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Mr. Chairman, 
 
1. We are meeting today under exceptionally difficult circumstances. The worries over a 

gradually broadening global slowdown and the likelihood of recovery have been 
compounded by the tragic developments of September 11th. It is now clear that global 
economic activity will take considerable time to revive.  
 

2. While slowing down of the world growth momentum has led to difficulties almost 
everywhere, the outlook is particularly grim for developing countries. The synchronised 
global slowdown has resulted in sharp decline in the volume of world trade. Commodity 
prices have been falling steeply and capital flows to developing country markets are 
being squeezed to a bare minimum. Given the ominous downside risks to global 
recovery, in the form of large macroeconomic imbalances among the G-3 and the 
vulnerability of emerging country markets to shocks in both capital and current accounts, 
the days ahead are going to be more critical than expected. It is imperative that a 
collective effort aimed at assisting the developing world for successfully coping with the 
challenges that it encounters should be put in place. The thrust of this initiative should be 
on the provision of expanded development finance for bridging the vacuum being created 
by declining private capital flows. 

 
3. The disturbing consequences of the global slowdown extend far beyond the realm of 

short-term difficulties. The low growth of global output would have serious impact upon 
global poverty. This, in turn, can create various social and political disruptions. 
Accentuated poverty, combined with the lack of education, health and other basic 
facilities, creates a deep sense of frustration and deprivation among the affected citizens. 
The mounting discontent can lead to growth of serious grievances against functioning 
institutions and can find expression in violent activities or acts of terrorism. After 
September 11, the destructive consequences of cross-border terrorism hardly require 
reiteration. It is therefore, extremely timely and pertinent to discuss issues like financing 
for development, the HIPC initiative and Education for All in this forum. Apart from all 
these subjects, this meeting should take serious note of the events of September 11 and 
their ramifications and figure out effective ways for preventing their occurrence in future. 

 
Impact of Recent Events on Low- and Middle-Income Countries: Response of the 
World Bank Group. 

 
4. The unique and deeply disturbing aspect of the current global slowdown is the absence of 

even remotely encouraging growth signals from anywhere in the G-3. The complete lack 
of growth impulses in the G-3 and in the rest of the world underline serious difficulties 
for Asian emerging markets, which have strong linkages with the US economy and are 
competitive in both information technology exports and other manufacturing goods. 
Subdued demand conditions and declining commodity prices would severely handicap 
primary product exporters, which include several poor countries from Africa. Tourist 
traffic all over the world is threatening to touch an all-time low after the tragic events of 
September 11. The depressed trends of equity prices in mature markets have rubbed off 
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on sentiments in emerging country markets. For these economies, net capital flows are 
projected to turn negative for the first time since the mid-80s. 

 
5. Going by historical experience, the outbreak of a global recession (a conviction 

increasingly gaining currency) is likely to have its worst effect upon the poor of the 
world. Given the disturbing dimensions of the current scenario and the attendant heavy 
human costs, there is need for increased cooperation for ensuring generation of strong 
and sustainable growth impulses. In this regard, I would go a step beyond and emphasise 
upon the need for real partnership, more than cooperation. The industrial countries have 
to work together with the developing world for addressing the problems of the latter and 
arriving at lasting and effective solutions.  

 
6. Notwithstanding the recent outbreak of crises in Argentina and Turkey, the global spread 

of contagions till now, have fortunately been limited. However, this doesn’t provide us 
with any room for complacency. The increasing integration experienced by the world 
economy over the last decade or so has increased its vulnerability to widespread 
ramifications from sporadic regional disturbances. Notwithstanding the undisputed 
benefits of globalisation in accelerating growth and productivity, its onset has thrown up 
a variety of fresh challenges. The declining trends of commodity prices, shrinking 
exports, and volatile equity markets, leave the largely integrated but vulnerable 
developing world exposed to the worst effects of the deepening slowdown.  

 
7. Given the predicaments of the developing countries, it is essential for international 

institutions to come forward and collaborate with the developing world in fighting its 
difficulties. The momentous changes in the last couple of decades of the past century 
have limited the domain of autonomous policy actions for the developing countries. 
Capital controls have by and large been abolished. Foreign capital has been accepted and 
welcomed as an essential resource for development. Protectionist measures, once 
considered effective for rapid, broad-based industrialisation, have given way for 
outward-oriented, liberal policies in the new development paradigm. We therefore, have 
a collective responsibility for locating new policy initiatives that would help the 
developing world in warding off the challenges of global slowdown. 

 
8. Being the leading development institution in the world, the World Bank has an important 

responsibility to discharge in this context. As I mentioned earlier, capital flows to 
developing country markets have dried up by an alarming extent. Spreads on emerging 
market debt have widened making it difficult to approach international capital markets. It 
is essential for the Bank to evolve a strategy similar to what it adopted in the aftermath of 
the Asian-Russian-Brazilian crisis, which witnessed a doubling of its annual 
commitments. In this regard, we welcome the IFC’s efforts in sustaining private 
investment flows. However, shoring up of public investment flows is the only immediate 
option for helping emerging country markets in resolving their financial difficulties.  

 
9. Negotiations for IDA 13 replenishment are at the final stage. Reflows from borrowing 

countries now account for around 40% of IDA resources. It is heartening to note that the 
rate of return on IDA investments is 41%, far higher than ODA in general, and that the 
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IDA is more effective in countries with good policies. The evidence should encourage 
IDA donors to expand their support by making fresh commitments. Normal phasing of 
IDA commitments may be a case of doing too-little-too-late. Front loaded commitments 
and disbursements, as experienced after the debacles in 1997 situation, have to be 
seriously considered.  

 
10. I firmly believe that the Bank should build up its risk bearing capacity in a systematic 

manner for meeting the stress of non-accrual shock. Initiation of a dialogue with 
shareholders on a General Capital Increase (GCI) for the Bank can be a useful step in this 
regard. Such a GCI should aim to achieve an efficient and equitable capital structure for 
the Bank. Though the Bank’s capital base draws more from the industrialised world, its 
reserves have been built on the strength of interest earnings from the developing 
countries. It is time to consider innovative solutions like treating a part of the spread 
charged by the Bank on loans as the capital contribution of the borrowers and then use 
the same for increasing the voting powers of such developing countries. Another way to 
make the capital structure more equitable is to design the general increase in such a way 
so that the contributions of industrialised nations are treated as non-voting, whereas the 
contributions provided by the developing countries carry voting powers. 

 
11. We have noted with considerable concern that the IBRD’s lending commitments in real 

terms are plateauing at a level less than half of that in 1985. Serious thought needs to be 
given to ways and means of boosting IBRD lending levels. This is imperative both from 
the borrowing countries’ need for financing as well as the financial health of the Bank. 
We commend the Bank’s decentralization process over the past few years. This has 
served to lower operational costs while at the same time promoting country ownership 
and focus.  

 
Financing for Development  

 
12. The World Bank’s mission of a world free of poverty is completely in line with the 

Millenium Development Goals endorsed by all the Heads of States under the aegis of the 
UN. We are encouraged by the World Bank’s continued engagement with the UN 
agencies in developing the Agenda and the Outcome documents. The Bank has acquired 
considerable experience and analytic skills in the sectors, which the Monterrey 
conference would be concerned with.  

 
13. We see a strong complementary role between what we in the developing world have to 

do internally, and what the global community has to do to help developing countries 
achieve the objectives of poverty reduction. Official development finance in 2000 was 
around a fourth lower than in 1985 at constant prices. There has been a marginal increase 
in concessional flows, largely on account of grants. During the same period, interest 
payments have gone up by 50%. If we are to change the situation in favour of increased 
development effectiveness and poverty reduction, then changes are required and the FfD 
Conference comes at an opportune moment. There are two ways of going about this. 
ODA has to be stepped up in a manner which links flows to recipient countries 
improving their policy environments. Simultaneously, transaction costs must come down, 
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and aid ‘unbundled’ from other unlinked concerns. The second area of action points 
relates to improved access for our goods and services in the markets of developed 
countries. Sectors where poor countries have a comparative advantage should be 
liberalized in an open and upfront manner. Negotiated tariff reductions are negated by the 
imposition of non-tariff, and worse, non-trade barriers. Onerous obligations like TRIPS, 
as Canada and the USA have discovered, burden countries with weak capacities and limit 
their policy options. The FfD conference has both these issues on the agenda – we would 
like these efforts to get a boost. 

 
14. The world community must demonstrate that global systems are still functional and our 

intention is to make them function better. The current slowdown should strengthen our 
common resolve to meet the challenge of the Millennium Development Goals, and to 
find the resources to do so. The war on terror can only be won when the war on poverty 
has been won. 

 
Education for Dynamic Economies: Accelerating Progress towards Education for All 
(EFA) 
 

15. Our constituency as a whole is committed to achieving the goals of EFA, both in terms 
of universal enrolment and retention and in eliminating gender disparity. In India last 
year, we launched a nationwide campaign, involving not only the national and state 
governments, but also civil society at large in order to generate sufficient momentum 
and capacity required achieving this. In addition to substantially increased funding from 
the national government, we have involved the local communities in order to make the 
school system more efficient and accountable. Flexible approaches are encouraged to 
ensure relevance and full utilization of capacity. We appreciate the support of the Bank 
and other development partners in this.  

 
16. We are happy to note that the Bank understands the need to step up its financial 

involvement with education programs in its member countries, and intends to reverse 
the discouraging trend of falling investments. Mr. Wolfensohn’s statement at Dakar that 
money would not be a constraint and that the Bank was prepared to match dollar to 
dollar increased expenditure on elementary education was very encouraging. The 
clarification that the Bank did not think that user charges in elementary education is a 
good idea, will both encourage members to approach the Bank to work with them and 
signal to the outside world that the Bank believes in taking a holistic view of 
development. 

 
HIPC and PRSP 

 
17. We commend the progress of the enhanced HIPC initiative. More attention needs to be 

focused on the issue of tracking of poverty reducing expenditures. We must not lose 
sight of the danger of HIPC countries sliding back in to unsustainable debt. Incremental 
concessional flows need to be targeted at countries and regions with the greatest 
concentration of the poor and with a consistent track record of reform. The debt relief 
however needs to be delivered faster. Current framework is quite slow. The amounts 
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involved are not very large if looked at from the capacity point of industrialised world. 
Comparisons may not be very pleasant, but it is quite important to note that cost of 
bailouts of certain airline and insurance companies in countries affected by terrorist 
attacks is far larger than the entire gamut of relief under HIPC. 

 
 The progress so far on developing PRSPs has been quite encouraging. This should, however, not 
be seen as a “magic bullet” which will somehow magically short-circuit the difficult path of 
economic reform and growth. We must guard against building up unrealistic expectations from 
the PRSP process. More work, clearly, needs to be done in promoting greater country ownership 
of the PRSPs being developed. 


