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DEVELOPMENT COMMITTEE: MANAGING DIRECTOR’S WRITTEN 
STATEMENT 

1. These extraordinary meetings of the Development Committee (DC) and the 
International Monetary  and Financial Committee (IMFC) are taking place at a time of 
heightened economic uncertainty around the world. They are a crucial element of the 
response to new risks and challenges for the global economy, in the wake of the terrorist 
attacks of September 11. Our discussions should demonstrate that the entire international 
community stands together in working to bring about economic recovery, safeguard the 
stability and integrity of the international financial system, and maintain the momentum of 
the fight against world poverty. 

The Global Outlook  

2. Even before the attacks on September 11, economic activity was weakening 
throughout the world. The advanced economies faced declines in equity values, industrial 
production, and business and consumer confidence. Developing and emerging markets in 
turn were experiencing weak external demand, low commodity prices, and growing risk 
aversion in international financial markets. In the aftermath of the attacks, the situation 
facing emerging markets and developing countries will clearly be even more difficult. 
Fortunately, many countries entered this period with low inflation and relatively strong fiscal 
and balance of payments positions, which left them with greater room to maneuver, and in 
many cases policy responses have already taken place or are underway to deal with the 
economic downturn. The resilience of many emerging markets to shocks has been improved 
in recent years by the adoption of flexible exchange rate regimes, stronger reserve positions, 
and more limited short-term obligations, as well as reforms of the international financial 
system. Moreover, for most countries the recent decline in oil prices has helped to support 
economic activity and reduce external financing requirements. As a result, we continue to 
expect that there will be a recovery during the coming year. However, there is also the 
possibility of a worse outcome, involving still lower growth and increased financing 
requirements for many countries. 

The IMF’s Response 

3. As I noted in my statement of October 5, these challenges and risks must be met with 
a coordinated response by the entire international community. Economic policies in the 
advanced countries have a crucial role in supporting an early return to sustainable growth and 
financial strength; emerging market and developing countries need to pursue growth-oriented 
policies, while recognizing that there will be little market tolerance for weak fundamentals; 
and the IMF, World Bank, and other international organizations must be proactive in 
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providing their members with policy advice and financial assistance.1 We have been working 
closely with the regional development banks to coordinate our response to the unfolding 
needs of member countries, and the heads of the international institutions recently sent a 
letter to the DC and the IMFC describing these activities.2 As an important element of the 
comprehensive response to recent events, the IMF and the World Bank are intensifying their 
contributions to the international effort to combat money laundering and the financing of 
terrorism.  

4. For its part, the IMF is monitoring the situation closely, and is in touch with the 
authorities in the advanced economies; with emerging markets facing reduced external 
demand and constrained capital market access; with countries in the Caribbean and elsewhere 
coping with falling tourism and workers’ remittances; with low-income and other developing 
countries affected by weak commodity prices; and with “front-line” countries affected more 
directly by the conflict in Afghanistan. Based on an initial, comprehensive assessment, I can 
confirm that the institution’s financial instruments and liquidity position are adequate to 
enable it to respond to the potential needs of its membership, even in the event of a deeper or 
more protracted downturn in global economic activity; but we are keeping these under 
careful review, in case further adaptation is warranted by future developments. 

5. The joint note that Jim Wolfensohn and I sent to the DC and the IMFC provides our 
common assessment of potential effects on low-income countries and possible policy 
responses.3 The IMF stands ready to provide additional support to low-income countries 
through the PRGF, in support of sound poverty reduction and growth strategies. Our staff is 
in close contact with country authorities to discuss the potential scope and modalities for any 
additional IMF support, and will have carried out in-country reviews with about 40 low-
income members before year-end. The likelihood that there will be a sharp increase in Fund 
lending to low-income countries—to perhaps $1.5-2.0 billion next year—does underscore the 
importance of completing ongoing discussions with our members, to increase PRGF loan 
resources. I therefore welcome Japan’s recent decision to contribute $1.0 billion to the 
PRGF’s loan resources, which will assure that the IMF will have the minimum amount 
necessary to support the PRGF through 2005. In addition, the Bank and the IMF have 

                                                 
1 See the Statement of the Managing Director on the Situation of the World Economy and the 
Fund Response (News Brief No. 01/98, 10/05/01) for a description of the IMF’s response—
policies and financing. 

2 See joint letter of the Heads of the IMF, World Bank, AfDB, AsDB, EBRD, and IADB to 
the members of the Development Committee and of the IMFC, of October 5, 2001 
(FO/DIS/01/126, 10/16/01). 

3 See Joint Statement by the Managing Director of the IMF and President of the World Bank 
to the IMFC—Supporting  Low-Income Countries in Light of the Changes in the World 
Economic Situation, forthcoming 2001. 
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recently adopted procedures for revisiting the amount of debt relief under the enhanced HIPC 
Initiative, and we intend to apply these in cases where debt sustainability has been 
compromised by exogenous developments. 

A Broader International Response 

6.  A number of other international initiatives are underway to respond to the risks and 
uncertainties in the global economy and help meet the needs of developing countries. As 
expressed in my November 8 joint statement with Jim Wolfensohn, our hope is that by the 
time of our meetings in Ottawa, the WTO Ministerial in Doha, Qatar, will have made a 
decisive start on the launching of a new multilateral trade round—one which gives special 
weight to the needs and concerns of developing countries, including improved access to 
developed country markets.4 We are also working with others to provide technical assistance 
to help developing countries improve their capacity to trade and participate more effectively 
in the WTO, including in multilateral negotiations.  

7. The DC will also be seeking to maximize the contribution of the United Nations 
Conference on Financing for Development (FfD) to the fight against world poverty. The 
conference, scheduled for March 2002, offers an opportunity to cement and accelerate the 
international effort to work to achieve the Millennium Development Goals.5 In particular, the 
FfD process can help by achieving consensus on the crucial role of domestic policies and 
governance in the fight against world poverty; promoting an effective division of labor 
among country authorities, international organizations, and the private sector and civil 
society in supporting the efforts of developing countries; and in particular, by providing an 
impetus for the mobilization of more adequate level of ODA resources.  

Looking Ahead 

8.  Since this Committee last met, there has been further progress in implementing the 
country-driven PRSP approach, with encouraging early results. Together with the World 
Bank, the IMF is engaged in a comprehensive review of the PRSP process, drawing on input 
from low-income countries themselves, other international organizations, donors, and civil 
society organizations. We will report the early experience with the findings of the review and 
put forward proposals for strengthening the approach, with a view to improving its 
development impact, at the 2002 Spring Meetings of the DC and IMFC. Using the PRSP 
approach as a basis for concessional assistance is consistent with an overall framework based 
on mutual accountability, of action by the poor countries themselves and stepped up support 
by the international community. With this in mind, I would like to welcome the New 
                                                 
4 See IMF and World Bank Heads Call for a New Round of Multilateral Trade Negotiations 
at Doha, Qatar (News Brief No. 01/111, 11/08/01). 

5 See paper  prepared for the Development Committee Financing for Development (DC2001-
0024, 9/18/01) and Financing for Development—Update Note (DC2001-0024/1,11/5/01). 
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Partnership for Africa Development (NPAD) recently launched by Africa’s leaders, which 
emphasizes the role of African ownership, leadership, good governance, and accountability 
for planning and implementing reforms. The IMF will continue assisting the participating 
countries in many aspects of policy advice and capacity building that are important elements 
of this initiative.  

9. On each of these topics, I look forward to additional guidance from the Ministers on 
how we can best work together to achieve our common objective—a significant and lasting 
reduction in world poverty. 
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