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I. World Bank Group's Support for Middle-Income Countries

The Bank has recently formulated a strategy for its assistance to middle-income
countries. However, the Bank's classification of middle-income countries under the
strategy does not fully reflect the broad spectrum of economic differences in this group.
The per capita GDP of many of these countries defined as middle-income, which are the
homes of about eighty percent of the world's poor people, is still very low. Countries of
this group are facing daunting challenges in poverty reduction and economic
development and they need continued support from international development agencies,
including the World Bank. Therefore, we urge the Bank to take into full consideration of
individual countries' circumstances and their specific needs when formulating and
implementing its operational policies. Only by so doing, can the Bank improve its
effectiveness in development assistance.

It is essential to integrate Bank's assistance strategies with those of developing
countries. The Bank's policy diagnosis should be conducted in consultation with
developing countries, fully respecting country ownership. The diagnosis should also be
consistent with Bank's mandates, and relevant laws and regulations of client countries.

Both investment and adjustment loans are important lending instruments of the Bank
and borrowers should be given more freedom to choose different loan products in
accordance with their needs. We welcome the Bank's study on reducing the cost of doing
business. At the same time, we urge the Bank to take concrete actions as early as possible
to trim down its excessive policy requirements on lending operations, so as to lower cost,
enhance effectiveness, and reverse the current trend of decline in lending volume.

II. World Bank and IMF's Support for Low Income Countries

1.  Poverty Reduction Strategy Paper(PRSP) and Heavily Indebted Poor
     Countries(HIPC)

We appreciate the efforts made by the Bank and Fund in helping HIPC countries with
their debt relief. We are pleased to note that 22 countries have reached their decision
points. We hope the two institutions will make further efforts to simplify conditionalities
and allow more flexibility so that these countries will more readily benefit from the
Enhanced Initiative. In the meantime, it is also our hope that the review process for the
rest of the HIPC countries will be accelerated to achieve an early start of debt relief for
them.

We also appreciate the work of the Bank and Fund to speed up PRSP preparations
over the past 6 months. It is our belief that countries should have "ownership" both in the
formulation and implementation of PRSP. The Bank and Fund as well as other bilateral
and multilateral aid agencies should provide training and technical assistance to
strengthen those countries' institutional and managerial capacity, which is essential to
sustainable poverty reduction and development.
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We support the combination of debt relief with poverty reduction. However, this
should not lead to more conditionalities but help ensure sustainable development and debt
reduction, and create an enabling external environment for HIPC countries. In the
meantime, we call upon developed countries, in addition to their efforts for debt relief, to
provide additional ODA to HIPC countries for poverty reduction. Major developed
countries should increase their ODA to 0.7 percent of GNP, a long-standing target set
forth by the United Nations.

2. Assistance to Post-Conflict Countries

We support the two institutions in their efforts to continue providing reconstruction
assistance to post-conflict countries in accordance with their respective mandates as well
as the UN Charter and related resolutions. We also support the proposal regarding the
adoption of a case by case approach to address the issues related to arrears of those
countries. However, it is necessary to set up explicit criteria so that every qualified
country can get equal treatment in the process of clearing the arrears.

The Bank and Fund should have a clear division of labor in providing assistance to
the post-conflict countries. We believe that the Fund can help post-conflict countries with
their macro-economic rehabilitation through technical assistance and policy advice, while
the Bank should focus on capacity building and infrastructure reconstruction to restore
those countries back to economic growth as quickly as possible.

III. Trade and Development

We appreciate the World Bank's efforts in preparing the paper on leveraging trade for
development for this Committee. Developing countries have for long not been
successfully integrated into the world trading system. Apart from their own economic
capability and conditions, the primary reason for this failure is that they have not been
placed in an equal footing as their developed trade partners under the current trade
system. The Bank's recent research and findings on trade have proved that protectionism
in developed countries remains to be the major market barrier to exports from developing
countries.

Developing countries have been accelerating their pace of reforms on trade regime
and policies. Needless to say, these countries are facing formidable challenges. We urge
developed countries to fulfill their obligations specified in the Uruguay Round
Agreement, eliminate all kinds of trade protections as soon as possible, and further open
their markets to developing countries, so as to promote development and achieve
common prosperity.

We support multilateral development institutions, including the World Bank, for their
involvement in helping developing countries with their research on how to secure equal
opportunities and benefits from the trade liberalization. We also support Bank in its
efforts to help strengthen developing countries' capacity in this area. At the same time, we
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hope that developed countries would take a close look at the findings and adopt
suggestions from those studies of the Bank and other multilateral institutions on market
access to promote further opening of their domestic markets.

IV. Global Public Goods

We believe that the Bank should play its proper role in global public goods. We are
pleased to note the progress the Bank has made in the following five priority areas:
communicable disease, financial stability, trade integration, environmental commons and
knowledge revolution. Given the fact that there is no consensus on the definition of the
global public goods, we would like to reiterate that the Bank should carry out its work in
accordance with its Articles of Agreement and comparative advantage and only in the
areas endorsed by its member countries.

V.  Harmonization of Operational Policies with Other Development Agencies

 We can give our support to the efforts of the Bank and other development agencies in
harmonizing operational policies. However, we are of the view that the Bank should
refrain from imposing its policies and standards on other agencies. It should first address
its own issues of overly complicated operational procedures, excessive policy
requirements and high cost of doing business.

The Bank should fully respect the institutional characteristics of other development
agencies and ownership of their own operational policies, and harmonize operational
policies with these agencies on the basis of enhancing effectiveness, improving lending
quality and reducing cost. Meanwhile, the Bank should also learn from other
development agencies of their good experience.

VI. Enhancing Contributions to Combating Money Laundering

The Chinese government has been consistently supporting the efforts in combating
money laundering and other financial abuses. However, we believe the Bank and Fund
should participate in activities to strengthen international financial system in accordance with
their respective Charters. The two institutions, especially the Bank, have neither the
comparative advantage nor the mandate in combating money laundering.  We would like to
stress that given the inadequate participation of international community, particularly
developing countries, in the formulation of FATF 40 Recommendations, it is premature to
recognize the FATF 40 Recommendations as binding international standards and codes in
anti-money laundering.


