for the 
proposed round of multilateral trade negotiations. It invited 
the GATT Director-General to continue to keep it informed 
about further developments. 

12. The Ministers noted that, pursuant to the consensus 
reached at the April Development Committee meeting, the Executive 
Directors of the World Bank had prepared the draft Convention 
establishing the Multilateral Investment Guarantee Agency (MIGA) 
with a view to enhancing the flow of capital and technology for 
productive purposes to developing countries. Most members of the 
Committee noted with satisfaction that the Convention had been 
transmitted to the Bank's Board of Governors recommending that 
it now be opened for signature by interested governments. 
Most members of the Committee expressed the hope that the 
Convention would be signed and ratified by interested members 
in the near future in order to enable the Agency to start 
operations as early as possible. 

13. The Development Committee noted that a preliminary 
exchange of views had taken place in the Interim Committee on 
the reports on the international monetary system prepared 
by the Group of Ten and the Group of Twenty-Four. It welcomed 
the commitment of the Interim Committee Chairman to communicate 
with the Chairman of the Development Committee with a view to 
seeing to what extent arrangements could be made for cooperation 
on matters pertaining to development. 

14. Ministers extended their deepest sympathy to the Mexican 
people and government following the tragic earthquake that has 
caused such great human loss and suffering. They called upon 
the international community to give its strong support to 
alleviating the effects of the disaster. 

15. The Committee expressed its appreciation to the Government 
and the people of the Republic of Korea for their warm hospitality 
and for the excellent arrangements provided for its meeting. 

16. The Commitee agreed to meet again on April 10-11, 1986 
in Washington, D.C. for an extended session. 
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