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1. It is now evident that a strong global economic recovery, the best in two decades, is well 

underway. Industrialized countries have effectively managed to ease their economies out of 
the latest recession and help create the strongest performance in global financial markets 
since 2000. Developing countries’ performance is also to be commended. Significant 
progress has been made by many of them, in reforming their economies, improving 
governance and enhancing their absorptive capacity. Of course, much remains to be done 
by both the developing and developed economies to further deepen reforms and create the 
conditions for sustaining this recovery. In this context, and in response to the level and 
volatility of oil prices which have risen in a market facing increased speculation and strong 
demand, as well as geopolitical tensions, Saudi Arabia has decided to increase its oil 
production capacity to 11 million barrels daily thereby ensuring that the excess production 
capacity will be 1.5 million barrels daily. However, it is also worth stressing that the long-
standing market balancing efforts of the major oil exporters need to be supplemented by 
enhanced producer-consumer cooperation. 

 
2. The economic recovery is still occurring in an unsettled global political environment, and 

amid several regional conflicts. The ongoing challenges involving Palestine, Iraq, and 
other countries unfortunately demonstrate not only how immense human suffering can be 
created or exacerbated, including effects on children and the poor, but also the potential 
diversion of political attention and resources from other legitimate and longstanding 
development needs. 

 
3. Helping poor countries achieve pro-poor, equitable and sustained economic growth is our 

collective obligation. This meeting should therefore reiterate our message about the need to 
promote a more stable global economy, freer trade, increased aid levels and better 
conditions for aid’s more effective use. 

 
4. This brings me to the first item on our agenda, Aid Effectiveness and Financing Modalities. 

I appreciate all the work that has been done so far in addressing the issue of aid 
effectiveness and in exploring ways to enhance aid financing. But further real progress 
needs to be demonstrated. 

 
5. To have a better chance of meeting the MDGs, developing countries should first and 

foremost rely on their own resource generation capacity and we should all help them do so. 
A path of sustained economic growth that brings about a steady stream of readily available 
resources should be the primary objective for developing countries. To embark on such a 
path, developing countries should pursue appropriate domestic policies, especially those 
supportive of the investment and job-creating capacity of the private sector, domestic and 
foreign. As I noted, commendable progress in reforms has been made by the developing 
countries in recent years, especia lly at the level of macroeconomic policy and public sector 
reform. This has demonstrated the benefits of adopting outward-oriented strategies and 
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overcoming impediments to conducting business more efficiently. This progress was also 
instrumental in enhancing many countries’ absorptive capacity, and improving the 
prospects for the more effective use of aid. With much ground remaining to be covered, the 
welcome increase in “ownership” by developing countries of their own development 
policy formulation process has helped strengthen the domestic environment. If sustained, it 
should help bring the MDGs within closer reach. So can enhanced attention to improved 
governance practices, public resource management and the better prioritization, costing 
and targeting of poverty reducing programs. 

 
6. It remains clear, however, that developing countries’ intense efforts to promote sustainable 

and more equitable growth would need to be complemented by a reinvigorated effort by 
the donor community to provide more aid and to make it more predictable and flexible. A 
stronger effort to improve the aid allocation process is also needed. Donors would need to 
focus on managing for results, performance-based selectivity, and efforts to reduce costs in 
the delivery of aid through harmonization and a better alignment of aid with country 
programs. More and better directed aid is needed to allow countries with good policy 
performance to accelerate the needed progress to attain the MDGs. 

 
7. The attainment of the UN ODA target of 0.7 percent of Gross National Income should 

remain the ‘first-best’ solution for all. In this connection, I welcome the fact that an 
increasing number of industrialized country donors have reached the 0.7 target, or aim to 
do so within the foreseeable future. Saudi Arabia, for its part, has long surpassed the 0.7 
percent mark. 

 
8. There are many interesting ideas for alternative financing, but they have not succeeded in 

generating the necessary political consensus. We should not become diverted by rhetoric 
divorced from the underlying political, technical, and legal realities – including possible 
negative impact on poorer countries themselves. For instance, I note that some of the 
Global Taxation ideas, such as the carbon tax and taxes on financial transactions, are still 
being considered, despite the obvious political challenges their implementation would 
encounter. On the International Financial Facility, I note the relative progress that has been 
achieved in exploring the technical aspects of the proposal and in attempting to tackle the 
various implementation obstacles. While, a positive outcome could help countries that 
have not attained the 0.7 target to do so, the urgency of the task at hand requires us to focus 
our efforts on practical and broadly endorsed ideas and avoid straining the already heavy 
development agenda by considering proposals that have failed so far to generate the 
political traction needed to move them forward. 

 
9. Our efforts should be focused on pursuing practical actions that could help generate 

additional financial resources for the attainment of the MDGs. These actions should 
include: (i) most importantly, moving the trade agenda forward and pressing for a freer 
movement of goods and services across the world; (ii) exploring possible blending 
arrangements of the various financing instruments and mechanisms that are available with 
the aim of enhancing their overall effectiveness and alignment with the country’s own 
needs and priorities; and, (iii) better channeling the $80 billion in workers remittances (of 
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which about $16 billion from Saudi Arabia alone) into more productive assets such as 
small business development. 

 
10. Further trade liberalization, would indeed allow developing countries to tap the enormous 

potential for increased export earnings in the markets of the industrial countries. Such 
potential can only be realized if protectionist barriers are rolled back (and not reintroduced 
in different forms), and distorting subsidies phased out. It has been confirmed at previous 
meetings that the potential gains for low income countries are huge. Indeed, income gains 
from feasible trade reforms, estimated at as much as $60 billion, confirm the role that trade 
reforms can play, relative to aid, in achieving the MDGs. With full liberalization, including 
removal of the $300 billion in subsidies that industrial countries lavish on their shrinking 
farm populations as well as tariffs on some agricultural products that can reach as much as 
900 percent, world income could increase by over $500 billion and raise an additional 140 
million people out of poverty. And the benefits would not stop there. Greater export 
earnings would in turn stimulate pressure by the firms involved for further complementary 
domestic reforms, such as less regulation, a more efficient business environment, and 
demand for supporting social and physical infrastructure. 

 
11. Let me now turn to the subject of Investment Climate and Infrastructure Development. 

Improving access to, and quality of, both social and physical infrastructure continue to be 
the foundation on which developing countries can achieve sustainable growth and make 
progress on poverty reduction. In this connection, I would like to welcome the progress 
made by the Bank in implementing the Infrastructure Action Plan and look forward to it 
resulting in more and better infrastructure investments where they are most needed. I 
would, however, call on the Bank to work harder at better translating the knowledge 
acquired from analytical work into more effective lending.  It should also ensure that work 
among the different parts of the World Bank Group (e.g. IFC and MIGA), is divided 
according to each part’s comparative advantage. Moreover, the World Bank Group, in 
partnership with the IMF and other relevant development partners, could do more to help: 
for instance, by pressing ahead with work to help countries increase their fiscal space for 
productive investments and by finding more creative financing solutions for them, such as 
better tailored sub-sovereign lending instruments and more attractive conditions for Public-
Private Partnerships. 

 
12. In this context, finding the fiscal space for productive investments in social and physical 

infrastructure indeed remains a challenge for most low-income countries. A number of 
them are facing unsustainable debt burdens, which are draining their finances and 
impeding their ability to invest productively in social and physical infrastructure. The 
HIPC initiative has gone a long way to address this problem, but more is needed to help 
these countries achieve more sustainable debt levels going forward. I take note of the 
progress in the development of the proposed Debt Sustainability Framework for Low-
Income Countries and look forward to further work which will win broader ownership by 
both creditors and borrowers. Successful implementation will be the ultimate proof of the 
validity of the framework and its robustness. For instance, while the proposed framework 
aims in principle at striking the right balance between rules and discretion (as it allows for 
flexibility in addressing country specific circumstances), striking such a balance in reality 
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will reflect actual implementation of the framework in a specific country. Only time can 
tell how this could play out. In the meantime, one topic that I feel deserves immediate 
attention is Bank-Fund collaboration. This is in my view of paramount importance. I urge 
that both institutions work harder at fully harmonizing not only their procedures in the 
preparation of the DSAs and in agreeing on a common risk classification, but also in 
reaching a common ground with regard to the advice and recommended course of action 
for countries to deal with their debt situations. 

 
13. Another opportunity for greater harmonization between the Bank and the Fund is related to 

finding a common ground on the issue of Voice and Participation of Developing and 
Transition Countries, especially in relation to voting structure and the Quota formula 
review process. I am also of the view that enhancing developing and transition countries’ 
voice and participation in decision making affecting their development process should not 
be limited to issues of voting structure and capital stock. Much could be gained from 
further enhancing countries’ ownership of their development strategies (through the PRSP 
process) and by giving them a greater say in the preparation of their respective CASs and 
the implementation of assistance programs and projects. 

 
14. In conclusion, I very much welcome our discussion and note with satisfaction the sense of 

urgency and realism that is now informing the debate on how to accelerate progress 
towards achieving the objectives of the MDGs. It is now timely to focus on relevant and 
practical ideas that have a good chance of resulting in greater development effectiveness 
and in the needed financing for development. 

 
 


