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The Global Context

While the market turmoil that resulted from the recent financial crisis appears to
have settled, the recovery in the developing world remains fragile and the sharp decline
in international capital flows left in its wake has persisted into the first half of this year.
All indications point to a continuation of this trend for at least the remainder of 1999.
The fall in foreign direct investment (FDI) flows has been relatively modest, but has
revealed the sensitivity of such flows to global crisis.  Prospects for FDI are, therefore,
not encouraging, especially in an environment of modest economic and trade growth.
Moreover, FDI flows remain concentrated in a handful of countries, with very little of it
finding its way to Sub-Saharan Africa.

Financing Africa’s Development

In spite of substantial progress with economic reform, the economic revitalization
enjoyed by most countries in the continent suffered a setback in 1998, resulting in a 1
percent fall in per capita income after several years of growth. Our countries are
committed to maintaining the momentum of reform.  However, if growth is to be
sustained, adequate levels of external funding and significant debt relief must
complement our reform efforts.

To achieve sustained growth, the African countries recognize that their reform
efforts must be re-directed towards a greater focus on poverty reduction as a development
objective.  Sustainable development in the medium-to-long term will mean a greater
reliance on self-help, including the mobilization of higher levels of domestic resources.
The challenges of globalization and liberalization make it imperative that African
countries modernize and adapt their productive, regulatory and administrative structures
in such a way as to be better integrated into the world economy.  Regional groupings
offer an important means of enhancing this process, and we call upon the World Bank
Group to increase its collaboration with African regional organizations through technical
support and the development of financing mechanisms for funding the regional co-
operation efforts of African countries.

The recent financial crises in East Asia, Latin America and Russia have highlighted
the vulnerability of African countries to developments in the global financial system. The
lesson for African countries is the need to develop and strengthen financial and banking
systems through appropriate regulatory oversight that weighs the benefits of increased
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capital flows against the risk of financial contagion.  The Bank and its development
partners must assist in this effort by supporting our countries’ financial sector reforms
aimed at modernizing our financial systems and markets and strengthening the regulatory
framework and governance in local capital markets.  The IFC has been active in capital
market development in Africa, and the current improved macroeconomic environment in
most countries on the continent should permit a significant expansion in IFC activity in
this important area.  In particular, we would like to see greater activity in the area of
microfinance in view of the vibrant informal sector and the limited employment
opportunities and financial resources available to this sector in most African countries.

Africa’s growing recovery and its adherence to structural reform must indicate a
basis for expansion, not contraction, of aid, if growth is to be sustained.  African
countries need continued support from the donor community in terms of concessional
resource flows to help them address the long-term fundamentals of economic
development.  These include enhancing productive investment through basic
infrastructure, creating an enabling environment for private sector activity, and
strengthening human capital through efficient investments in primary health care and
education.  Therefore we would like to call upon the World Bank to increase its efforts to
help mobilize concessional aid flows to Africa from the international donor community.
The Special Program for Africa (SPA) has demonstrated its effectiveness in mobilizing
concessional resources in support of the reform efforts of African countries.  We trust
that the forthcoming fifth cycle of the SPA will be fully funded so that it can continue to
meet the growing poverty-reducing needs of its recipient countries.

Special attention needs to be given to increasing the efficiency and effectiveness of
aid to Africa, and to avoiding an over-dependence on aid.  In this connection, we would
like to stress the importance of improved partnership and African ownership and
commitment to aid-funded projects and programs, the need for strengthening institutional
aid-delivery mechanisms, and the need to emphasize capacity building as a more suitable
alternative to technical assistance in most cases.  These are all ideals which we expect to
be incorporated in the Bank’s Comprehensive Development Framework, in the context of
a new donor-beneficiary relationship in which multi-donor programs will focus on an
African-driven agenda.

The Heavily Indebted Poor Countries (HIPC) Debt Initiative

This brings me to an issue that is of particular importance to the highly indebted
countries of Sub-Saharan Africa, and that will, no doubt, most exercise the minds of
Governors at these Annual Meetings.  Since the inception of the HIPC Initiative, the Sub-
Saharan African countries have been among its strongest supporters.  We have, however,
led the call for a modification of the Initiative to ensure that it provides faster, deeper and
broader relief, if it is to make a material difference to the development prospects of
HIPCs.  This view is shared by a broad range of donors, recipients and NGOs, as
confirmed through an extensive consultative process carried out in the last few months.
We are pleased to endorse the proposals set forth in the Report of G-7 Finance Ministers
at the Cologne summit last June.  They have been useful in forming a basis for modifying
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the existing HIPC Initiative framework, as proposed at these meetings, in such a way as
to enhance its effectiveness in meeting its stated objectives.

We also endorse the modifications proposed by the Boards of the Bank and Fund.
In particular, we welcome the recommendation that the Initiative be simplified and
enhanced through lower debt sustainability targets, and an earlier assessment date for the
determination of assistance.  Further, we endorse the proposals to speed up delivery of
assistance under the Initiative through interim assistance from multilateral institutions,
floating completion points, and front-loading of debt relief after the completion point.
We very much welcome the prospect of a much larger number of HIPC countries
qualifying for assistance under the Initiative as a result of the proposed modifications.
Finally, we strongly support the recommendation that countries that have already reached
their decision and completion points should be able to benefit retractively from additional
assistance resulting from any modifications to the HIPC Initiative.

Undoubtedly, the proposed modifications will entail significant additional costs to
be borne by bilateral, commercial and multilateral creditors.  We would strongly urge that
these costs be borne equitably amongst all creditors in such a way as to preserve the
principle of additionality.  In particular, in seeking means of securing additional funding
from the World Bank, we would hope that IDA’s commitment authority would not be
compromised in any way.

We are of the firm belief that a strong link must be established between debt relief
and poverty reduction.  This link must operate within an appropriate macroeconomic
framework consistent with poverty reduction, and on the basis of a broad-based poverty
reduction strategy with strong country ownership and widespread participation of civil
society.  Debt relief must thus be integrated into a country’s general anti-poverty
framework, with expenditure made possible by debt relief savings incorporated into the
overall national budget.  Improvements in transparency and accountability are important
in ensuring that social expenditures are effective and reach the poor.  This implies a
capacity building role for the World Bank in strengthening the debt management capacity
of HIPC countries.

The HIV/AIDS Epidemic And Its Effects On Africa’s Development

The HIV/AIDS epidemic has spread with phenomenal speed over much of Africa in
the last few years.  Today it presents the greatest threat to the region’s development.
More than 11 million Africans have already died of AIDS, and another 22 million
Africans   nearly two-thirds of all cases in the world   are living with HIV/AIDS
today.  Twenty-one countries with the highest HIV prevalence are all in Africa, with
prevalence rates exceeding 10% in at least ten of these countries.  In some countries, one
in four adults is infected.  By the year 2020, AIDS will account for more than 37% of
adult deaths from infectious diseases in the developing world.  And in the worst affected
countries in Africa, life expectancy in the next ten years will be 17 years shorter than it
would otherwise have been   47 instead of 64.
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AIDS is clearly a problem which must be addressed urgently.  While other diseases,
such as malaria and other childhood diseases continue to claim as many lives, AIDS has a
particularly devastating impact on development.  By claiming the lives of the most
productive segments in society, it robs African countries of their already modest supply
of productive human capacity to stimulate development.  As such, AIDS is not just a
health issue, it is a development issue, with important implications for every sector of the
African economy.

Any effective response to the AIDS crisis must begin with the African countries
themselves, and government commitment at the highest level must be assured if the
spread of the disease is to be contained.  We also recognize the importance of effective
government cooperation and collaboration with civil society and the private sector,
making as much use of community participation as possible. Already, a number of
African countries have embarked on aggressive prevention campaigns, but their efforts
are not adequate to contain the scourge of HIV/AIDS.

We would like to call upon the World Bank Group to place the HIV/AIDS epidemic
at the center of its development agenda for Africa, and to continue to work in partnership
with other international and regional organizations to design an effective, coordinated and
intensified response to the crisis.  Such a response should include, but not be limited to,
the following features:

•  The Bank should support the efforts of African leaders to mobilize the
participation of civil society and the private sector in an intensified action plan to
combat the spread of HIV/AIDS through educational campaigns, conferences and
workshops to help raise local awareness about the disease and how to control its
spread.

•  HIV/AIDS must become one of the central priorities for the Bank in its
cooperation with Sub-Saharan Africa.  This will mean raising awareness among
Bank staff, and building staff capacity to respond to the need for intensified action
on HIV/AIDS.  It will also mean incorporating HIV/AIDS activities into the
entire Bank’s work in Africa through a multi-sectoral approach, and incorporating
HIV/AIDS concerns in all country assistance strategy papers for Sub-Saharan
African countries.

•  The level of Bank funding directed to HIV/AIDS prevention, care and treatment
in Africa should be increased appreciably and take the form of specific HIV/AIDS
operations.  The Bank should also help to mobilize grant and concessional
resources from bilateral and multilateral donors for addressing HIV/AIDS in
Africa, through redirection of ongoing project funds, as well as additional
funding.  Such funding can be leveraged through greater collaboration among
international donors, and through private sector funding.

•  The Bank, in collaboration with the international donor community and the
private sector should help fund ongoing and new research towards the
development of an HIV/AIDS vaccine and the discovery of a cure for AIDS.
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Appropriate attention should also be given to cost-effective treatment options,
counseling programs, care of orphans, economic support to affected families, and
the provision of humane care to infected patients.  The IFC can also play a role in
stimulating domestic private sector participation in the provision of health care
facilities, the establishment of blood-screening centers, and the local manufacture
of condoms.

•  Ultimately, the greatest contribution that the Bank and its development partners
can make to containing the spread of HIV/AIDS in Africa is to reduce poverty in
the region.  By reforming health care, increasing access to education, building
capacity and empowering women, the Bank and its partners would be addressing
the socioeconomic factors fundamental to the spread of HIV/AIDS   and indeed
a host of other communicable diseases that continue to plague our countries
today.

We welcome the “Intensifying Action Against HIV/AIDS in Africa” Strategic
Action Plan, recently launched by the World Bank’s Africa Region.  The Action Plan,
reflects a strong commitment by the Bank to act decisively in addressing what is perhaps
one of Africa’s greatest development crises.  We trust that the Action Plan will benefit
from strong support from the Bank’s leadership, and from Africa’s development partners.
We also hope that it will be widely disseminated, and will be enriched by the on-the-
ground experience that many African policymakers have acquired as they have sought to
confront the epidemic’s devastating consequences in their countries.

The Partnership For Capacity Building In Africa

It was almost exactly four years ago that the African Governors highlighted the
importance of capacity building to the economic development of our countries. At that
time we proposed the establishment of a Partnership for Capacity Building in Africa
(PACT) whose most important distinction from earlier efforts would be its African
ownership and inclusiveness within a context of partnership with Africa’s development
partners, civil society and the private sector.

We are gratified to note that PACT has received the endorsement of the World
Bank Board, following an exhaustive process of preparation and consultation.  We fully
recognize that Mr. Wolfensohn’s own special efforts were crucial in bringing the
Initiative to this stage, and would like to express our sincere gratitude for the strong
support he has provided to PACT since its conception.  We are particularly grateful for
the establishment of the PACT Trust Fund, and for the Bank’s commitment to ensuring
that additional financing will be forthcoming.  We urge the Bank to support our efforts to
mobilize multilateral, bilateral and private sector financing for the Trust Fund, so that our
countries can quickly begin to reap the economic benefits of an enhanced work force.  On
our part, we pledge to ensure that the Initiative continues to benefit from strong
government ownership and commitment, and that our civil societies play a key role in the
implementation of the Initiative in our countries. We look forward to an early review of
the Initiative so that we can ensure that it results in tangible progress towards our human
development objectives and a reduction in the need for costly technical assistance.
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Developing Countries And The International Trade Agenda

A holistic approach to development will necessarily imply a central role for the
World Bank on international trade issues in developing countries.  Besides being key to
development, it is also a source of social, economic and political stability for many
countries.  In a globalized world, attention to trade issues must move beyond a
preoccupation with the elimination of tariffs and form part of an overall development
strategy for countries.  Within such a strategic context, a supporting cast of characters 
efficient infrastructure, adequate human and institutional capacity, appropriate legal and
regulatory framework, trade-friendly labor codes and efficient financial markets   must
complement a country’s efforts to eliminate trade barriers, if sustained development and
poverty reduction are to be catalyzed.

The Bank is well-placed to play an important supplementary role in this area which
properly lies within the domain of the World Trade Organization’s activities.  We
welcome the substantial program of work currently underway at the World Bank,
including operational support and dissemination of best practice information;
participation in the Integrated Framework for the Least Developed Countries; research
and capacity building focussed on the trade negotiations; and research on the new trade
agenda.  We trust that special attention will be given to the geographical disadvantages
that marginalize many Sub-Saharan African countries in the global industrialization
process.  We would also like to see the integration of trade issues into the country
assistance strategy process.

We look forward to the new round of multilateral negotiations to be launched in
Seattle in November.  We hope the negotiations will not be overburdened by non-trade
issues which could represent a further disadvantage to the trade prospects of developing
countries.  We hope the new round will take into account the severely restricted access
that developing countries continue to encounter with respect to industrial country markets
despite commitments made by these industrial countries under the current round.

Africa’s nascent economic recovery remains fragile, and our government’s
continuing efforts to expand and diversify exports and create an environment more
conducive to investment and trade will need to be supported by the Bank and its
development partners if they are to succeed. Bearing in mind our commitment to the
World Trade Organization (WTO), and in particular, the forthcoming 3rd Ministerial
Conference of the WTO in Seattle, USA next November/December, we call upon the
international community to help our countries diversify their export bases so as to
minimize the external shocks that result from commodity price collapses and increased
competition from other commodity-exporting regions.

Furthermore, the Bank and its development partners should assist African countries
by enhancing their access to market-based hedging mechanisms that reduce their
vulnerability to commodity price fluctuations and increase the predictability of export
revenue flows.  In this connection, we very much welcome the International Task Force
on Commodity Risk Management in Developing Countries, recently established by the
Bank, and made up of international experts, working in partnership and dedicated to the
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search for a more effective solution to managing commodity price risk in developing
countries.  We hope its deliberations will result in outcomes that will make a real
difference to the African smallholder farmer who ultimately bears the greatest risk to his
or her livelihood. In this regard, we would like to call for the establishment of capacity
building programs, targeted at both the public and private sectors, to ensure that the
proposed risk-management instruments are used effectively.

IBRD Capital Adequacy

The recent financial crises and the very heavy demand they placed on the Bank’s
resources have given cause for concern about the IBRD’s capacity to respond to future
crises of similar magnitude.  External reviews have given credibility to these concerns by
cautioning that the Bank may be approaching the limits of its risk-bearing capacity.
While we are comforted by the Board’s conclusion that the current capital structure of the
Bank remains sound, we are troubled by the recognition that it may place limits on the
Bank’s effectiveness, especially in the event of a deterioration in the external global
environment.

While welcoming further Board discussion of various options for enhancing the
Bank’s capacity, it would seem to us that it may now be appropriate to begin
consideration of a possible capital increase for the Bank, if it is to continue to meet the
growing demand for its services.  Given the lead time required to complete the process of
a capital increase for the Bank, we would like to propose that this important matter be
taken up at the next meeting of the Development Committee.

World Bank Support for Strengthening the International Financial
Architecture

We welcome the role the World Bank Group is playing to help strengthen the
global financial infrastructure and thus reduce the vulnerability of developing countries to
financial upheavals.  At the country level, the Bank should primarily focus on helping
developing countries integrate with the global financial system.  We would urge the Bank
and Fund to focus on their areas of comparative strength, while leaving other areas to
their development partners.

CONCLUSION

The new millennium offers much opportunity for the African continent, and our
countries must begin to consolidate the modest growth that our economic and political
reform efforts are yielding.  For such growth to be sustained, however, our reform
endeavors must be supported with debt relief and additional flows of concessional and
private capital, and our efforts to safeguard our human capital must be supported through
effective HIV/AIDS prevention and care programs.  In a globalized world, our countries
must be able to continue the financial sector reforms and build the human and
institutional capacity that enables us to take our own place as equal partners in the global
community.  Ultimately, the World Bank Group’s success as the world’s premier
development institution will be judged by its achievements in Africa, specifically by the
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extent to which poverty levels diminish in the continent.  This will call for a true
partnership between our countries and our development partners   especially the World
Bank Group. This is an ideal to which we are committed.  We trust that we can count on
the continued support of the Bank and the Fund in this endeavor.
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