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We meet at a time when new uncertainties cloud the international economic
environment.  Projections for growth in the major industrial countries have been scaled
down, and the economic prospects for many developing countries in the next few years are
not encouraging.  Even though net long-term resource flows to developing countries rose
markedly last year - reversing the sharp fall in the previous year - this rise masked a decline
in official flows as well as the familiar skewed distribution of private flows.  As the report on
Recent Trends in the Transfer of Resources shows, official development finance fell in the
year 2000 for the second consecutive year and private flows, though rising sharply, remained
highly concentrated.  The bulk of capital market commitments went to three middle-income
countries and 60 percent of equity placements went to only one country.

The flow of resources to developing countries is, therefore, still far from satisfactory.
This is particularly so for many low-income developing countries who are confronting the
challenges of enhancing growth, countering poverty, dealing with the debt burden and, for
many of them, facing the additional tasks of fighting epidemics and countering the
destructive impact of conflicts.  Our meetings put on the table many key challenges that our
two institutions are facing, and we have to explore how best they can improve their
effectiveness in helping their clients to face these challenges in a changing and often difficult
global environment.

I have the following comments on some of the items on the agenda of our meetings on
the basis of the comprehensive documents that have been presented to us:

Leveraging Trade for Development

We welcome the paper on this vital issue.  It has underscored the increasing importance
of trade for development and poverty reduction, and has laid out a sound basis for the Bank’s
involvement at the global, regional, and country levels.

A more active role for the Bank Group is particularly welcomed in view of the limited
attention devoted to this issue in the 1990s, and given the unique and helpful contribution
that the Bank can make in helping developing country clients in the new global environment.
Coordination with other international institutions, especially the IMF and the WTO, is of
course crucial. We therefore endorse an enhanced role for the Bank Group in helping
developing countries to take advantage of the trade opportunities and we particularly
underscore the need for ensuring that adequate resources are made available for conducting
Bank operations in this important area.

Helping to make multilateralism work for development is a key priority for the Bank.
This can be achieved through its analytical, advocacy and advisory roles. In view of the
substantial protection that is being applied against the exports of developing countries, all
efforts to improve market access are indispensable.  As the paper indicates, the current costs
to developing countries, owing to the various restrictions amount to nearly $100 billion per
year in forgone income.  Moreover, the potential for expanding regional trade should be
tapped, and we welcome, in this respect, the planned Bank work in our region, which can be
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expanded beyond what is now envisaged.  At the national level, the Bank Group can indeed
make a unique contribution by supporting operations that enhance client ability to take
advantage of trade opportunities.  That can be achieved not only through helping to put in
place appropriate trade policies but also by improving the trade-related infrastructure and
services.

Global Public Goods

As I indicated at our last meeting in Prague, we endorse the World Bank Group’s efforts
in relation to public goods. These help to mobilize global and regional collective action that
can bring about benefits across both developing and developed countries, and reinforce
development and poverty reduction efforts in developing countries.

The global public goods agenda has raised a number of issues:

One crucial issue has been how to clearly define the Bank’s role as the field of public
goods can stretch well beyond the Bank’s mandate and comparative advantage.   It is not
easy for the Bank to strike an appropriate balance when playing an active role in the
promotion of global public goods, while at the same time maintaining country focus,
selectivity and an appropriate deployment of its limited resources. It is reassuring therefore,
as the Progress Report shows, that the Bank’s operations in the priority areas of environment,
knowledge, disease, trade, and financial stability, have been well within the parameters for
the Bank’s involvement that the Committee had previously endorsed.  In this respect, I
endorse the conclusion in the report that the Bank needs to follow a pragmatic approach of
anchoring innovative global public goods actions in its core business and its country work.
This should provide a sound basis for cooperating with the many other partners engaged in
activities related to global public goods.

Second, the issue of financing of global public goods still needs more work.  The report
has provided some useful preliminary data on the magnitudes of resources allocated
worldwide for global public goods, but has little to add on the financing requirements.  While
quantification of these magnitudes is certainly far from easy, more efforts need to be
undertaken.  What is particularly important in this exercise is the need to assess the
additionality of resources that becomes available for global public goods.  We endorse the
view that when global public goods produce benefits beyond those for developing countries,
additional resources should be provided by donor countries without diverting resources from
other aid programs.  We also endorse the cautious approach in the financing of public goods
pursued by the Bank as outlined in the Report, especially in paying good attention to
comparative advantage and exploring the use of IDA and Development Grant Facility
resources.  We also urge the Bank, as indicated by the Committee at its last meeting, to
explore further financing opportunities and the scope for more innovative use of Bank’s
lending facilities and grants.

Third, as I mentioned during our last meeting, combating the HIV/AIDS epidemic is one
public goods that could yield well-recognized global benefits but still requires a more
intensified global response. The paper on the Development Challenge of HIV/AIDS shows
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the continued efforts and resources that have been mobilized for this task, especially for the
Multi-Country AIDS Program for Africa. We commend these efforts and endorse the
planned next steps, and look forward to rapid intensification of international action towards
conquering this most urgent challenge.

Harmonization of Operational Policies, Procedures and Practices

The different operational policies, procedures and practices of bilateral and multilateral
donor institutions have been imposing heavy burdens on borrowing countries and adding to
the cost of doing business with these institutions. The Report cites the example of a typical
African country, which annually has to prepare hundreds of reports and deal with more than a
thousand missions requirements on aid effectiveness.

Adequate attention should therefore be given towards harmonizing donor operational
policies, procedures and practices.  Many initiatives have been undertaken in this regard,
including the technical groups that followed the 1996 report of the Multilateral Development
Banks Task Force, the Roundtable on Operational Policies, Strategies and Practices and the
Forum on Harmonization where the Bank played a key role.  In addition, there were private
sector initiatives that the IFC and other agencies organized.  As the Report points out,
progress has been achieved so far in some areas, such as country capacity building and the
work on standard bidding documents, but overall progress remains limited. To achieve
broader success requires strengthened determination, in view of the complexities involved,
such as the different orientations and objectives of donors, as well as the significant resources
that will have to be deployed.

It is important to note that, as the report shows, Arab, Islamic OPEC development
institutions have succeeded in developing common guidelines in areas ranging from project
appraisal to post-evaluation, based upon the broadest technical consensus. They also have
focused upon what is feasible, given the different orientations and cultures.

In light of experience future harmonization effort should therefore be based on realistic
grounds.  Over-harmonization and over-standardization should be avoided, and full regard
should be given to the views of borrowers and donor institutions throughout the
harmonization process. In particular, stringent standards on harmonization that are not easily
accepted by all donor institutions and may well be well beyond borrowing country capacity
to implement should be avoided.   In this regard, the World Bank Group can help achieve
better progress in harmonization by paying full attention to the specific situation of other
institutions and pursuing realistic and feasible objectives on a carefully sequenced basis.

Guidelines for Public Debt Management

The staff of the Bank and the Fund has produced an excellent set of guidelines following
an extensive process of consultation and outreach, including in our region. We endorse the
objectives of the Guidelines designed to assist policymakers in considering reforms to
strengthen the quality of their public debt management and reduce the vulnerability to
external shocks.
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The guidelines provide an ideal approach towards avoiding domestic and external debt
crises. As recognized in the paper, they are not a set of binding practices or mandatory
standards or rules, as no single set of sound practices or prescriptions exists that can apply to
all countries and all situations. Implementing the proposed guidelines may require years of
capacity building efforts, especially in low-income countries. It is therefore expected that the
Bank and IMF would help by mobilizing the resources and technical assistance that these
countries would require in order to improve public debt management.

Promoting Integrity of the International Financial System

I take note of the Report on the role of the Bank and Fund in promoting the integrity of
the international financial system.  The Bank, through its work on strengthening the
structural, financial, and institutional underpinnings of its member countries, is already
making the most important contribution to international efforts to combat financial abuse.
The ongoing joint Bank/IMF work on Financial Sector Assessment Program (FSAP) and the
Reports on Observance of Standards and Codes (ROSC) are also examples of the principal
contributions that are being made in this area.

While I agree that global efforts to fight money laundering and financial abuse should
be enhanced, it is clear that continuing and, indeed, strengthened vigilance is required in
developed countries, in order to make the implementation of protective legislation more
effective.

Strengthening Growth and Fighting Poverty in Low-Income Countries

I now turn to the important issues on our Joint Meeting agenda and wish at the outset
to warmly commend the joint memorandum that we received from Mr. Kohler and Mr.
Wolfensohn.  It focused our attention on the key issues involved and embodied an inspiring
vision grounded on the International Development Goals endorsed by heads of state and a
common twin-pillar strategy to achieve these goals. One pillar is based, as indeed should be,
on self-help action by poor countries to take charge of their future, and the other based on a
recognition by the rich countries that a bright future for the poor is indispensable for the rest
of the world. In this connection, we endorse the call of the heads of our two institutions for
action by donors and creditors, especially on market access and moving towards the United
Nations target of 0.7 percent of GDP for development assistance.  Otherwise, many of the
International Development Goals will remain on the books for a long time to come, with
unpredictable consequences for all of us.

I also welcome the particular attention given to Sub-Saharan Africa and commend the
deep commitment of the African leaders for far-reaching changes that should attack the roots
of poverty, including action to deal with conflict and weak governance; build a strong human
resource base; combat HIV/AIDS and position Africa to benefit from globalization.
Obviously there should be adequate response by the Bank and Fund and the international
community that should alleviate the untenable conditions in many African countries.  So far,
there are good signs of progress.
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One area where progress was visible is on preparing and discussing the Poverty
Reduction Strategy Papers (PRSPs) that have been designed to help focus policy action on
poverty reduction, especially in connection with facilitating the enhanced HIPC Initiative.
So far 32 Interim and 4 full PRSPs have been completed and more are expected during this
year, but it is well acknowledged that the process is still in the learning stage. One area that
has been pointed is the need to improve quality of these strategy papers, though quality
should be judged by how well the specific conditions of each country are identified and how
realistic and effective are the suggested policy actions.  Ultimately, the real measure of
quality is how PRSPs will contribute to tangible results on the ground; a process admittedly
is a long term one. We attach considerable importance to ensuring that the PRSP process is
consistent with the existing institutional framework in the country concerned. Furthermore,
policy priorities set in PRSPs should be costed and adequate resources devoted to them.

Both the Bank and Fund should help in the process, including by adopting clear and
realistic guidelines for assessing the PRSPs, helping in assessing the impact of policies on
the poor, including Bank and Fund policies, and by providing the resources for technical
assistance and capacity building needed to prepare and put in place poverty reduction
strategies.  Bank and Fund lending instruments designed to help the poorer countries,
especially the PRGF and the PRSC, should be sufficiently flexible and avoid adding new
burdens on these countries. The addition of the PRSC at the World Bank should contribute to
a better delineation of responsibilities between the Bank and the Fund in their work in these
countries.

There has also been progress in implementing the enhanced HIPC Initiative.  Twenty
two countries reached their decision point and one reached the completion point, allowing
them to benefit from debt relief of about $34 billion.  Also welcome are the early indications
that resources freed will be mainly directed to expenditures that benefit the poor.  Major
challenges, however, lie ahead, especially moving countries to their completion points,
ensuring long-term sustainability of debt and tackling the problem of indebtedness of
countries that have gone through or are still in conflict situations.  The Fund and the Bank
have conducted useful analysis of all issues involved to meet these challenges, though more
work remains to be done in mobilizing the substantial resources that need to be made
available to meet the substantial financing requirements.

Improving market access can make a substantial contribution efforts of the poorer
countries.  Certainly a lot depends on progress in dealing with the domestic “behind the
border” structural issues that impede countries’ chances of taking advantage of trade
opportunities, but the magnitude of protection and subsidies in industrial countries is high on
those goods most vital for the poorer countries: agriculture, textiles, clothing and other labor
intensive products.  The Bank and Fund documents show how much difference lifting these
barriers would make for the least developed countries, and indeed for all developing
countries.  The two institutions should certainly intensify their efforts to help in improving
access in coordination with the WTO and in effectively utilizing the IMF surveillance
exercise with industrial countries.
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Finally, turning to the post-conflict countries, Fund and Bank assistance should be
centered around the provision of well-coordinated and well-designed technical and capacity
building assistance. On financing, I welcome the Fund’s decision to seek donor support for
interest subsidies for its emergency post-conflict assistance. Regarding the application of the
HIPC Initiative in post-conflict countries, I believe that flexibility should be exercised in
specifying the length and content of the track record. In this regard, an early decision point
should be considered where appropriate in order to ensure that debt relief is delivered in a
timely manner without compromising the need to ensure that resources are effectively used
for poverty reduction.


