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Today’s meeting takes place at a time when the developing world is recovering with increasing
strength from the recent financial crisis. The countries which applied the recommendations of the
Bretton Woods Institutions consistently also appear the first ones to have re-emerged from crisis.
Although these developments are encouraging, there is clearly no room for complacency.

� The middle-income countries need to continue with the sustained implementation of the
wide-ranging institutional reforms on which they recently embarked, in order to further
reduce their vulnerability against adverse market developments. I propose that, at our next
meeting, we take stock of progress achieved so far with the implementation of reforms
embodied in the new Financial Architecture and discuss the areas where the Bank should
further strengthen its assistance.

� Apart from a few exceptions, the low-income countries are not sharing in the present
expansion of the world economy. Those among them who qualify for the HIPC Initiative,
should utilize forthcoming debt relief operations in support of comprehensive growth policies
with a strong poverty reduction focus.

� Moreover, the International Financial Institutions have for some time now been subject to
unprecedented criticisms and pressures for radical reform.

Such pressures for reform are not unhealthy, provided they give rise to an informed and
unprejudicial debate. Today’s rapidly globalizing economy confronts the IFIs with new
challenges and, as institutions with a global mandate, they are subject to new standards of
transparency and accountability. The World Bank should make sure that the encouraging signs of
improvement in the development effectiveness of its operations can be sustained and further
strengthened over time. Its available resources should be invested where they can add the most
value. Lending to middle-income countries should consistently meet the highest standards in
terms of measurable impact on development performance. It should be geared to address the
deep-rooted problems of social exclusion from which many of them still suffer. Work which had
started some time ago on a better coordination between the development banks should be
intensified with the aim to use effective coordination as an opportunity to eliminate, rather than
increase duplication. Low-income countries with limited institutional capacity and especially
countries emerging from conflict would be the first ones to benefit from such higher
effectiveness. In this connection we look forward to the visible results to be achieved in
conjunction with the Comprehensive Development Framework. In addition, I would also
encourage the Bank to develop a coherent and sustainable framework for the increasing non-
lending services which it is providing in support of global public goods. The budgetary
underpinnings of such services may need to be reassessed at a time when they can no longer be
considered as by-products of the Bank’s normal lending operations.

All in all, we remain fully supportive of the Bank’s efforts to adapt the nature of its business to
new development challenges and evolving lessons on aid effectiveness. In many respects, the
Institution had already anticipated requests for reform. We submit that the sustainability of new
initiatives will be better protected if they rely on a financial framework ensuring their full
funding and are supported by a strong sense of ownership from the shareholders. The insurance
that the Bank has sufficient financial capacity to fulfill its core activities even under adverse



2

conditions should remain the overarching concern. We encourage the Bank’s Management to
continue to work with the Executive Board and with the Development Committee towards
appropriate balances among these objectives.

With these considerations in mind, let me make the following comments on specific agenda
items.

Intensifying Action Against HIV/AIDS

We support the comprehensive action plan which is proposed for the Development Committee’s
endorsement to combat the HIV/AIDS epidemic more systematically and effectively. Success
with its implementation will depend on many factors, starting with a sustained commitment from
the governments of affected countries to prioritize the fight against AIDS as a major threat to
future development and with a focussed and coordinated approach of the international
development community. UNAIDS has shown its effectiveness as a partnership for coordination
among the key players and I encourage all of them to continue to rely on this unique instrument
for cooperation around future action plans.

While the World Bank has a role to play in several aspects of the HIV/AIDS development
challenge, it has a distinct comparative advantage in assisting governments with the domestic
policy choices required by a comprehensive HIV/AIDS strategy. These choices imply difficult
trade-offs between different development priorities and, within national health budgets, between
the priorities to be assigned to the fight against different types of communicable diseases. Let us
not forget, indeed, that other widespread deadly diseases must still be tamed. Even if some of
these trade-offs could be alleviated through the marketing of affordable drugs, adapted to the
specific needs of the poorest countries, effective and timely delivery of these drugs would still
require substantial reform of national health care systems in many cases. I encourage the Bank to
pay sufficient attention to these elements of a comprehensive strategy and to keep the Executive
Board regularly informed about the progress achieved with implementation.

Trade and Development

By including Trade in the agenda of this meeting, the Development Committee is obliged to
make a genuine effort towards a cooperative climate in which agreement on a comprehensive
agenda for the next trade negotiations becomes again a serious prospect. Failure to do so would
validate the concerns of those who claim that the international community is not serious about
the risks of social exclusion entailed by economic globalization. Based on the balanced paper
prepared by the joint staffs of the Fund and the Bank, I would like to highlight the following
three points.

First, empirical evidence confirms that countries’ integration into the global markets has a
positive impact on economic growth, thereby improving their opportunities for embarking on
successful poverty reduction policies. While sustained economic growth based on integration
into the world economy is not a sufficient condition for poverty reduction, it is almost surely a
necessary one. Clearly, no-one would gain from a reversal of the progress with trade
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liberalization achieved so far and everyone should remain committed to pay due attention to the
general development benefits to be obtained from future trade liberalization policies.

Second, evidence also confirms the worrisome notion that the least developed countries (LDCs)
have so far not participated in the benefits of liberalization. Their share in global trade has
declined dramatically in the past fifteen years, thereby indicating that there is a growing “Trade
divide,” which justifies special attention. Initiatives aimed at pro-poor trade liberalization, such
as the European proposal to provide duty and quota free market access for essentially all
products from the LDCs should be given urgent consideration.

Third, stable integration in the world economy does not only depend on the abolition of trade
barriers. It is increasingly conditioned by the availability of a sound development environment
offering a dynamic work force and capable of attracting a sustained inflow of foreign direct
investments. Within such an integrated framework, the World Bank seems well placed to
contribute to the establishment of a generally accepted discussion platform in which legitimate
preoccupations about the protection of core labor standards can be addressed on the basis of their
long-term development merits. A genuine effort to resolve the marginalization risks resulting
from globalization should not ignore this aspect.

Implementation of Poverty Reduction Strategy Papers and the HIPC Initiative

I welcome the progress which has been achieved since our last meeting with the implementation
of the Enhanced HIPC Initiative and found it encouraging to learn that as many as twenty
countries could start benefiting from substantial debt relief before the end of the year. This is no
minor achievement in view of the time and effort it takes to prepare comprehensive Poverty
Reduction Strategy Papers (PRSPs) in difficult country circumstances and under severe capacity
constraints. I commend the staffs of the Bank and the Fund for their relentless efforts to assist
eligible countries with this endeavor.

Concerns which have recently resurfaced about the slow pace of implementation of the HIPC
Initiative do not seem entirely justified to me. The framework which we endorsed last September
provides for substantial flexibility in order to accelerate the access to debt relief. During the
initial phase, countries will be in a position to qualify on the basis of an interim-PRSP rather
than a full-fledged strategy paper; they will already receive substantial debt service relief before
the final reduction of their debt stocks; and the notion of floating completion point allows
countries to reach this final stage faster, depending on their progress with key structural reforms.

I encourage the Bank and Fund managements to continue to apply these provisions with
sufficient flexibility without, however, compromising on the quality of the poverty reduction
strategies which should underpin sustainable debt relief operations. Indeed, we would expose our
Institutions to more valid criticisms if we were to rush them into irreversible debt relief
operations for countries, which do not have a poverty reduction strategy in place which is
strongly backed by their political leaders and broadly shared by their populations.
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Let me finally add that the credibility of the enhanced HIPC Initiative would also be at stake if at
some point the Bank had to curtail its normal lending operations to the low-income countries,
because IDA debt relief operations are insufficiently funded from bilateral donor contributions.
To alleviate such concerns it remains essential that the substantial contributions pledged by the
European Union are soon matched by similar contributions from the other large creditor
countries.


