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Global Economy 
 
1. The pace of global economic growth remained strong during 2006 and exceeded initial 
estimates. Growth was broad-based, spread across the spectrum of both developed and 
developing countries. Among the emerging markets, China and India continued to contribute 
substantially to the growth momentum. The fall in oil prices from their peak levels, moderation 
in overall inflation in a number of countries and stable financial market conditions contributed to 
this robust performance. While the latest World Economic Outlook (WEO) projects the global 
growth to moderate during 2007 again giving weight to downside risks, the growth momentum 
may continue.  
 
2. However, the threat of risks lingers and need to be addressed through national policy 
responses and coordinated effort at the international level. The benign financial conditions that 
underpinned global growth may change as evident from the recent bouts of volatility in the 
financial markets. The reduction in risk appetite and unwinding of leveraged positions in major 
financial markets could adversely affect capital flows to emerging markets. The risks in the US 
housing market have already begun to unfold. It is not clear at this stage as to how strong would 
be its impact on US consumption demand and consequently its spill-over effects, particularly on 
developing countries. A faster than anticipated slowdown of the global economy could have an 
adverse impact on the major commodity exporters, particularly in sub-Saharan Africa. While 
risks remain, the present favorable global economic conditions provide an opportunity to 
developing countries to further strengthen their policy frameworks, so as to effectively address 
the many challenges for achieving the Millennium Development Goals (MDGs). 
 
Global Monitoring Report 
 
3. We are happy to note a strong overall per capita GDP growth of 5.8 percent in 
developing countries in 2006 mainly supported by high growth rates in East Asia and South Asia 
Regions.  However, we are concerned about sub Saharan Africa where despite growth, inequality 
has actually increased and absolute number of poor has remained static. We believe that for 
sustainable poverty reduction, both the pace and pattern of growth, are critical; and growth 
should be inclusive and encompass the sectors and the regions where poor are present. 
 
4. We are anxious because in a business as usual scenario, the critical targets of the 
Millennium Development Goals (MDGs) are unlikely to be attained by most of the developing 
countries by 2015.The ultimate responsibility of achieving the MDGs rests with the developing 
countries themselves through strengthening policies and institutions; implementing programs in a 
better manner; putting in place prudent fiscal and monetary measures; using the aid effectively; 
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and creating a business climate conducive for investment. Nonetheless, role of the donors in 
enhancing the volume, quality & predictability of aid; and harmonization, is equally important. 
Donors’ action, especially the large ones, appears to be lagging their commitments of 0.7 per 
cent of gross national income as ODA. 
 
5. We note the decline in 2006 ODA with concern.  The promise to double the aid to Africa 
remains unfulfilled and overall aid to Africa in fact has declined in real terms last year.  The 
reasons for donor’s preference for extending concessional aid to poor countries through windows 
other than multilateral institutions like IDA and declining share of IDA as a percent of ODA 
should be examined and corrected as it may have serious implications on effectiveness of 
multilateral institutions. 
 
Accelerating development outcomes in Africa – progress and change in the Africa Action 
Plan (AAP) 
 
6. Implementation of the AAP over the last eighteen months has been broadly satisfactory 
and we commend the Bank for its efforts. However, with poverty still hovering around the 1990 
levels of 45 per cent, it is evident that there is a long road ahead. In this context we welcome the 
intention to have better focus in the Africa Action Plan through identification of eight flagships 
and three cross-cutting themes. The focus on roads, safe water & sanitation and energy as 
separate flagships is timely and appropriate. Regarding the issue of selectivity, the 
implementation should be based on an objective and transparent criteria. Moreover, while 
countries with greater potential may be given greater attention, care has to be exercised to extend 
assistance to other equally-needy and the not so strong, as the global target of achieving the 
MDGs cannot be reached without including them. The Bank must also be careful of not being 
too prescriptive in an effort to achieve results. The Bank’s activities should firmly reflect a 
country’s priorities as captured in its national plan and strategy to ensure sustainable 
development. 
 
7. Sub-Saharan African countries continue to display encouraging economic trends. 
Seventeen countries in the region grew at 4% per annum or more in the last ten years and in 2005 
and 2006 growth in the entire region averaged 5%. The international community needs to 
support this positive momentum so as to push up the growth to levels that can reduce poverty. In 
this context, the observation in the agenda papers that “a typical, well-performing African 
country has seen little or no increase in the resources available to support development projects 
and programs” raises serious concern. In this context, while we welcome the debt relief provided 
under HIPC and MDRI, it would be vital that these countries receive fresh and additional 
financing as committed by the international community. This would be a reaffirmation of the 
principle of mutual accountability adopted in Monterrey. 
 
Gender 
 
8. We are happy to note the focus of this year’s GMR which includes gender issues.  We 
agree with the analysis of the Report regarding the need for equal access in the areas related to 
rights, resources and voice.  The positive externalities of gender equality on poverty incidence, 
economic growth and children’s well-being are well recognized.  We agree with the 
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recommendations to strengthen the official MDG 3 indicators.  The importance of the informal 
sector in self-employment for women, especially in developing countries, needs to be 
recognized.  We look forward to the GMR continuing to monitor the progress in gender equality 
in the coming years 
 
Fragile states 
 
9. We welcome the focus on fragile states in the GMR as a cross-cutting topic. The 
international financial institutions (IFIs) should engage effectively with the fragile states to 
ameliorate the hardships faced by the citizens and also to prevent possible negative regional 
repercussions. As highlighted by the GMR, extreme poverty is still on an upward trend in fragile 
states and the challenges they face are daunting indeed. However, the success stories of 
Mozambique, Vietnam and Uganda, which have graduated out of fragile status, are encouraging. 
The lessons documented from such success needs to be disseminated to key stakeholders for 
replication in others. 
 
10. We commend the Bank’s recent initiatives to align resources, staffing policies and 
incentives towards a stronger response to fragile states. However, successful and sustainable 
interventions would require effective coordination and harmonization among all IFIs, the UN 
and bilateral agencies keeping in view their respective mandate and comparative advantage. 
Recognizing that institutional capacity is usually weak, the coordinated interventions must avoid 
overloading or undermining the governmental systems. We feel that through close dialogue and 
predictable financing, the fledgling governmental systems should be nurtured in these States. 
 
Voice 
 
11. We welcome the preparation of the paper on Voice and Representation.  We are firmly of 
the opinion that keeping in view the Bank’s evolving mandate and the need to maintain its 
legitimacy in the eyes of its stake-holders, the governance structures of the World Bank Group 
need to be reformed.  While necessary steps have been initiated by the Fund in this regard, the 
progress is halting and we must speed it up to adhere to the time-lines set out in the Singapore 
Meetings in 2006. We would like to remind ourselves of the Monterrey Consensus for increasing 
the voice and participation in the Bretton Woods Institutions of all the developing countries.  The 
vote shares pattern should reflect the relative economic position of the countries in the present 
world economy today and the representation of low-income countries should be protected. There 
should not be any ad hoc decision; we are in favour of a comprehensive reform.   We look 
forward to the Bank continuing its analytical work on the various structural options in order to 
develop a comprehensive phased programme with clear time-tables. 
 
Governance & Anti Corruption 
 
12. We are happy to know that the Executive Directors of the World Bank have endorsed the 
World Bank Group Engagement on Governance and Anticorruption. We feel that the revised 
strategy, after extensive consultations with stakeholders in member countries, is a significant 
improvement from what was presented to the Development Committee at Singapore in 
September 2006.  We note that in the guidelines listed as Preamble to the Strategy, there is 
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reaffirmation that the Bank’s primary mandate continues to be poverty reduction; that a 
country’s government remains the principal counterpart for the World Bank Group; that the 
Bank will remain engaged in all country circumstances; that the World Bank Group will strive to 
strengthen, rather than bypass, country systems; and that the World Bank Group will not act in 
isolation.   
 
13. We look forward to the incorporation of these guidelines, both in letter and in spirit, in 
the Implementation Plan that is being prepared by the World Bank.  We hope that the 
development of disaggregated, objective and actionable indicators would be taken up speedily to 
ensure that the strategy can be implemented on a sound, fair and transparent basis.  We also 
encourage the Bank to continue its engagement in dealing with all aspects of corruption 
including the role of the private sector and also in strengthening its efforts towards the restitution 
of assets.  Keeping in view the potential far-reaching consequences of the Strategy, the 
management must provide an update on a regular basis to the Bank Board on the implementation 
of the Strategy and review the implementation in a year’s time to draw the best practices and 
learnings in this regard. 
 
Aid Architecture 
 
14. We are happy to note that after a protracted decline during the 1990s, funding for ODA 
has been growing steadily over the last decade.  However, there are a few concerns regarding the 
composition of ODA in that funding for core development programs has not seen corresponding 
growth. Also, total ODA has actually declined in 2006 both in nominal terms and as percentage 
of GNI of the donor countries. Associated with this are the increasing transaction costs for ODA 
for both recipients and the donors due to a proliferation of bilateral and multilateral agencies 
which often fragments assistance to recipient countries.  IDA has played a critical role in 
assisting key sector programmes in several low-income countries and we would like the pre-
eminent role of IDA to remain firmly established in the aid architecture. Now that discussions for 
the replenishment of IDA – 15 have started, we urge all donors to maintain historical average 
growth in their contributions in real terms to at least the same level as the last cycle.  
 
15. We would also urge the World Bank to increase use of country systems, help increase the 
ODA funding flows into infrastructure for development and better align ODA with countries’ 
development priorities.  we feel the key principles of the Paris Declaration on Aid Effectiveness 
namely ownership, alignment, harmonization, managing for results and mutual accountability 
could help provide the directions for an effective aid architecture in the future. 
 
Fiscal Policy  
 
16. We welcome the Bank’s further analysis on “Fiscal Policy for Growth & Development” 
which builds over its last report and is based on lessons from country case studies. We agree that 
fiscal policy should be designed taking into account country specific circumstances, nature of 
political economy and stage of economic development. We see complementarity between 
stabilization and growth objectives, not competition or trade off. While quality, composition and 
efficiency of public expenditure are essential for growth, a fuller analysis of fiscal space would 
require a better understanding of  the relationship matrix between different types of public 



 

 5

spending (productive/ un-productive), source of financing (distortionary/ non-distortionary taxes, 
aid or debt), debt/GDP and fiscal deficit  /surplus etc.  
 
17. We believe that while prudent fiscal policy is a sine quo non for promoting growth with 
stability, some deficit financing may be necessary as long as country’s monetary policies are 
sound, debt/GDP is within tolerable range, institutions are strong and the golden rule of 
investment is met i.e. rate of return of the investment is higher than the cost of borrowing. The 
sustainable level of deficits would be underpinned by the sustainability of public debt, which in 
turn be determined by a host of variables depending upon the country circumstances.  
 
Clean energy for development Investment Framework: the WBG Action Plan 
 
18. We welcome the three pillars of the Action Plan, namely energy access in sub-Saharan 
Africa, transition to a low carbon economy and adaptation to climate change and variability. It 
must not be forgotten that climate change is a global public good and the Gleneagles Summit 
called for remedial action by both G-8 members and the MDBs. There are legacy issues in the 
accumulation of greenhouse gases and therefore the spirit of mutual accountability and the 
principle of ‘common but differentiated responsibilities’ should not be forgotten, as the Action 
Plan is fine-tuned. There is a clear need for more resources, especially on grant terms.  

 
19. We welcome the steps proposed for transition to a low carbon economy and have 
embarked on a Bank assisted country study on the subject. The international community has to 
fulfill its part and provide additional resources if economic development is not to be jeopardized 
by the transition to a low carbon economy. Considering the pressing energy access needs in sub-
Saharan Africa, South Asia and many other regions, the Bank should continue to offer a broad 
menu of energy options. Given energy financing needs of about $165 billion per annum, we feel 
that the Bank’s ambition of raising lending to the 1990s level of $10 billion (during FY06-08) is 
too modest. Finally, apart from financial resources, it is very important for the Bank to play an 
active role in promoting the development and collaborative transfer of new technologies to 
developing countries. 
 
Trade 
 
20. We have once again missed a deadline for delivering on the development promise of the 
Doha Round. Developing countries are strongly committed to a rule-based global trading system 
and have demonstrated their willingness to be flexible in arriving at an early positive conclusion 
of the Doha Round.  It must be recognized that, for several of the world’s poor, agriculture is not 
simply a commercial activity but a way of life and a means of subsistence.  The outcome of the 
Doha has to factor this in and ameliorate the distress of large sections of the world’s poor. 
Developed countries have to take the lead by bringing down the level of massive trade-distorting 
subsidies provided to their agriculture sector.  The Bank and the Fund should continue to focus 
their advocacy and research on highlighting these perils as also the development potential of 
trade liberalization. It is in everyone’s interest to save the Doha Round.  


