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We meet today at a time when prospects of the international economy are
brighter than what they were during the spring meeting of the Committee.  We now
see a gradual but clear signs of recovery from the severe effects of the financial crisis
in Asia and elsewhere, and projections for growth and trade are now higher than
previously expected.  Looking at the outcome for the year as a whole, however, the
picture is far from bright, with possibly two thirds of developing countries recording
falling per capita incomes and therefore more poverty is expected.  Compared with
the pre-crisis year conditions in many developing countries are also still far worse and
there is a risk of complacency in policy attitudes that might perpetuate a setback.

What also clouds the picture is that capital flows have been disappointing.
Gross flows from capital markets to developing countries this year have gone down
sharply compared with the same period in 1998, and total net flows are expected to
fall again this year.  Official flows have improved last year and are expected to remain
steady for the current year, but they are still well below the levels of the early years of
the decade and concessioal flows have experienced steady decline in the past couple
of years.

In view of the fragility of recovery and uncertain prospects, there is obviously
no room for complacency on the part of both developed and developing countries.
The international community still needs to ensure that the recovery remains on track
and that capital flows, both private and official, will make a meaningful contribution
to the efforts of developing countries to achieve sustainable growth rates and better
prospects for poverty alleviation.

This brings me to the main issues on our agenda.

The most pressing issue on our agenda is certainly the proposed enhanced
HIPC framework that seeks to provide faster, deeper and broader debt relief.  We
commend the initiative of the major donor countries at the Cologne summit and the
hard work and participatory process that has gone into preparing the specific
proposals submitted to us.

We strongly endorse the proposed enhancements of debt relief and the
heightened attention to stronger link between debt relief and poverty reduction.  For
this initiative to achieve these objectives there is obviously the need to ensure
additional funding and avoid any weakening of the integrity of the financial position
of multilateral institutions.  On this I agree with the statement of Mr. Wolfensohn in
his Note to us that multilateral institutions, including the Bank, should rely on
bilateral contributions to finance the extra costs of the enhanced debt relief.
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The financial integrity of the Wold Bank has been the focus of extensive
technical work and substantive discussion in the Bank for the past two years and I
commend the work that has been done so far. The IBRD has been facing financial
strains, especially in view of the increased financing that it had to undertake in
response to the financial crisis and the deterioration of the Bank’s loan portfolio. I
share the view that while the Bank’s financial position remains sound, the financial
capacity of the Bank is placing a limit on its ability to respond to future demands and
make available transfers for developmental purposes.  To provide an appropriate
response, we need to come to a common view on the role of the Bank in the new
financial architecture and the global development targets, and also on the particular
and important issue of Bank’s role in financing crisis.  I therefore look forward to
further discussions by the Executive Directors on this and on the various options
available and their implications.

The international financial architecture has been subject of discussions in
various fora in the past few years and we note the report we now have on what the
Bank has been doing to strengthen this evolving architecture.  Many of the new
elements in the consensus of the international community reached so far should
indeed strengthen the international financial architecture and are consistent with what
the Bank is doing.  These include enhancing transparency, strengthening country
policies, more efforts to mitigate the social costs of crisis and strengthening and
reforming the international fora.

We note that considerable work has been done by the Bank in an effort to
make a tangible contribution towards strengthening the international financial
architecture.  A major aspect of Bank activities in this direction is in strengthening the
structural framework of developing countries in such areas as setting standards and
norms and capacity building.  In this regard, I underscore the view that the Bank is not
a standard setting body and that the best approach is disseminating of best practice
rather than setting rigid standards.  Expanding developing country capacity to
implement the social and structural agenda should also be a key element.  Weak
capacity has proved to be one of the most serious impediments to better performance
of developing countries in various fronts.

The Bank has also been active in helping international fora that have been
dealing with some aspects of the international architecture.  This is a useful endeavor
and should help in drawing attention to the issues relevant to the poverty reduction
agenda of developing countries.  We also note that progress is being achieved in
coordination with the IMF and in experimenting with better coordination of Interim
and Development Committees work on issues of common interest.  What we note on
the work of the various fora is that many aspects of the international architecture have
been dealt with on piecemeal basis and eventually we may even see a move towards
comprehensive reform. This will have substantial implications for developing
countries and there is therefore a need to ensure adequate and more effective
participation of developing countries in all fora that deals with aspects of the new
financial architecture.

Finally, on the international trade agenda, I endorse the new approach the
Bank is embarking on in shifting emphasis from liberalization of trade, where
progress has so far been substantial, to help developing countries benefit fully from
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the opportunities for growth and poverty reduction made possible by the global
economy.  As the document before us rightly shows, interest in trade liberalization is
bound to continue and there are such issues as the pace and manner of trade
liberalization which is bound to have serious social impacts.  There is also the need
for more work on the impact of subsidies in developed countries on developing
country exports.

The new focus of the Bank trade agenda towards helping countries use trade
as a tool for development is indeed a monumental task.  As the document reports, the
Bank has a substantial program on both the new and traditional trade issues, including
dissemination of best practice, the Integrated Framework for the Least Developed
Countries, research and capacity building for trade negotiations and research on the
new trade issues.  We commend this program and underscore the urgency of moving
expeditiously on this track in view of the forthcoming trade discussions.  We also
urge that adequate resources be allocated for this program and look forward to more
coordination in this regard between the Bank, the IMF and the WTO.
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