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The world economy has reached a turning point on the eve of the new
millennium, with the financial crisis fading away and the Asian crisis-hit countries
starting a turnaround.  International financial markets are getting stabilized.  The United
States and European countries have maintained the momentum of growth.  With the
amelioration of the overall situation, it is time for the multilateral development
institutions to shift their focus from emergency assistance to lessons-learning,
consolidation of world economy and long-term development agenda.  The present
Development Committee agenda highlights some of the long-term issues concerning
developing countries, on which I would like to give my comments:

1. International Financial Architecture and Developing Countries’ Participation

The discussion on international financial architecture cannot be disassociated
with the context of developing countries’ position in the economic globalization.  The
developing countries’ participation in globalization is determined by the fair share of
benefits and opportunities to them.  Developing countries’ participation in globalization
involves two dimensions, that is, the need and the role.  First, developing countries need
to adapt to global economy through structural adjustment and institutional development;
second, they should be allowed to play an active role in formulating the rule of game for
the global economic activities to safeguard their interests and opportunities in the
globalized economic system.  We call for a better balance between the two dimensions.

We welcome the efforts made so far in reforming the international financial
architecture. Nevertheless, such efforts ought to be multi-dimensional.  The thrust of the
reforms is to solve the substantive issues of the international financial architecture, i.e.,
international monetary system and management of international capital flow.  Such
reforms should not be limited to the establishment of international standards and codes
of conduct within the context of macro and structural policy adjustment.  Developing
countries should have their opportunities to fully participate in the discussions for this
purpose.

2. Social and Institutional Structure

Social policy, governance, and institutional building are undoubtedly essential to
development and crisis prevention.  However, the depth and broadness of these themes
extend far beyond economic development and crisis control.  It is worth exploring
approaches to the way the  World Bank should play its role in these areas within the
economic context.
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In playing such a role, the World Bank is encouraged to practice along the
following lines.  Firstly, to put more emphasis on experience dissemination without
imposing a straight-jacket of any model in its support to institutional building in
developing countries based on their own specific situations. The social and institutional
development in each and every country is subject to the particular stage of its economic
development, as well as values, culture and tradition.  Therefore, no standardized social
and structural model will work.  The experience of developed countries in terms of
social and institutional evolution can be of important relevance to developing countries.
However, they should not be regarded as an international standard that can be
universally applied to all developing countries.  To judge whether a given country is
successful or otherwise in its social policies and institutions, the conclusion should be
based on their effectiveness in the specific context of that country rather than their
identity with any possible counterparts in developed countries.  But they should not be
regarded as a universally applicable standard to be imposed upon the developing
countries.  To judge a country’s success or failure in social policies and institutions, one
has to see if these policies and institutions are effective in that country’s specific
context, rather than to see whether they follow the suit of practices in developed
countries.

Secondly, to put more emphasis on exploring appropriate processes, rather than
on expediency.  Social and structure progress is a historical process, which took
developed countries a long period of time to reach today’s stage.  Likewise, it cannot be
completed overnight in developing countries.  The multilateral development institutions
should study and disseminate experience and lessons learned from developed countries
in such process, and good practice from developing countries as well.  Thus, the
developing countries may benefit from such efforts in adopting the most suitable
approaches for them and improve social and structure system over time.

Thirdly, to put more emphasis on getting things done rather than mere
deliberations.  Increased concessional resources should be provided to developing
countries to meet their needs in their endeavor to solve social problems.  At present, the
real needs for the developing countries in this respect are financial resource inputs, not a
series of standards.  It is all right to underscore the importance of the social sector
expenditure.  But the ability of the developing countries to do so, to a large extent, is
constrained by their budgetary capacity, which in turn is determined by their economic
development stages.  Even worse, during the crisis period, such budgetary capacity
would be badly eroded.  Therefore, the transfer of financial resources, in particular the
concessional resources lies in the center of the multilateral development institutions’
value added to social area.

International Trade

We endorse the direction of trade liberalization.  On the other hand, we have to
concern ourselves with the fair share of benefits to the developing countries and the
balance of their rights against obligations in the international trade system, as well as
the opportunities expected of trade liberalization.
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Many trade-related issues, which come uppermost in the mind of developing
countries, remain unsolved.  We need to push the implementation of the agreements
concluded in Uruguay Round in a concrete, effective, and balanced way, particularly
those areas related to the interests of developing countries.  The forthcoming new round
of multilateral trade negotiations should take into full account developing countries’
concerns and needs, and work towards a more open and fair multilateral trade system,
thereby contributing to the balanced development of the world economy.

With the World Bank’s long experience in development, we welcome the
Bank’s involvement in the above mentioned issues with the purpose of providing
developing countries with intellectual supporting services in their new round of
multilateral trade negotiations under WTO.  We also encourage the Bank to help
developing countries in risk management during the trade liberalization through well-
targeted services.

We believe that the cooperation among the Bank, the Fund and the WTO must
be preconditioned on their clear division of labor.  Each should perform its respective
duty according to its charter.  The member countries’ legitimate rights and obligations
in these institutions should accord with the respective mandate of these institutions.

4. Poverty Reduction and HIPC

A disturbing fact along with the globalization is that the progress achieved in
poverty reduction after the World War II has reversed since 1990s, due to a series of
international economic political uncertainties.  The gap between developing and
developed countries has further widened.  Developed countries and multilateral
development institutions are obliged to help solve this problem.

Economic growth and equitable income distribution are key to poverty
reduction.  They cannot replace each other, but equally important at both domestic and
international levels.  In this context, we feel that the theory of “redistribution with
growth” advocated by the Bank in the 1970s remains valid today.  While policies and
institutions play an important role in poverty reduction, they are not the substitute for
net resource transfer.  Therefore, the efforts by multilateral development institutions
towards poverty reduction should be focussed on economic growth in developing
countries through resource transfers and the redistribution of production factors in favor
of the poor.  The resource transferred by multilateral institutions is not charity; so they
must be used to support improvement of effective productivity of the poor in
developing countries.  Developed countries have their obligations to increase ODA
aimed at poverty reduction.  The prevailing pessimism in major developed countries
towards ODA is not justified by their currently improved budget status.  We hope that
the situation will be reversed as soon as possible.

Financial resource is the key to the enhanced HIPC initiatives.  The targets for poverty
reduction in HIPC countries need to be commensurate with real resource inflows.
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Unrealistic policy requirements should be avoided.  We hope that major developed
countries would demonstrate their political willingness by promptly putting in place
additional financial resources required for the enhanced HIPC initiatives.

Thank you, Mr. Chairman.


