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We are pleased to see that, after many years of neglect, the Bank has started
paying greater attention to trade related issues and has renewed its efforts to support
developing countries at the national, global and regional levels.  The Bank now appears
to be taking a more proactive approach towards positioning trade as the main driver of
growth and poverty reduction.  This is indeed welcome.

Developing countries as a group have benefited from the recent trade expansion
which began in the early 1970s and which has accelerated in the 1990s.  They have
increased their share in total world trade and doubled their share in manufactured exports.
But, as pointed out in the World Bank's paper on Leveraging Trade for Development not
all countries have participated in this wave of trade expansion.  In particular, many low-
income countries have not participated in this process and run the risk of being left
behind in an increasingly globalized economy. The emphasis put on the least developed
countries (LDCs) is therefore appropriate.

One important factor preventing developing countries from becoming more
integrated in the global economy is protectionism. The World Bank estimates the costs to
developing countries of restrictions facing their exports of goods and services, together
with the effects of anti-dumping and safeguards, to reach more than $100 billion per year
in foregone income. Agricultural subsidies in industrial countries, which averaged about
$266 billion annually in 1997-99, are more than five times the level of all official flows
to developing countries.  By depressing world prices, such subsidies are particularly
harmful to the poorer developing countries whose income typically depends on one or
two agricultural commodities. In this context, the various initiatives to allow LDCs
greater access to industrial countries' markets, such as the European Union initiative and
the efforts to obtain similar commitments from the US, Canada and Japan, are indeed
encouraging.  Perhaps such initiatives could be expanded to other developing countries
whose products also face daunting obstacles in these markets.

Successful trade liberalization requires companion policies to bring about growth
and development. These include sound macroeconomic policies, a hospitable
environment for domestic and foreign direct investment, an adequate infrastructure, and a
healthy financial sector, to name a few.  In addition trade liberalization must be
accompanied by a strong social safety net to deal with the negatively affected sectors and
workers.  It is precisely in these areas and at the national level where the Bank's
involvement can be most effective. Trade-related issues need to be systemically
incorporated in the Country Assistance Strategy, with the Bank playing a supportive role
in a country-led reform process.

The World Bank can also help developing countries use the multilateral system
more effectively to promote trade and development and to ensure that agreements on
investment-related measures, intellectual property, and standards take into account their
needs as well as their capacities.  Through its analytical work and advice, the Bank can
contribute to the debate on intellectual property rights where there are complex issues of
how to judge the appropriate balance between the need to spur innovation and the need to
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facilitate the transfer of technology to developing countries. The Bank needs to step up its
support for developing countries seeking accession to the WTO.

Limitations of market size and the difficulties associated with negotiations in the
multilateral system are two reasons for the proliferation of regional trade arrangements.
Regional integration can be an effective means to improve the efficiency and
international competitiveness of regional producers, and to stimulate global trade.  The
Bank can play an important role through technical support and advice on how to make
regional arrangements create more trade rather than divert trade or curb it. The World
Bank's contention that North-South regional agreements are more likely to improve
welfare than South-South regional agreements is worth noting.  The former trade
agreements are more likely to result in less trade diversion and to produce greater gains
from trade creation because of the greater structural differences between North and South
economies.  This underlines the importance of allowing developing countries greater
access to industrial country markets.

Trade liberalization at the national level has implications to regional and global
growth and poverty alleviation.  It is therefore highly appropriate that the World Bank
has designated trade as one of five broad priority areas for its engagement in global
collective actions.  The other four areas include communicable disease, financial stability,
environmental commons and the knowledge revolution.  Of course, as the World Bank's
progress report on Poverty Reduction and Global Public Goods concludes, the Bank
must be selective in its priorities, collaborative in its approach and prudent in its
deployment of resources for addressing issues with a global public goods nature.

The progress report discusses the complexity of financing public goods and
mentions the large number of entities involved including public, private, philanthropic
and non-governmental organizations.  It is important, therefore, to get a better assessment
of the financing requirements, the available resources, and to coordinate and rationalize
areas of responsibilities to avoid duplication, confusion and dissipation of effort.

This said, I am encouraged by the Bank's effort to scale up support for countries
struggling to stop the spread of communicable diseases, including HIV/AIDS, malaria
and TB.   The spread of such diseases, especially in Africa, has the potential of reversing
the progress achieved to date on the economic and social fronts.  I welcome and support
the Bank's efforts to establish international partnerships, such as with UNAIDS and the
Global Alliance for Vaccines and Immunization, and to provide seed capital for new
disease initiatives.

I am also encouraged to note the progress made by the Bank and the IMF in the
Financial Sector Assessment Program (FSAP), the Report on Observance of Standards
and Codes (ROSC) and the development of guidelines for public debt management.
These three initiatives have the potential to strengthen financial systems and contribute to
greater global financial stability.  A crucial prerequisite for the successful implementation
of these three initiatives is that they are implemented on a voluntary basis.  They should



3

not take the form of one-size fits all, but rather contain practical advice and best practice.
The objective should be to assist countries develop their financial markets and improve
their public debt management, and not to introduce binding standards that many
developing countries do not have the capacity to achieve.  Countries must be allowed
sufficient flexibility in their choice of policies, institutions and instruments, which they
can adopt and adapt, to their specific situations.  The approach must be graduated and
supported by adequate capacity building.

Not withstanding the good efforts made by the Bank staff, the paper on the
Principles and Guidelines for Effective Insolvency and Creditor Rights Systems is still
at an early stage.  There is a need for a more extensive consultation with, and a better
feedback from, developing countries, and within the World Bank itself.  In this regard,
the paper can benefit from the excellent consultation process and reporting that was
carried out in the preparation of the Guidelines for Public Debt Management.  The Bank
may prepare a progress report to this Committee, after the Bank Board has reviewed the
lessons of experience drawn from the six pilot countries.

We agree with the statement in the Bank's paper on Harmonization of
Operational Policies, Procedures and Practices that  "donors and recipients alike would
have to be prepared to 'give and take' in order to arrive at appropriate and effective
standards and common principles; it is not a matter of adopting one institution's
requirements over all others".

The success of the Coordinating Group, which was established by the Arab
multilateral institutions, the Islamic Development Bank and the OPEC Fund, provides a
good example of how to proceed with harmonization.  As explained in the report, the
Group has successfully developed voluntary common guidelines, based on the broadest
technical consensus, in areas ranging from project appraisal to project evaluation,
supervision and monitoring.

It is possible, however, that some policy differences may be difficult to resolve
which means that complete harmonization among all donors may not be a practical
objective, and that we would have to settle for a second best effort.

It is also possible that the Bank's own policies and procedures may be an obstacle
to cooperation and convergence with other donors.  It is telling to note that driven by its
largest shareholders, the Bank has adopted safeguard policies and environmental
standards that are tougher than those applied by their own bilateral agencies, which may
explain why complete harmonization of policies is difficult to accomplish.  This said, it is
perhaps time for the Bank to review its own practices and ask itself what it can do to
change its own behavior, to become more pragmatic in working towards practical
solutions that are tailored to country circumstances.


