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The World Bank has achieved a great deal since last year’s Development Committee
meeting.  The Bank responded well and appropriately to the demands placed upon it by the
financial crisis.  These new pressures have, nevertheless, further constrained our ability to meet
all the demands placed upon us.  And they have underlined the need to clarify how crisis support
fits into the Bank’s broad mandate for poverty reduction.

Significant progress has also been made on internal reforms.  The quality and cost
effectiveness of Bank operations have improved, and the Bank is giving increased attention to
enhancing its relations with clients, donors, the non-governmental sector and other stakeholders.

The Bank has much to be proud of, but much yet to do.  While private capital flows will
play an increasingly important role in fostering growth and development, the past two years have
clearly demonstrated the vital importance of the role of the international financial institutions.  In
particular, the volatility of private capital flows and their concentration in just a few developing
countries indicate a need for both ongoing MDB investment and for increased focus on structural
and governance reforms.  Without these things economic and financial stability will remain
elusive.

Over the course of the next few days, there will be much discussion about the appropriate
role for the Bank in the international financial architecture.  In my view, the Bank should
concentrate its efforts on its core mandate for poverty reduction.  At the heart of this task is
action to promote an environment conducive to growth of the private sector, and to provide the
institutional capacity for effective government social programs.  In particular, the Bank should
help its members to ensure that their commercial and legal systems, as well as their financial
markets, are well designed, regulated and administered, that the basic machinery of government
can operate effectively and that corruption is curtailed.  Action along these lines that improves
the efficiency and stability of domestic financial markets will also contribute to the efficiency
and stability of international financial markets.  As a by product of its expertise and experience
with reforming domestic financial markets and institutions, the Bank has much to contribute to
international discussions, but its prime objective should remain poverty alleviation and
development.

Clarification of the Bank’s role with respect to the international financial architecture is
but one part of the wider task of redefining the Bank’s mandate for the current environment.  In
the face of new and growing demands, and a growing appreciation of the need to approach
development in a comprehensive and integrated way, this is no easy matter.  But recognition of
the links between the different parts of the development agenda does not mean the Bank should
attempt to cover the field itself. It needs to be selective in using its own resources to best
advantage and co-ordinate effectively with other development agencies.

Fortunately, the Bank’s prudent financial management over recent months has provided
us with more time to give the question of a General Capital Increase the consideration it
deserves.  This chair is not closed to the possibility of a capital increase.  The demands being
placed on the Bank are very great. At the same time, we are realists.  The Bank has large
resources available to it and much can be done to improve effectiveness.  Garnering greater



administrative efficiencies, being more selective in the choice of activity, improving
effectiveness, better cooperation with borrowers to ensure their ownership of programs and
enhanced coordination with other agencies, all have a role to play.

What is true generally is equally true of the proposal for an enhanced HIPC initiative.
The plight of the very poorest nations is appropriately the main issue for discussion at these
meetings.  Removing or significantly reducing the impossible debt burden faced by these
countries is of enormous importance. It makes sense in simple human terms.  And, provided it is
accompanied by the appropriate structural and policy reforms, debt relief can help create the
climate within which the private investment these countries so desperately need can start to flow.

However, the initiative cannot proceed without funding.  It is incumbent on all of us to
resolve the HIPC funding issues at this meeting.  I am hopeful that we will be able to do so.

As we move towards a new century and a new millennium, another key concern in our
efforts to create jobs and reduce poverty is to maintain momentum on trade liberalisation, and
resist tendencies towards protectionism.

The World Bank has an important role in supporting the transition to a more open and
non-distortionary trading environment.  One way the Bank can help is by strengthening
developing countries’ institutional capacity so as to assist their involvement in, and
implementation of, trade agreements.  More generally, the Bank is well placed to help
developing countries realise the benefits and better manage the risks associated with more
integrated and open markets. These issues are particularly relevant to the smaller states with their
heavy reliance on agricultural exports and associated high level of exposure to commodity price
movements.  We look forward to discussing the work of the taskforce on small states and the
opportunity to explore how best the Bank and other development agencies can help small states
make the necessary transition.

Efforts to promote open international markets are particularly vulnerable to protectionist
actions by the largest economies.  Such actions are not only directly damaging to developing
countries but, equally significant, serve to undermine support for liberalisation more generally.


