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Mr. Chairman,

The meeting of the Development Committee this year has assumed special significance in

the context of the very valuable insights provided in the just published World Development

Report of the Bank on the structure and the causes of poverty and the priorities that should apply

to choices for public action, globally, nationally and locally.  Today�s agenda include items for

discussion on such important themes as the meaning and implications of �global public goods�,

the priorities that should influence global initiatives in making the full benefit of these public

goods available to the poorest of the poor and the role and instruments of the Bank in country

development in the context of the Bank�s overarching mission of poverty eradication through

collective action.  I have no doubt that these being issues of highest importance for all of us will

generate discussions that are both stimulating and productive.

However, new challenges seem to be emerging before we have fully tided over the

existing ones.  The worst of the global financial crisis is hopefully over by now.  On the other

hand, the capacity of the developing countries to combat the challenge of poverty continues to be

severely constrained by the barriers that limit their access to global trade and investment, high

commodity prices and inadequate access to knowledge and technology.  There is urgent need to

evolve new institutions and instruments to strengthen the local initiatives towards poverty

eradication.  At present oil importing developing countries are facing major challenges in view

of the high prices of oil.  This, if sustained, threatens to retard the growth process especially for

many low income, low growth countries.  The international community must pay attention to this

problem in the larger interests of both consumers and producers.

Poverty Reduction and Global Public Goods

In the developing countries, poverty is deep-seated and it has systemic and cross-border

implications that need to be recognised and addressed in a concerted and coordinated manner

through global collective action.  It�s adverse global implications will very soon get compounded

beyond any ready solution unless the international community acts with urgency and takes

decisive and timely steps.

The first and the foremost priority is to recognise and reinforce the local country

initiatives and enhance their capacity to address the problem of poverty in line with their national
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needs and priorities.  Globalisation in respect of trade, investment, services, knowledge and

technology is a necessary requirement for economic growth, which in turn leads to poverty

reduction in developing countries.  But this is not sufficient. As rightly stated in the background

paper circulated for discussion, public goods are commodities, services or resources with �shared

benefit.�  We value identified public goods of international movement of goods, services and

factors of production; fostering broad inclusion in the benefits of globalization and mitigating

major economic and social problems, such as transmission of disease and the consequences of

conflict; preserving and protecting the environment; and creating and sharing knowledge

relevant to development.  In this connection, it is of equal importance to remember that poverty

amid plenty is the humanity�s greatest challenge today. Unless there are institutions and

instruments in position to ensure equitable apportionment of the gains of globalisation among all

the stakeholders, the very rationale of globalisation would continue to be increasingly

questioned.  While supporting national initiatives towards poverty reduction, the international

community must address this issue in all its seriousness and find solutions that are acceptable,

lasting and sustainable. It is in this context that our Prime Minister has offered to host a

comprehensive Global Dialogue on Development.  While addressing the US Congress on 14

September he said �a situation that provides comfortable living standards to one-third of  the

world�s population, but condemns the remaining two-thirds to poverty and want, is

unsustainable�.

It is within this conceptual framework that the Bank should reevaluate its own role in the

context of its overarching development and poverty reduction mission.  The Bank has its own

comparative advantage in its global reach and its ability to mobilise and manage large financial

and knowledge resources.  These advantages need to be fully put to test.  However, this test can

only be successful if the global community acts in concert with the Bank in allocating sufficient

resources for these initiatives.  There have been significant lags in this and the Bank has

attempted to fill in the gap from its own internal accruals and net income.  This is unsatisfactory

in as much as it imposes an unequal burden sharing on the developing countries.

World Bank�s Role and Instruments in Supporting Country Development

We are happy to note that the Bank is reviewing its role and instruments in supporting

country development and poverty reduction in low � and middle-income countries.  In the



3

changing paradigm of development assistance with its focus now on poverty reduction, it is

essential that the Bank places emphasis on improving selectivity, delivery and impact of its

policies and programmes in relation to the results that are realised at the ground level in reducing

poverty.  We support the country programme approach, as it will reflect country�s priorities,

needs and institutional capacity.  However, from what we could gather from the background

paper, the proposed operational strategy appears to be prescriptive rather than being country-led

and country-owned.  For example, it has been proposed that all low-income countries and HIPCs

should be asked to prepare Poverty Reduction Strategy Papers (PRSPs) and Country Assistance

Strategy (CAS) should be linked to PRSPs with effect from July 1, 2002.  This proposal seems to

presuppose that no developing country has a poverty reduction strategy of its own and that an

entirely new exercise must be undertaken by low-income countries in the short run.  This also

leaves one with the impression that the present country documentation on the subject of poverty

reduction are either non-existent or not up to the mark.  Where there are well-documented

strategies and programmes, the need for a separate PRSP needs to be re-evaluated.

To cite our own example of India, we have a fairly comprehensive strategy for

eradicating poverty and our five-year plans are based on such a strategy.  The strategy at the

macro-level aims at rapid economic growth to generate employment opportunities and reduce

poverty.  At the micro-level, the strategy envisages a more direct attack on poverty by the

creation of wage and self-employment opportunities for the poor and unemployed.  At the

ground level, there are safeguards to protect the interests of the vulnerable sections of the

population and empower and bring them into the mainstream of economic development.  The

primary strength of this strategy lies in its acceptance and ownership within the three-tier

democratic structure that is enshrined in our Constitution.  We may not have fully met the

challenge of poverty but our strategy and policies have had a notable impact on the levels of

poverty in different areas of the country.

We would therefore suggest that the Bank should attempt a comprehensive assessment of

the existing institutions, policies and strategies of the countries engaged in the process of

combating poverty instead of proposing a one-size-fits-all approach across the board.  It is not

unlikely that some countries would have already developed and put in place good and vibrant

democratic institutions and adopted strategies and policies that are appropriate for their

respective socio-political and economic environments.  In our view, it will be less time
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consuming and more cost effective to build on the existing structures than creating new ones.

The Bank�s role in strengthening the existing structures should be that of a facilitator.  The

background paper appropriately emphasizes �development cannot be done to a country; if

development is to be successful, the country must do it�.

The proposal to introduce Poverty Reduction Support Credit (PRSC) is an interesting

one, particularly it�s operational requirement of linkage with budgetary cycles and processes of

the recipient countries.  However, this instrument needs to be carefully developed so that while it

meets the needs of the borrowing countries, this is not at the cost of reducing the effectiveness of

existing instruments.  The linkage of PRSC with Country Assistance Strategy (CAS) needs to be

clearly established.

Comprehensive Development Framework

We endorse the core concepts underlying the Comprehensive Development Framework

(CDF) which facilitates a holistic approach to Bank�s role in pursuing its overarching goal of

poverty eradication.  The primary strength of the CDF lies in its aim to balance macroeconomic

with structural, human and physical development needs of the country.  The CDF seeks to strike

a balance between long-term and short-term priorities.  The most important element of the CDF

is its emphasis on the inter-linkages among these different aspects.  No development strategy can

become sustainable unless it is evolved on the basis of a long-term vision.  At the same time, it is

equally important that CDF addresses the existing institutional capabilities of the country and

initiates processes that ensure that the country does not lose sight of the long-term vision while

pursuing immediate action on development and poverty reduction.

The findings from these pilots have considerable importance in terms of the lessons that

we should draw on the complexities involved in giving shape to the concept of CDF, the

country-specific institutional aspects that need to be understood to operationalise CDF at the

ground level and the difficulties involved in adopting a one-size-fits-all approach as we had

pointed out earlier.  These pilot programmes need to be followed up closely so that we may have

a more accurate understanding of the issues involved.
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Enhanced HIPC Initiative

We are happy that the Enhanced HIPC Initiative has progressed satisfactorily but a lot

more needs to be done to realise the goal of making this initiative �faster, broader and deeper�.

We support the recent initiative of providing interim assistance beginning at the decision point

and adoption of a floating completion point.  We are also in agreement with the proposal of

postponing the sunset clause by at least two years. There is, however, a faulty assumption that

one of the causes for the inability to extend debt relief to as many countries as possible has been

the principle of comparative treatment of developing country creditors with �Paris Club�

creditors.  It must be recognised that many creditors are not in a position to write off their debts,

in fact, some of them are themselves poor  countries and a few HIPC ones.  The way out is that

we should not insist on all creditors being brought on board before the process can move ahead.

Once a critical mass has been reached, the Bretton Wood institutions and other multilaterals

should act. Above all, it is important that adequate additional funding is provided for HIPC

without diminishing in any manner the flow of concessional funding for the other developing

countries.

The Bank: Increased Effectiveness and Future Role

Despite the questions raised in some quarters, we have no doubt that the Bank has a

critical role to play in meeting the development challenges of the 21st century.  Although the role

of private capital has increased, the provision of multilateral development finance remain crucial

for an overwhelming majority of developing countries.  In a growing set of nations, Bank/IDA

finance is an essential complement to private capital flows, not least because the official flows

are far more stable than the frequently volatile private flows of capital.  Furthermore, Bank/IDA

finance is an essential vehicle for the invaluable transfer of cross-country development

experience and knowledge to member countries.  Such finance also plays a critical role in

catalysing innovative approaches and priority attention to development of education, health and

other social sectors as well as core infrastructure, which are central to human and economic

development.

In the context of this vision, we are concerned that the level of Bank lending (net of

lending in financial emergencies) has declined significantly.  This needs to be reversed as the

Bank recommits its resources and attention to the established and vital mission of providing long
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term development finance to member countries to accelerate the alleviation of poverty from our

planet.


