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We meet today at a time when we see clear signs of improved prospects for 
the global economy and have reason to expect that an emerging spirit of stronger 
international cooperation will provide a new momentum for a meaningful 
reduction in poverty in the years ahead.   

 
The indicators already point to a recovery in some leading industrial 

countries and more stable financial markets, as well as an improvement in the 
external environment for developing countries.  Another cause for optimism is that 
the historic conference in Monterrey has helped towards building a sound basis for 
partnership between developed and developing countries for the achievement of 
the Millennium Development Goals.  There are, however, substantial uncertainties 
and risks with which policy makers and our two institutions have to cope, and 
many important issues to address.   

 
Uncertainties in our region have substantially intensified in the past few 

weeks putting at risk the prospects of better economic and social performance of 
many economies in the region and beyond.  This has followed the invasion of 
Palestinian territories and the devastation that has been inflicted on the people as 
well as the the destruction of towns and infrastructure which the international 
community, including the Bank and Fund, has utilized substantial resources in the 
past several years. 

 
I wholeheartedly endorse the statement of developing country Ministers of 

the Group of Twenty Four on this issue, and urge our two institutions and the 
international community as a whole to do the utmost to help in alleviating the 
extreme hardship of the Palestinian people and reconstruct their ravaged economy.   

 
On a broader scale, the international community has now the opportunity for 

a fresh start on global partnership along the lines charted at Monterrey. We shall be 
discussing the key issues of development effectiveness and education, and I have 
the following comments on items under the second part of our agenda: 
 
HIPC Progress Report 
 
 I welcome the progress that has been achieved so far in the implementation 
of the HIPC initiative, with 26 countries benefiting from $25 billion in debt relief 
commitments that is expected to lead to substantial reduction in debt service and 
debt stock.  This would allow these countries to allocate more resources for 
reducing poverty, the real objective behind the debt relief. It is heartening to note 
that, in the coming years 2002-5 these countries are expected to spend on social 
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services three times what they plan to spend on debt service, with a substantial rise 
in the share of social spending in government expenditures and GDP.   
 
 As indicated in the Report, however, many challenges still remain. Fewer 
countries than expected have reached their completion point, and many indebted 
countries, especially those conflict-affected, have not been considered.  The 
slowdown in the global economy and the decline in commodity prices have led to 
the deterioration of the external debt indicators and have clouded the debt 
sustainability prospects of many indebted countries.  More attention is also needed 
to improve the debt management capacity of indebted countries, in order to avoid 
there falling deeper into indebtedness.  Commendable efforts have been made by 
creditor countries and development institutions to provide a large part of the 
needed resources, though it is difficult to assess the additionality of such flows as 
stipulated by the HIPC Initiative.  
 
 The developing country donor institutions in our region continue to 
participate in the Initiative to the extent that would not impair their financial 
integrity or impede their ability, especially in view of their small size and limited 
means, to continue extending development assistance to other poor client 
countries.  The documentation reports an encouraging level of debt relief and the 
efforts are continuing in cooperation with the Bank and the IMF. 
 
Second Progress Report on Harmonization 
 
 The Report has shown welcome progress in the past six months on the 
harmonization of donors’ operational policies, procedures and practices.  Work is 
on track on the first and second stages of the plan, focusing on information 
gathering and development practices.  A move towards the adoption of principles 
and country implementation is planned in the coming year.  We hope that these 
efforts will start to make a difference in achieving the plan’s objectives of reducing 
the administrative costs and complexities of aid for recipients, and of lowering the 
transactions costs of lending operations. 
 
 As we have previously underscored and as our Committee has clearly stated, 
all development partners should be encouraged to rely increasingly on borrower 
governments’ own planning and budgetary processes, while maintaining 
appropriate standards and helping to strengthening recipients’ systems and 
processes.  This requires development of local capacity that will eventually ensure 
improved management of donor finances by borrowers, but also the borrower’s 
entire budgetary and planning processes.  This will obviously require additional 
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resources, both human and financial, regarding which the Bank and other 
institutions should stand ready to provide assistance. 
 
 We commend the attention given to involving the recipient countries in the 
harmonization process, and it is encouraging to note that 15 developing countries 
have been participating in this exercise. We strongly urge that this involvement 
should be widely extended to cover the various aspects of the harmonization 
process, and that harmonization activity should embrace all development country 
regions.  In this connection, and as mentioned in previous reports, regional and 
bilateral institutions in our Middle East and North Africa region have already 
endeavored to develop realistic, voluntary approaches to harmonization, and more 
efforts should be made to involve them as well as other developing country 
institutions. 
 
Progress Report on Anti-Money Laundering and Combating the Financing of 
Terrorism (AML/CFT) 
 
 I am pleased to note that the Bank and the Fund have been developing and 
implementing detailed actions plans in respect of AML\CFT, and that numerous 
actions have been undertaken in recent months in close cooperation with other 
institutions.  The two institutions can certainly extend more help to developing 
country clients to develop the robust financial systems and the legal and regulatory 
frameworks required to undertake the AML\CFT tasks.  We expect that the 
necessary resources for this assistance will be available. 
 
 As so many of us have often urged, the Bank and the fund should remain 
within their respective mandates and comparative advantages, especially in view of 
the complexity of the tasks involved and the risks of getting involved in such fields 
as law enforcement that should be left for the competent bodies. Actions, which 
serve to promote ownership and commitment by clients, are of critical importance 
in generating the rigorous, concerted action across the international community 
that is required for success. 
 
 The Bank and the Fund have been conducting a study of the informal funds 
transfer systems, including the Hawalah system. The latter has raised questions. 
The study has benefited from on site reviews of six countries, which I understand 
have revealed that this system is largely driven by legitimate remittance activity of 
the poorer sections of the expatriate communities. However, as with any other 
funds transfer system, it is important to recognize that it can be open to abuse and, 
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therefore, needs to be taken into account in framing measures to prevent and 
combat money laundering and terrorism financing. 
 

Finally, I would like to draw attention to the fact that regulated Islamic 
financial institutions are genuine profit-seeking businesses and are not part of any 
political movement. In the Kingdom of Bahrain, which is a leading international 
Islamic financial center, as well as elsewhere, such institutions are subject to the 
same criminal law and to the same or equivalent central bank and other financial 
regulations as apply to their conventional counterparts. 
 
 We welcome the continued support of the Bank and the IMF in embedding 
updated international best practice in the regulation of both conventional and 
Islamic financial institutions throughout the world, and we appreciate the 
familiarity of the Bank and the Fund with the technical aspects of Islamic finance 
and with the structure of Islamic financial institutions, which are members of the 
global financial community. We also applaud the continuing interest, 
encouragement and cooperation shown towards the regulatory developments being 
undertaken by the Muslim countries themselves in developing further the Islamic 
financial institutions and the Islamic financial capital markets; and, lastly, we 
strongly encourage continuation of the process of mainstreaming Islamic finance in 
the context of the ongoing development of the new international financial 
architecture 


