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 The global economic environment has certainly deteriorated since we last met and our 
two institutions now face new challenges. As we mentioned last April, substantial uncertainties 
were then already on the horizon as projections for growth in industrial countries were being 
scaled down and economic prospects for many developing countries in the next few years were 
not encouraging. The tragic events of September 11 have now added new uncertainties and 
posed new policy challenges for both developed and developing countries as well as for 
international institutions.  We therefore welcome this timely discussion of the immediate 
situation that confronts us all,  while also giving due attention to the other important topic for 
discussion, relating to the longer term issue of poverty reduction and development financing.  
 
Impact of Recent Events and World Bank Response 
 
 In assessing the impact of recent events on developing countries, account should be taken 
of the serious ramifications of the global slowdown in 2001 that the economies of developing 
countries were already experiencing. As the documentation shows, all the three major world 
economies were entering into a simultaneous slowdown, and the outlook for 2001 was 
deteriorating.  World trade growth was projected to go down sharply from 13 percent to 2 
percent; non-oil commodity prices were expected to fall by 7 percent; capital market flows to 
developing countries were being cut sharply, with no growth in foreign direct investment; and, 
most significantly, a large reduction was projected in the GDP growth of developing countries in 
2001, from 5.5 percent to 2.9 percent.  Such a reduction of 2.6 percent in the developing 
countries’ growth rate was bound to have a pervasive impact on developing country prospects, 
adversely affecting poverty. 
 

On future prospects, and not withstanding the uncertainties, the documentation shows 
that, despite the tragic events of September 11,  the overall medium-term economic outlook 
remains favorable and that developing country economies will grow next year, though by 
somewhat less than previously expected, with more robust growth projected for 2003.  This 
favorable outlook is rightly attributed in part to the aggressive policy response to the 2001 
economic slowdown in the major economies and the policy reforms in many developing 
countries over recent years.  This aggressive policy stance needs to continue, in order to foster 
and sustain the expected recovery, while additional measures should be taken to address the 
specific needs of the countries and sectors most affected by the recent tragic events, a task that 
undoubtedly requires concerted international action and an active and flexible response from 
international institutions. 
 

In this respect we commend the managements of international institutions for moving 
ahead in contacting affected countries and coordinating their approaches. It is also heartening to 
see that the Bank Group recognizes the variety of country situations and the need for flexible 
response, especially given the rapidly evolving circumstances.  The Bank’s paper provides a 
sound assessment of the direct and indirect impacts of recent events that the Bank might need to 
address, and rightly covers such specific areas as refugees, tourism, and remittances, as well as 
trade and commodity markets, including oil.  The suggested instruments for Bank lending in 
response to the expected demand are sufficiently varied to be able to respond to different country 
situations.  The Bank also has adequate capacity to deal with current circumstances, although 
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monitoring is needed in order to ensure that demand for resources remains manageable as 
conditions change.  
  
 In looking forward, we note the increasing attention to be paid to Anti-Money-
Laundering (AML) measures, including the Bank’s expanded analytic and advisory services.  
 
United Nations Financing for Development Conference (FfD)  
 
 We welcome the active part that the Bank and Fund have taken in the preparatory work 
and discussions for this important Conference, and for providing our Committee with the paper: 
this provides the basis for our contribution to addressing the substantive issues on the FfD 
Conference agenda.  We strongly endorse the objectives of the Conference that seek to lay down 
the means to reach the goals of the UN Millennium Declaration of halving poverty and achieving 
meaningful gains in education, health and other social goals over the coming fifteen years.  As 
the paper has demonstrated, these goals are an integral part of the mandate of the Bank and the 
Fund, and the two institutions can make a substantial contribution in many of the major areas of 
the Conference agenda. 
 
 The five themes suggested for Conference attention are appropriate as they build upon 
sound policies and governance, and are closely related to Bank’s and Fund’s experience and 
mandate.  Achieving the core objective of the Conference, mobilizing public and private capital 
for development, indeed depends upon improving the investment climate for private investment, 
expanding market access for developing countries, enhancing aid effectiveness through such 
means as harmonization, mobilizing additional resources for public goods that benefit both 
developed and developing countries - and, most importantly, generating the political will to 
make available the required official development assistance to meet the costs of meeting the 
development goals. 
 
 As shown in the paper, these costs are substantial: the objective of halving poverty in the 
coming 15 years requires doubling the annual flow of ODA in real terms, and a further large 
amount is needed to achieve the education and health objectives. This certainly requires a major 
effort by the donor countries and we hope that the FfD Conference will provide the opportunity 
for a strong global political commitment to meet this challenge. Regarding the suggestions as to 
how to allocate the additional resources to the country categories mentioned in the paper, there is 
a need for more consideration. Further consideration is also needed in case difficult 
circumstances, including weak institutional capacity and the external environment, prevent 
recipient countries from satisfying the policy requirements for access to the additional assistance.  
 
 One issue that also merits attention is the developing countries’ level of input into the 
international decision-making process, which does not reflect the increasing importance of 
developing countries in the world economy. More participation by developing countries should 
strengthen the partnership between donor and recipient countries and improve the policy 
dialogue.  
 
 
HIPC/PRSP Progress Reports 
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The Bank Group has continued to improve its poverty reduction focus with the widening 

use of Poverty Reduction Strategy Papers (PRSPs) and the ongoing efforts to improve their 
quality and address the implementation issues that have arisen.  The report shows that good 
progress has been achieved since the introduction of these strategy documents.  A large number 
of countries have completed their Interim PRSPs and some have completed full PRSPs.  As 
rightly pointed out in the report, the general experience indicates that the timetable for 
developing full PRSPs may have been unrealistic.  

 
This and other issues of implementation should be covered in the planned review of the 

PRSP approach to be provided at the upcoming Spring meeting.  This is important,  not only for 
its relevance to the Bank Group’s poverty reduction strategy, but also for the increasing 
relevance of the full PRSPs to the pace of implementation of the HIPC debt initiative. 

 
We welcome the progress in the implementation of the this initiative, which has 

contributed substantially to the reduction of both debt stock and  debt service of an increasing 
number of poor countries.  However,  we are also concerned to note that, since we last met, 
fewer countries than expected have reached their completion points, owing to the more difficult 
circumstances and the longer time needed to develop the required poverty reduction strategies.   

 
We look forward to seeing more countries reaching their decision and completion points 

in the coming months, as is now anticipated, and to more concerted efforts to face the challenges 
confronting the implementation of the initiative.  These include maintaining long-term debt 
sustainability, ensuring that countries remain on track in their poverty reduction programs, 
covering the difficult cases of the post-conflict countries and mobilizing the necessary resources 
to fund the rising costs of the initiative, as described in the report.  In this respect, donor 
institutions in our region continue to make concerted efforts to alleviate the debt burden of their 
clients and to contribute to the HIPC initiative while recognizing their own financial constraints 
arising from global market conditions, as well as the need to maintain financial integrity of the 
institutions and their ability to continue to provide other development assistance.  

 
Harmonization of Operational Policies Progress Report 
 

In contrast to the report submitted at our last Spring meeting, this report does show 
progress.  Working groups have identified differences among donor institutions and have moved 
towards the second stage of developing good practices at the country level.  The Report also 
shows better understanding of the various concerns and a clearer indication of what needs to be 
done, by whom and when.  We welcome the efforts that have been undertaken by the Bank 
Group and other institutions in this regard. We look forward to a consensus being formed, on 
how to implement common operational principles that will help ease the burden of recipient 
countries arising from the multiplicity of procedures that have been required by the donor 
community.   

 
The task of adopting the right approach to harmonization and moving ahead is, however, 

far from easy and the report rightly points out that reaching full consensus among donors will be 
a technically complex and sensitive process.  There are numerous donors and clients with 
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different systems, cultures, objectives and historical backgrounds.  The repercussions of adopting 
the wrong approach or forcing the pace of implementation could be counterproductive.  

 
As I mentioned during our last meeting, harmonization should therefore be based on what 

is realistic and feasible, avoiding over-harmonization and over-standardization. We should pay 
full regard to the views of different borrowers and different donor institutions, and steer away 
from prescriptions beyond the capacity of many borrowers and donors.  We continue to 
underscore this balanced approach. 

 
In looking forward, the report has provided a good basis for moving to the next steps in 

developing good practice principles that can be voluntarily mainstreamed in donor institutions’ 
work, and in adapting them for implementation in specific borrower country context.  In this 
respect, more effort should be made to ensure that a wider spectrum of regional and bilateral 
institutions are involved in developing good practice principles, and that more weight should be 
given to the views of developing country partners.  We also recall that, at our April meeting, we 
encouraged all development partners to rely increasingly on the borrower governments’ own 
planning and budgetary processes, helping to strengthen these systems and processes where 
needed.  The Bank Group can certainly play a vital role in this respect. 

 
Progress Towards Education for All  
 
 We welcome this report that describes the progress achieved on education and the issues 
that confront the achievement of the Education for All (EFA) targets of achieving universal 
primary education and eliminating gender disparities.  We also welcome the increasing 
recognition by policy makers and international fora of the potential contribution of education to 
income growth and poverty reduction, and for the need to do much more in this regard at both 
the country and international levels.  The task is certainly far from easy, with over 100 million 
children being out of school and there being one billion illiterate adults worldwide.  
 
 In order to reach the education targets, the report correctly notes that one cannot follow a 
“business as usual” approach, and that there is a need for intensive and coordinated action.  It 
points to the need for additional financial resources, both domestic and external, and emphasizes 
experience showing that success significantly depends upon establishing a sound policy 
framework for the education and other related social sectors.  Such a policy framework, 
however, should not be used as a rigid requirement for external financing, especially for 
countries that have inadequate capacity.  The Report also suggests moving from focusing on 
enrolment rates to targeting primary education completion rates and quality and learning 
outcomes, suggestions that research substantiates and which should be given serious 
consideration. 
 
 We look forward to the discussion of these issues at our next April meeting,  and 
particularly to an elaboration of Bank’s policy on education, especially in view of the sharp fall 
in its lending over the past two years.  
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