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1. Let me begin with a word of thanks to Chairman Sinha for all his hard work 

during his term of office, and especially given the challenging context of the 
present meeting.  I wish him well, and look forward to a productive working 
relationship with his successor, Minister Manuel. 

2. I also extend my best wishes to our departing Executive Secretary, Alex Shakow, 
who has greatly contributed to enhancing the effectiveness of the procedural 
aspects of the Committee's work.  I welcome the new Executive Secretary, Tom 
Bernes, and look forward to working with him.  Last but not least, I wish to 
express my thanks to Canada for hosting this important meeting. 

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

3. The World Bank’s “Global Economic Prospects” reminds us that the current 
global economic slowdown in fact began in mid-2000 and originated in the US. 
The events since September 11 of this year have, unfortunately, accentuated the 
slowdown. For the first time since the mid-1970s the three major economies – the 
US, Europe and Japan – are decelerating in tandem.  This in turn has resulted in 
an unprecedented deceleration of world trade from 13.3 percent in 2000 to an 
estimated 1 percent in 2001.  Growth of exports from developing countries is 
projected to drop sharply from 19 percent in 2000 to 2 percent in 2001.  Both oil 
and non-oil commodity prices have  dropped steeply.  Capital flows to developing 
countries have also recorded sharp declines.  

4. The major industrial countries have a special responsibility in adopting pro-
growth policies that would revive the global economy.  In this context,  we 
commend  the swift monetary and fiscal response by the US authorities, and 
welcome the coordinated response to ease monetary policy by central banks in 
industrial and emerging developing countries.  However, there is more room for 
further easing of monetary policy and for fiscal stimulus in industrial countries, 
especially in Europe.  Industrial countries can also assist in recovery of the global 
economy  by removing the existing significant barriers to exports of developing 
countries. 

5. It is also worth noting, in this context, that oil producing countries have once 
again demonstrated their understanding and cooperative spirit in meeting the 
challenges confronting the world economy.  They have extended full support to 
the efforts being made to bring about world economic recovery by tolerating, at 
this difficult juncture, an inordinately low level of oil prices.  This is a good time 
for industrial countries to review their policies of taxing oil and oil-based  
products as part of the needed fiscal stimulus in these countries.  Lowering the tax 
burden on these items would correct distortions in resource allocation and 
enhance economic efficiency.  Furthermore, it will  partly offset the recent 
substantial increase in the cost of transportation and insurance. 
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6. There is no doubt that the decline in receipts from tourism since September 11, 
reduced access to financial markets, the substantial drop in oil and non-oil 
commodity prices, the significant slowdown in world trade (compounded by 
increases in transport and insurance costs), and internal  displacement and the 
worsening refugees problem could make it more difficult for many developing 
countries to attain their poverty reduction goals.  The importance of the Bank’s 
poverty alleviation mission is thus further heightened. 

7. It is therefore, incumbent on the World Bank Group to redouble its efforts in 
supporting its clients in these difficult times.  The World Bank has a good array of 
instruments and a significant amount of flexibility, which should enable it to 
customize its response to different country situations. Of course, the Bank needs 
to work within its mandate and in cooperation with the IMF and other multilateral 
development banks in ways that will ensure consistency of approach and 
complementarity of resources.  In this context, it is comforting to note that the 
Bank currently has adequate financial means to maintain its role and manage its 
risk-bearing capacity.   

8. The Bank will need to give special attention to the effects of recent developments 
on the commodity dependent low-income countries.  Most of these countries are 
HIPC countries.  In this regard, the increased participation of the Arab 
multilateral institutions, the Islamic Development Bank, and the OPEC Fund in 
the HIPC initiative is welcome and is a matter of record.  Indeed last month, 
Saudi Arabia -- the largest  shareholder of the Islamic Development Bank -- has 
proposed, and shareholders accepted, a doubling of the bank’s capital.  This 
should enable the Islamic Development Bank to mobilize greater additional 
resources for the poor countries and increase its own lending to them.  

      United Nations Financing for Development Conference 

9. The continued strong engagement of the Bank and the Fund in the Financing for 
Development process is indeed welcome.  We would encourage the Bank and the 
Fund to remain engaged.  The two institutions should carry with them to the next 
UN PrepCom meeting in January 2002, the following key messages: First, avoid 
the creation of new institutions and new financing mechanisms, but explore how 
to use existing ones more effectively.  Second, explore ways to increase the 
participation and influence of developing countries in international dialogues and 
decision-making processes. Third, promote national responsibility for 
development.  Fourth, avoid policies that adversely affect groups of countries or 
target specific commodities.   

10. It is an encouraging sign that inter-agency consultations have resulted in the 
emergence of a consolidated set of international development targets and 
indicators for the Millenium Development Goals (MDGs).  However, the Bank 
and the Fund should guard against the potential problem of trying to tie policy to 
a small number of numerical targets that may or may not adequately represent 
countries' own priorities.  It is important, therefore, to further build consensus on 
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attaining  the MDGs with the aim of promoting country ownership, making them 
more practical and suitable to individual country circumstances. 

11. The problems that developing countries are experiencing are not merely a 
reflection of an imbalance between policies and external resources.  They also 
depend on the countries' ability to promote growth and on their access to markets.  
In this context, the joint Bank/Fund paper "Financing for Development" rightly 
emphasizes the importance of private sector investment, and access of developing 
countries' exports to industrial countries' markets. 

12. A hospitable investment climate is critical to successful private-sector-led growth, 
for expanding employment opportunities and reducing poverty.  Supported by 
well functioning public institutions, a strong judicial system, an efficient banking 
system, and good macroeconomic policies, the private sector should be able to 
create employment opportunities and contribute effectively to development and 
poverty reduction.  

13. The Bank Group institutions and the IMF are well equipped to support developing 
countries' efforts to improve the climate for the private sector and to attract 
private sector flows, both domestic and external.  Such flows can be a substantial 
ingredient in financing development. 

14. As discussed in the “Global Economic Prospects”, in times of global economic 
slowdown, barriers to trade in industrial countries as well as subsidies tend to rise.  
It is important to avoid increased protectionism during the current downturn in the 
global economy.  It is estimated that, currently, subsidies and other support to 
agriculture alone in the high-income countries are running at around $1 billion a 
day, or roughly six times all development assistance.  This is one measure of the 
cost to developing countries of protectionist policies in industrial countries.  
Providing free access to developing countries' exports to industrial countries' 
markets provides the best potential source of finance for development, and 
therefore for lifting developing countries out of poverty.  In this context, a new 
WTO round can be helpful as long as it addresses the concerns of developing 
countries and does not slow down the accession of new members. 

15. Financing for development could provide a vehicle for identifying the priorities of 
the many different entities involved in financing Global Public Goods, within 
their mandates, and to rationalize areas of responsibilities to avoid duplication, 
and dissipation of effort.  Clearly, much work remains to identify available 
resources and additional requirements.  It is also clear from the assessment of the 
Bank and the IMF staff  that global taxes and fees, such as the Tobin and carbon 
taxes, are unlikely to be a significant source of financing.  Such taxes should be 
discouraged. 

16. Reduction of transaction costs can in effect be seen as another source of financing 
for development.  Efforts to harmonize donors' operational policies and 
procedures can lead to a substantial reduction in cost of development assistance 
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and allow recipient countries to better manage aid programs.  In this context, the 
success of the Coordinating Group, which was established by the Arab 
multilateral institutions, the Islamic Development Bank and the OPEC Fund, is 
worth noting. The Group has successfully developed voluntary common 
guidelines in areas ranging from project appraisal to project evaluation, 
supervision and monitoring.  Perhaps the Bank and the Fund can draw some 
lessons from this experience. 

   Education for Dynamic Economies: Accelerating Progress Towards Education for 
   All 
    

17. There is no doubt that when combined with good policies, education becomes a 
key factor in increasing productivity, raising living standards and reducing 
poverty. Achieving universal primary education is a first step in this process. 

18. Commitment to universal primary education since 1990 has been strong, and 
some countries have made considerable progress.  But, progress has been uneven, 
and much remains to be done to achieve the target of Education for All (EFA) by 
2015.  The challenge is particularly acute in Sub Saharan Africa, where 55 million 
children of primary-school-going age could be out of school in 2015, if current 
trends continue.  This gives a special responsibility for IDA to play a significant 
role in promoting education and development in the region.  The spread of the 
HIV/AIDS epidemic in Africa and its potential to undo much of the progress 
made in the social sectors, justify the use of IDA resources for this purpose.  But, 
we cannot support the use of scarce IDA resources for other global initiatives that 
are externally driven and whose benefits do not predominantly accrue to IDA 
countries.   

19. Both quality and quantity of education matter, but quality matters more in 
boosting economic growth, which is necessary for reducing poverty. In assessing 
progress towards EFA, it is appropriate to use, as the Bank staff suggest, primary 
completion rates rather than gross enrollment rates.  In this context, the Bank's 
paper shows that the MENA region has the highest rate of children completing the 
five years of schooling.  Still, all regions can do better. 

20. Education clearly belongs to the Bank's core mandate.  It is therefore 
disconcerting to note that the World Bank lending to education has dropped 
significantly in recent years.  The Bank needs to do more and should rethink its 
priorities.  It will also need to work with other partners to identify respective roles 
and the available resources for financing education.  As suggested by the Bank 
staff, this should be established through country-by-country analysis.   

 

 

 


