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1. We meet at a time when the anticipated global economic recovery is much weaker than 
expected and there is deceleration in global output growth, that of 2001 being the second 
sharpest decline in 40 years. World trade has actually shrunk by 0.8% last year. Increase in oil 
prices and uncertainty of major equity markets threaten a still tentative step towards recovery.  
The declining trend in resources transfer to developing countries is a matter of deep concern. 
Private capital flows have fallen back to levels last seen in the early 1990s. The sharp increase 
in spreads on emerging market benchmark bonds are also a cause for serious concern. FDI 
flows to emerging markets have held up reasonably, though concentrated in a handful of 
countries. Declining net transfers from multilaterals obviously concern us.  All these factors 
have made the global environment unjustly inhospitable for developing countries. This 
Committee has the responsibility to address these issues and to respond to the challenges. 
 
2. This is our first meeting after the IDA 13 replenishment.  I am glad that the 
replenishment discussions were conducted in a much more open manner than in the past. 
Fresh commitments of SDR 10 billion along with about SDRr 7 billion of reflows from 
borrowers have contributed to a higher replenishment.  Given the critical role that IDA plays 
in global poverty reduction efforts, we need to substantially increase available IDA resources 
as well a longer term replenishment period (say for five instead of three years) to enhance the 
certainty of resources available to developing countries. 
 
Implementing the Monterrey Consensus 
 
3. We are in complete agreement with the three fundamentals of the Monterrey 
consensus:  adequate resources for financing the Millennium Development Goals (MDGs); 
effective use of resources; and greater market access to developing country exports. However, 
the latest indicators released by the Bank shows that many countries are in the danger of not 
meeting a number of the MDGs.  The World Bank has a pivotal role to play in achieving these 
goals. Adequate resources for reaching the MDGs remains a major concern, despite recent 
announcements of enhanced aid by many major donors. The Bank must lead the efforts to 
mobilize the additional resources required for meeting the MDGs. In this regard, we commend 
the efforts of the Bank in putting together the Education for All fast-track initiative. We look 
forward to similar initiatives for achieving the other MDGs.  Since the Bank will be playing a 
prominent role in the financing of the MDGs, we request that a status report should be 
presented at future meetings of the Development Committee so that progress in achieving the 
MDGs may be monitored by this Committee. 
 
4. HIV/AIDS is a global concern and we are happy that the Bank is taking such a pro-
active role in mobilizing resources to fight it. We endorse the view that this fight is multi-
dimensional, encompassing investments in education, primary health systems and a host of 
complementary activities. At the same time this should not detract from the criticality of other 
primary health interventions – 5,500 children die every day from diseases caused by 
consuming water and food polluted with bacteria. The WHO’s Commission on 
Macroeconomics and Health provides a good basis for enhanced financing for improving 
health outcomes in developing countries. 
 
5. Market barriers erected by developed countries are a major constraint on the ability of 
developing countries to utilize their advantages. The Bank’s analytic work should be directed 
at further advocating dismantling of trade distorting barriers in industrialized countries and 
strengthening the abilities of smaller developing countries to negotiate. It is very important for 
developing countries to understand trade dynamics, build capacity to compete and create 
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necessary institutions and infrastructure to deliver exports efficiently. This is an area where 
World Bank can play a very important and effective role both in identifying the crucial 
constraints and in financing the critical investment needed. 
 
Better Measuring, Monitoring and Managing for Development Results 
 
6. To demonstrate its capacity to utilize development resources effectively, the Bank 
should focus on improved measurement and monitoring capacities. This exercise needs to be 
based on outcomes to take into account specific country circumstances. A crucial ingredient of 
better measuring results must be assessing actual physical outcomes on the ground through 
targets like reduced infant and maternal mortality rates, increased access to clean drinking 
water and reduced incidence of acute respiratory diseases. 
 
Development Effectiveness 
 
7. Effectiveness of development assistance can be ensured only through objective 
allocation of resources by bilateral and multilateral agencies, focusing on regions with the 
maximum poverty.  Non-economic considerations or strategic purposes have no role in the 
process of resource allocation.  As the OED evaluation of IDA funding has shown, 
multilateral development assistance is far more effective in its poverty reducing effects than 
bilateral assistance. We urge development partners to direct the majority of the funds required 
for reaching the Millennium Development Goals through multilateral concessional channels 
like IDA.  
 
8. We welcome the effort to document sectoral case studies for drawing general lessons 
and understanding challenges more realistically. These demonstrate the benefits of 
participatory decision making and community driven development. This process of 
empowerment and capacity building would have to be strengthened to improve 
implementation.   
 
9. Two issues of relevance to developing countries raised by the Monterrey process 
remain largely unaddressed.  First, is the need of developing countries to much greater access 
to stable and longer term sources of capital flows. Second, the need to enhance the ability of 
IBRD to finance MDG related productive investments by restoring its risk-bearing capacity 
through a General Capital Increase. We request the Chairman of the Development Committee 
to list these two issues as subjects for discussion in our next meeting in Spring 2003, with the 
Bank management preparing detailed discussion papers on them.  
 
HIPC-Joint Bank-Fund Report: 
 
10. The HIPC Initiative has been recording progress, albeit slower than expected. The 
delayed delivery or non-delivery of promised debt relief in some HIPCs and the continuing 
unsustainability of debt situation even after full delivery of HIPC relief are particularly 
worrisome. We have, in the past, underlined the need for flexibility in dealing with HIPCs.  
Due allowances have to be made for unforeseen, exogenous factors which have undermined 
sincere efforts of countries.  On the other hand, slippages in performance cannot be ignored or 
overlooked.  On balance, while recognizing the moral hazard of continuing to provide debt 
relief indefinitely, we do agree that there is a case for the extension of the sunset clause by 
another two years. 
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11.  To our mind, a clear linkage between HIPC relief and core poverty reducing social 
expenditure still remains to be established and we would urge the Bank to focus more sharply 
on tracking the impact of HIPC resources on such expenditure.  Debt relief under the HIPC 
Initiative by itself, will not take HIPC countries very far in meeting the financing need to 
achieve the MDGs. The bulk of resources required for this purpose will have to be fresh ODA 
flows. 
 
12. The success of the Initiative, in a large measure, depends on participation by all 
creditors, both multilateral and bilateral.  In our statement to the Development Committee in 
April this year, we had conveyed India’s decision to participate in the Initiative and cancel all 
bilateral debt owed to us by HIPCs. We are also committed to facilitating dialogue between 
commercial creditors based in India and the HIPC countries. 
 
Joint IMF/World Bank Progress Report on PRSPs  

 
13. PRSPs can play a useful role in providing a policy framework for pursuing poverty 
reduction measures and related investments. The progress made in anchoring the PRSP 
process in low income countries is welcome. PRSPs should be better integrated with existing 
planning and budgetary processes of countries. PRSPs cannot function as “islands of 
excellence” within weak institutions and processes. The PRSP exercises underway must focus 
on building capacity and strengthening existing processes and systems in key areas like 
poverty diagnostics, statistical systems, public expenditure management and poverty and 
social impact assessments both at the national and sub -national levels. We also need to 
assiduously guard against an excessive focus on macro-conditionalities and short-term 
adjustment clouding our longer term vision for development and poverty reduction.  

 
14. There is no “one way” to promoting growth and reducing poverty. PRSPs need to 
recognize this by explicitly analyzing and actively exploring alternative macroeconomic 
scenarios and policies. Both the Bank and Fund need to work on identifying the elements of a 
“pro-poor” growth strategy. The IMF study cited in the Banks’ The Role and Effectiveness of 
Development Assistance defines “pro-poor” spending as aggregate budgetary expenditure in 
the education and health sectors. This is clearly an over-simplification.  

 
15. Finally, we would expect the Bank to take a lead in ensuring that countries with PRSPs 
assessed to be under proper implementation should receive adequate financing for the critical 
poverty reducing investments identified in the PRSP. Development partners will need to come 
up with higher levels of assistance for the full financing of PRSPs. The high level of 
expectation that the PRSP process has raised, demands that the development community as a 
whole ensures that the PRSPs do not suffer for lack of adequate resources for investment.  
 
 
Anti-Money Laundering And Combating Financing Of Terrorism: 
 
16. We strongly support the Fund -Bank initiative to curb the menace of money-laundering 
and combating the financing of terror.  India’s fight against terrorism is almost two decades 
old.  That is why we are happy at the progress made in accordance with the mandate given by 
the IMFC and the Development Committee in November last year.  We particularly welcome 
the emphasis on technical assistance and capacity-building.  
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17. Keeping in view the respective mandates of the Bank and the Fund, we reiterate our 
strong support for the use of ROSCs, other diagnostic tools like OFC assessments, FSAPs and 
particularly, Fund Article IV voluntary questionnaires, to help member-countries identify and 
address the weaknesses in their financial systems.  We hope to see that the comprehensive 
methodology which has been developed the Fund -Bank in close cooperation with specialized 
international bodies will be finalized and the pilot program of assessments will commence 
soon. 
 
Harmonization of Operational Policies, Procedures and Practices 
 
18. We expect the Bank, other multilateral development organizations and bilateral aid 
agencies to accelerate efforts at harmonization of policies, procedures and practices. We need 
to identify specific areas and to try to harmonize the approach in these areas.  In view of the 
complexity of the task and because of the multiplicities of governments and organizations 
involved and the range of issues that this exercise is seeking to cover, there is a real danger 
that instead of harmonizing and simplifying, we may end up making the system less flexible. 
We would, therefore, suggest that a more modest approach should be adopted, with certain 
basic exercises like evolution of common reporting systems, a common set of guidelines and 
forms of bidding requirements, common satisfaction of preconditions necessary for obtaining 
development ass istance be finalized immediately. At a later stage a common environmental 
and social safeguards could also be worked on.  The ultimate objective of the harmonization 
exercise must be a visible lowering of costs of doing business with development partners like 
the Bank.  
 


