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1. The Global Context

There are encouraging signs that world economy is recovering after the severe
turbulences of 1997. Investor confidence in emerging markets is gradually picking up,
underpinned by serious reforms in the financial and corporate sectors, coupled with broad-based
growth in the industrial countries. Much is still desired to bring the performance back to the pre-
crisis level. Net long-term capital flows continue to follow a declining trend and are still far from
the pre-crisis levels, while FDI flows have been resilient albeit growing at a slow rate and remain
concentrated in about 10 middle income developing countries.

We are heartened and encouraged by what seems to be a reversal in the persistent ODA
downward trend witnessed during the last decade.  While it is early to judge by the slight
increase in ODA/GDP ratio of OECD countries from 0.22 percent in 1997 to 0.23 percent in
1998, the fact that a number of OECD countries have made strong commitments to increase their
ODA, sends a positive message that augurs well for future ODA flows.

In general, however, financial flows to Sub-Saharan Africa are still not commensurate
with the tremendous reform efforts most of the countries in the region have made during the last
decade or so.  While the recent effort by the multilaterals to raise the concessional lending level
is welcome, a lot remains to be done to bridge the wide gap between the available resources and
the requirements for poverty reduction, the centerpiece of our development agendas.  We
appreciate the attention given to the region’s debt under the HIPC Initiative.  However, debt
relief alone will not be sufficient unless it is supported by other sources of concessional aid, FDI
flows and a free access of African products to world markets.  We would urge the IFIs to play a
proactive catalytic role in encouraging private flows, particularly FDI, to develop SMEs and
speed up the privatization process in the continent.

2. Intensifying Action Against HIV/AIDS

The explosion of the HIV/AIDS epidemic is cause for serious concern. It is now widely
acknowledged that this scourge is not just a mere health hazard, but a serious threat to
development.  Our region, Sub-Saharan Africa, is the hardest hit with 85 percent of the global
deaths resulting from AIDS and the highest number of infected people.  The devastating effects
of the disease compound Africa’s plight with its more negative impact on the productive labor
force.  HIV/AIDS is also depleting accumulated wealth and capital stock, as many of those
inflicted by it sell their assets to defray medical costs.  Its adverse effects span all sectors,
including agriculture, the private sector, education, health, and public administration.  Women
and girls are the most devastated group, while the poor are more adversely affected than the well
to do, a matter that puts a continuously increasing burden on public resources and at the expense
of other development purposes.

Time is of the essence in arresting the spread of HIV/AIDS.  In the absence of a cure,
most of our countries have embarked on strong prevention campaigns encompassing public
education and information programs, enhancing awareness about the disease and the distribution
of contraceptives.  A strong commitment by governments is evident in many countries, although
in some cases acknowledging the prevalence of the epidemic is still a taboo due to cultural
reasons. The role of society in tandem with NGOs is crucial in this respect.  HIV/AIDS
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interventions should be accorded highest priority in the governments’ national development
programs.

Combating HIV/AIDS is a costly endeavor that requires massive resources which the
developing countries, particularly the poor among them, cannot raise by themselves alone.
Given the high cost of preventative programs, research needed for finding a cure, building
capacities and looking after the victims, concerted efforts by the international community is a
crucial imperative.  In this connection, we applaud the leadership role played by UNAIDS
through its program, the International Partnership Against HIV/AIDS in Africa.  We trust that
other development partners will join these efforts, each focussing on its comparative advantage.
We also welcome the close collaboration between the World Bank and UNAIDS.  The setting up
of the Multisectoral AIDS Campaign Team for Africa (ACTafrica) in the Africa Regional Vice
Presidency is a laudable step.  We are particularly pleased with the Bank’s decision to
mainstream HIV/AIDS in the development plans, HIPC, PRSPs and CASs, as well as in projects
and sectoral programs.  Its active role in the Global Alliance for Vaccines and Immunizations
(GAVI) is also commendable.

Sub-Saharan African financial requirements for addressing the epidemic are estimated at
$1.0 – 2.3 billion.  Raising this amount entails well-coordinated and concerted efforts by all
development partners and national governments.  In this connection, we are happy to note the
firm commitment of Mr. Wolfensohn, President of the World Bank, to spare no effort in
providing all possible support to HIV/AIDS programs.  The advances made by GAVI in the
development of microbicides, a substance to kill sexually transmitted infections on contact, is
also an important milestone in the international community’s quest for HIV prevention.  It is our
hope that all concerted efforts will bear fruit soon.

3. Trade, Development and Poverty Reduction

Trade is the key element of the development and poverty reduction and is critical for
reducing reliance on foreign aid.  Open economies that are integrated to the global economy
grow faster than the inward-looking and closed ones.  Poor countries constitute the majority in
the latter group, even though a number of them continue to undertake trade reforms.  This
suggests that trade reforms alone are not the panacea for all development and poverty reduction
problems.  It should interplay with other complementing factors such as effective institutions,
sound macroeconomic policies, effective human capacity, a vibrant private sector, an efficient
financial sector, and an appropriate legal and regulatory framework.  It is also important to note
that like the tango, it takes two to trade, with both partners synchronizing their actions and
moves.  This is fundamental for a fair and equitable distribution of world welfare.  It is to this
end that the international community should gear its efforts, and it is in this context that we feel
that the World Bank and the Fund, in close collaboration with the WTO, can play an important
role in integrating the poor countries into the global markets.

The new concept of categorizing the world economy into three groups¯ industrialized,
middle-income, developing and least developed countries (instead of the two divisions of the
past, rich and developing) ¯ is justified as it is becoming clearer that the developing countries
comprise of two distinct groups: the haves and the have-nots, the former having access to global
markets and the latter lacking similar access.  The growing institutional, structural and
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development gaps between these two groups also justify this differentiation, and entail a
differentiated tackling of the trade problems of each group.  This should include efforts to
promote South-South trade with a view to increase cooperation between the haves and have-nots
in the developing countries.

Despite the recent trade liberalization efforts, trade barriers, both tariff and non-tariff, still
remain major impediments to free trade.  Effective protection, as distinct from tariff protection
against developing countries’ exports of manufactured goods, is extremely high in industrial
countries.  The examples portrayed in the footnote on page 4 of the paper on Trade and
Development about the levels of effective protection some products of interest to the developing
countries enjoy in the industrial countries, are illustrative of the prohibitive trade barriers that
impede growth of industries, diversification of the economies and combating poverty in the
developing countries.  This should be a serious cause for concern to us all if we are to address the
issue of poverty in a meaningful manner.  Allowing free access of our primary products to the
industrial countries’ markets while denying them access in their processed form will not augur
well in the fight to reduce poverty.

Agriculture, in particular, which is the mainstay of most of our countries, needs special
attention.  It is difficult to put in place a level playing field where the rules of free trade can be
applied fairly when there is no serious move by the industrial countries to overhaul their
agricultural policies and restructure the sector. Developing countries should be prepared to play
their part by forging ahead with their reform and liberalization efforts.

This leads me to the issue of sequencing and appropriate timing of trade reforms.  As
mentioned earlier, a level playing field is yet to be established.  Trade reforms cannot be
effective unless they are integrated with other elements, the development of which takes time.
Experience has shown that trade preferences, particularly those under the Generalized System of
Preferences and the Lomé Convention, have not been effective in expanding the poor countries’
exports to the industrial markets due to the exclusion of the “sensitive products” from the list of
items that enjoy full access. Under the circumstances, it is imperative to weigh the cost and
benefits of unilateral trade liberalization and its sequencing.  As things stand now, it seems
illogical to expect fair competition among unequals.  Judging from the slow pace of progress
since the WTO Marrakech Trade Agreement, which was clearly manifested in the Seattle
meetings, we believe that the poor countries will be the ultimate losers from the unilateral
dismantling of trade barriers unless devices are put in place to fully compensate them for such
losses.  In addition, it is also important that they be offered a differentiated and meaningful
market access treatment, at least until the “rules of the game” of world free trade are well
grounded.  Integrating into the global economy is evidently a more complex matter than initially
thought.  Left to themselves, poor countries do not have the capabilities to deal with the hazards
of globalization.  We, therefore, believe that all elements necessary for establishing worldwide
free trade liberalization arrangements should take into full consideration the specific
characteristics of each country.  The CDF, PRSP, CASs and PRGFs should give particular
attention in their designs to these factors.  While we note the laudable efforts by the Bank and the
Fund in helping our countries in several key trade related areas, we would urge them to continue
their active involvement and close collaboration with the WTO in each institution’s area of
comparative advantage. The cooperation agreements signed by the three institutions are a step in
the right direction in this respect.  Their role in providing technical assistance to strengthen
institutional capacities, information and technology systems, and negotiation capabilities is worth
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noting.  We would also like to see their active involvement in the Integrated Framework for
Trade Related Assistance to Least Developed Countries.

Recent history has witnessed a proliferation of trade and economic blocs worldwide.  In
the absence of a full-fledged free trade regime, it is argued that such blocs are the second best
alternatives, provided that their trade creation effects outweigh the trade diversion ones. The
importance of intra-continent trade in Africa is now widely acknowledged by all our nations,
although efforts to establish such blocs are still in their early stages.  This is, therefore, an area
where substantial external assistance becomes critical. Developing infrastructure, institutions,
modern information and technology systems and telecommunications rank high in our priority
list.  We would welcome the strong support of the international community, including the Bank
and the Fund, in this area.

With respect to commodity risk management, we understand that there are on-going
coordinated efforts by a great number of international and regional bodies, led by the World
Bank, to establish a mechanism for protecting the poor countries from the hazards of world
market volatilities.  We hope that these efforts will culminate in the setting up of a body that will
not only manage the risks of commodity price fluctuations, but also be in a position to stabilize
export earnings.  To this end, appropriate export proceeds stabilization schemes should be
developed to complement any price stabilization schemes. Such a comprehensive scheme should
be built on the lessons learnt from the long experience in this area during the last fifty years.  We
would welcome the full support of the international community in this endeavor.

4. Implementation of Poverty Reduction Strategy Papers (PRSPs) and the HIPC
Initiative

Poverty reduction is our overarching objective and hence was our strong endorsement to
the framework for the PRSPs.  We recognize the multidimensional nature of poverty and the
need for a comprehensive approach for tackling it.  We are also cognizant of the importance of
keeping our governments in the driver’s seat, and that the final PRSP should be a product of an
extensive participatory process that involves all segments of society as well as development
partners.  It should be in line with the CDF and constitute an important part of country assistance
strategies.  It is also our long held belief that although a sound macroeconomic environment and
growth are essential elements in the poverty reduction framework, they are not sufficient for
eradicating poverty.  To be effective, they should be combined with many other elements: social,
institutional, environmental, political, legal and equitable distribution of health and income, to
name a few.

This having been said, let me turn to the practicalities of the preparation and
implementation of the PRSPs.  The complexity of the exercise and importance of the quality of
the final product necessitate that the preparation process should not be rushed unduly.  However,
while the Interim PRSPs make the task of reaching the decision point under the Enhanced HIPC
Debt Initiative easier, the idea of making the completion point contingent on presenting a full
PRSP is cause for serious concern to us.  There is a high probability of the risk of delay in
preparing the PRSP, as it is extremely difficult to predict any possible external shocks or reasons
beyond the control of the respective HIPC.  Although we appreciate the stress made on providing
interim assistance between the decision and completion points, we believe that the presentation
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of the PRSP should not be the only criterion for the provision of debt relief.  It is our considered
opinion that a broader and more flexible set of criteria that take into full consideration the
specific characteristics and the environment surrounding the respective HIPC country be
adopted.  The judgement on whether a country qualifies for the debt relief should be based on an
assessment of the overall progress made by the country on different fronts: consistent adherence
to macroeconomic stability, progress in providing social services, creating a conducive
investment environment, etc.  It is through such a device that we can avoid the delay in
implementing the Enhanced HIPC Debt Initiative.  For countries that have reached an advanced
stage in preparing their PRSPs, we expect that the Bretton Woods institutions will assist them
and focus only on a few key conditionalities.  This will, no doubt, help in considerably
shortening the period of 12-18 months estimated to complete preparations of a PRSP.  It is also
worth stressing the importance of capacity building and outreach campaigns for the preparation
of such documents and the ownership of the process by our countries.  We, therefore, call upon
the Bretton Woods institutions to continue with their efforts in providing valued advice and
expertise in this regard.  Our Heads of State place a high priority on poverty reduction, as
evidenced by the endorsement they made to the PRSP approach at their meeting in Gabon last
January.  We appreciate and welcome the assistance being provided to us by all our development
partners.

This leads me to the progress achieved so far in the implementation of the Enhanced
HIPC Debt Initiative.  I believe that all of us are concerned with the slow progress in the
implementation of this Initiative.  The efforts so far made are basically confined to updating the
decision points of a few retroactive HIPC countries under the Enhanced Initiative.  Only five
cases have so far been considered (with only one of them, Uganda, reaching the completion
point).  The other major concern relates to the problem of funding of the Initiative.  The
resources of the HIPC Trust Fund clearly fall short of meeting the amounts required to finance
the HIPC cases envisaged at the time of the last Development and Interim Committee meetings
and, hence, the liquidity constraint problem.  While for practical purposes there is no viable
alternative than reverting to IDA resources to fund debt relief on a temporary basis, we are
concerned about compromising the principle of “additionality” which was stressed when the new
Initiative was endorsed last September.  We, therefore, would like to stress that any funds taken
from IDA resources to finance debt relief under the HIPC Initiative should be fully reimbursed to
IDA, including all interests that would have accrued to IDA if these amounts were invested.

As agreed before, it is also important that funding the HIPC Initiative should not be at the
expense of IDA’s developmental and poverty reduction activities, nor at the expense of other
IDA non-HIPC borrowers.  We trust that bilateral donors will take this into full consideration in
funding the Trust Fund as well as in their contribution to future IDA replenishments.  We hope
that the matter will be given due attention at the forthcoming IDA Deputies’ meeting next June.

It is also important that the concerns of the Multilateral Development Banks (MDBs) and
those creditor developing countries, particularly the HIPCs among them that cannot keep their
obligations under the Initiatives on the issue of equitable burden-sharing, should be given
appropriate attention.  What is needed here, in our view, is the flexible application of the
principle of “comparable treatment” that all creditors should provide; a condition that has to be
met by all HIPCs to qualify for assistance under the Initiative.  The difficulties encountered in
this respect with the non-Paris Club creditors should not be a deterrent for reaching the decision
point.  We expect to see some flexibility from the Paris Club in the application of this principle
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and the consideration to each case on its own merit.  We hope to see a faster pace of
implementation of the Initiative by next Annual Meetings.

5. Report of the Task Force on Small States

We welcome the Joint Commonwealth Secretariat/World Bank report on this subject.  It
succinctly provides a candid analysis of the problems faced by small states, giving full
consideration to the specific characteristics of each.  This group of countries shares a number of
common characteristics: they are prone to natural disasters; a great number of them are remote
and isolated from major markets and are, therefore, less diversified; they have limited capacities,
high incidence of poverty and limited access to international financial markets, among other
things. Therefore, the recommendations of the International Task Force for addressing these
difficulties are apt.  The vulnerability of these states to external shocks should be taken fully into
consideration in the design of multilateral and bilateral assistance.  Given the lack of interest by
foreign investors in these states, more reliance on concessional assistance seems inevitable.  It is
also important that the International Task Force on Commodity Price Risk Management gives
special attention to the specific needs of these countries.

Donors, particularly multinationals, should also provide assistance that enables them to
safeguard against environmental vulnerability, a phenomenon most of them often experience.
The international community also has to help by removing all trade barriers that confront the
exports of these countries into their markets, preferably through extensive special preferential
treatment, and compensatory financing, particularly during the transitional period until they
become fully integrated in the global trade regime.  This should also be complimented by
adequate technical assistance, particularly from the WTO, UNCTAD, EU, and the Bretton
Woods institutions to develop their negotiating capacities.  Financial services, both on-shore and
off-shore, is an area where several small states have a comparative advantage and where external
assistance is of crucial importance.

An important aspect of the proposed framework of assisting these countries is the clear
delineation of the division of labor among the different development partners.  While this is well
spelled out in the last section of the report, we hope that the respective states will be the ones in
the driver’s seat when it comes to the coordination of donors’ assistance.

Finally, putting the Task Force’s agenda in action would entail the concerted efforts of all
if the objective of integrating these states into the global economy is to be attained.

6. Update on the IBRD’s Financial Capacity

We note that prospects for the IBRD’s long-term financial capacity have not seen adverse
changes since our discussion during the last Annual Meetings.  However, the risk-bearing
capacity of the Bank still remains a cause for concern, despite the recent improvement in the
global economic out-look and the ability of countries that were in financial crisis to regain access
to international private capital markets.  Yet, many IBRD borrowers have remained vulnerable to
world market volatilities. We, therefore, concur with the paper that increasing capital resources
will be important for the Bank to realize its mission going forward.  However, we continue to
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believe that this issue should be considered in the context of IBRD’s evolving role.  On the
options put forward, we find increasing the usability of paid-in-capital as the most promising.
Our only concern about this option is that as a preponderant portion of the paid-in-capital is non-
interest bearing assets in the form of domestic currencies held by the member’s central banks,
this raises the issue of the effectiveness of this option. This is an issue that we need to look at
more closely.  We also would encourage the Bank Management to continue exploring all
possible  options for strengthening its risk-bearing capacity.


