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Introduction

As we convene again for this important forum, we are pleased to note some
positive developments, albeit slight, in terms of the global economic outlook.
Undoubtedly, our collective and individual remedial efforts have begun to take hold,
coupled with reinforcing conditions in the industrial countries and a noticeable return of
investor confidence in emerging markets.   However, we recognize the need to remain
vigilant and relentlessly press on with the financial, social and structural reforms needed
to put our countries back on a platform that generates sustainable growth and
development.     We believe that the challenge for East Asia now is getting back to where
we should be in terms of our pre-crisis growth trends and that, I must say, is quite
formidable, given the current conditions.

However, I must thank the international development community, including the
bilaterals and the multi-lateral institutions, for their concerted efforts in helping us during
these difficult and trying times.  I must also emphasize that this on-going and consistent
assistance is even more needed now as we face the risk of easily sliding back into the
economic doldrums at the slightest upheaval.   Today’s agenda presents an encompassing
menu of development issues, which comprise integral elements of our overriding mission
to fight poverty.  We wish to record our general appreciation for the discernible efforts
put into these issues since we last met in Spring and as we begin to map out the
appropriate course of action into the future.  Let me now turn to the initiative for Highly
Indebted Poor Countries (HIPC).

Enhanced Framework for the Initiative for Highly Indebted Poor Countries

We welcome the modifications made to HIPC, realizing that it captures the
principles agreed to in the last Development Committee and will surely broaden, deepen
and quicken the implementation of the initiative.  We are also impressed with the
strengthened links between debt relief and poverty reduction, as this must be a
fundamental requirement of the initiative.

The focus on indicators and enhanced transparency and accountability
underscores the need to regularly gauge the progress of key determinants of poverty and
therefore the effectiveness of the initiative on poverty reduction.  We are indeed grateful
to the Bank and the Fund for initiating these modifications and the extensive efforts
marshaled to reach an appropriately designed enhanced framework.

 The financing of the enhanced framework has more than doubled the original
cost and this manifests the scope and depth of the modifications made.  We urge the Bank
to fully explore all the financing options, bearing in mind that debt relief should be
additional and should not compromise other resource flows to non-HIPC low-income
countries.
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However, it must also be ensured that the financial integrity of multilateral
institutions, including the Bank, is maintained as it has vast implications for developing
countries as development-financing institutions.  In this regard, we can understand the
difficulties of reaching an amicable agreement on how the cost burden should be shared.
Nonetheless, we wish to support management in their quest to find a solution flexible
enough to accommodate the different shareholders, their diverse preferences and the
different political and budgetary dilemmas.  On this note, we would urge leading
countries, particularly those represented in the Cologne Initiative, to consider a broad
range of financing approaches and perhaps adopt correspondingly flexible approach to
burden-sharing.

IBRD Capital Adequacy

We perceive capital adequacy to be the central issue that will define the
boundaries of the Bank’s operations and the extent to which it will be able to meet the
changing demands placed on it.   As a long-standing item in the Development Committee
agenda in the last few sessions, its significance is nonetheless increasing as the Bank
faces the escalating demands of the aftermath of the financial crisis.

We, therefore, support the view espoused by the external panel of experts that the
Bank is in fact approaching the limits of its risk bearing capacity and I invite my fellow
colleagues to impress upon their governments to examine carefully the options that we
have and weigh these with the realities facing the developing world.

In our view, it is imperative that we align the direction of the Bank in terms of the
demands placed on it by the evolving tides of economic development.  The required
financial capacity falls back on what role the shareholders would want the Bank to play
in the development community.

As indicated by the panel’s report, the Bank will need additional risk-bearing
capacity judging by external trends and shareholder actions in recent years.  The more
pertinent issues then are when, by how much, and how, are we going to meet the needed
increase?   Hence, we appreciate the options laid out in the paper since it provides a good
starting point to ponder over which option would be the most appropriate.

In this regard, I would urge the Bank to keep working on alternative options or
different combinations of the options against the backdrop of the various scenarios the
Bank is likely to face.  Therefore, we support the views of the Executive Directors that
there should be a fuller elaboration of options and their implications.  A deeper analysis
of the external environment is essential before we can discuss the institution’s mandates
and whether they are adequate.

We also wish to stress the importance of maintaining the financial integrity of the
Bank in pursuit of the Bank’s development agenda of poverty alleviation, in cognizance
of on-going initiatives such as HIPC.   Finally, we would like to also underline the
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principle of fair burden sharing in developing a balanced set of options and these should
be examined in terms of timing and additionality in a comprehensive manner.

Developing Countries and the International Trade Agenda

Developments in international trade are now at an important juncture as countries,
global trade institutions, and other development institutions contemplate how the next
round of WTO negotiations should shape out as we enter the new millennium.  We wish
to acknowledge the bank’s contribution in assisting developing countries on international
trade and we must say that it has had discernible influence on the integration of some
developing countries into the global trade arena.

The broad range of key trade policy issues facing the Bank now illustrates the
pervasive influence of trade in overall development.  We appreciate and support the
Bank’s initiatives for supporting and enhancing trade in developing countries,
particularly the stronger emphasis on capacity building, expanding partnerships and the
mainstreaming of trade into country strategies.

In our view, and as many may agree, these initiatives reinforce the relevance and
significance of the comprehensive development approach in the context of CDF.   Trade
has enormous potential to contribute to poverty-reduction but trade liberalization must be
implemented with proper sequencing, bearing in mind the status of the macroeconomic
and structural conditions in the different countries while taking into consideration the
social impacts and consequences.

Having said this, we would like to underline a few points that may be important to
consider.  While the Bank has significant comparative advantages, it must be realistic in
regards to its reach and influence in assisting developing countries, especially given its
mandate.  However, it must continue to build effective partnerships and seek to amplify
developing countries perspectives and concerns in global and regional trade forums.

On the other hand, we would also encourage developing countries to cooperate
better among themselves and build capacities with more of their own resources to enable
them to argue their position from a genuinely developing country perspective.  This is
especially so with the WTO increasingly moving into issues on which the interests of
developed and developing countries conflict (e.g. labour and environmental policies).
Finally, as we move forward, we would like to have the Bank’s on-going work in other
related areas  (Commodity Risk Management, the Small States Initiative, and etc.) linked
to the Bank’s work on trade since these initiatives have important trade implications for
developing countries.
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The World Bank Group’s Role in Strengthening the New International Financial
Architecture

The new international financial architecture presents a challenge, which is not
entirely new but surfaces in the wake of adverse situations such as the recent crisis.  The
goals of such a system remain the same, which are to: promote efficiency of trade; ensure
stability in the system; and allow for an equitable and socially acceptable distribution of
income and wealth.  While markets are becoming increasingly global, we would see the
imbalances as manifest in the predominance of domestic policies and rules, over an
apparently weak international financial architecture.

Nevertheless, we very much appreciate the efforts made by the Bank (and Fund)
for the progress achieved through the various initiatives currently underway in their roles
in strengthening the new international financial architecture.  We also fully agree that the
Bank should primarily focus on strengthening the social and structural policy framework
and building capacity in developing countries.

However, we believe that the Bretton Woods institutions need to play a more
defined and enabling role in addressing systemic issues at international level.  Progress
on the domestic policy front must be complemented by a clear plan of action and
corresponding advances on the international front.  We see no other international
stakeholder in a more appropriate position to play the coordinating balance between the
two fronts, other than the Bretton Woods institutions.

With regards to corporate governance, we would like to stress the need to refocus
our efforts on the relationship between public and corporate governance and the direct
correlation with institutional capacities.  Public governance is just as much as important
in itself, as it is a measure of regulatory efficiency and policy setting for the private
sector, and in particular the corporate sector.  Furthermore, we would also like to
underscore the influence of intrinsic structures, systems and cultures in the different
country contexts.

We would also like to give our utmost support to the enhanced Bank-Fund
collaboration on the Financial Sector Assessment Program (FSAP) and the assessment on
implementation of key standards and principles of good practice.  The Bank must ensure
that it has adequate resources and continue to build its knowledge base on the financial
sector, with a co-operative team culture.  Success of these joint efforts would eventually
be judged by how well these assessments are integrated into the Bank’s Country
Assistance Strategy and the Fund’s Article IV Consultations.

Finally, we would like to revisit the issue of the Bank Group’s financial capacity.
As previously discussed on this issue earlier on, we the Bank Group shareholders must
come out clear on what we jointly perceive as its role as we enter the next millennium.
There is a limit to how much we can stretch its existing risk bearing capacity, beyond
which we begin to undermine its financial integrity.  In addition to other major initiatives,
the strengthening of the international financial architecture is currently at the building
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block phase with no clear conception of what the final design will entail.  In this regard,
we consider it imperative that we reset a long-term direction for the Bank Group now and
examine its resource needs accordingly.
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