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Introduction

Our meetings this week take place in the shadow of further suffering, conflict and
violence; this time in East Timor.  Rapid changes of circumstances -  whether created by human
conflict, natural disasters or economic and financial events -  serve to underline the responsibility
we have, as members of the World Bank and IMF, to respond effectively to the needs of the
poorest and most vulnerable sections of our global society.

Debt

The HIPC Initiative launched three years ago was a serious attempt to address the
problem of debt.  But it has become clear that relief has been too slow, and has failed to secure
the ‘exit’ from unsustainable debt that it was designed to achieve.  Our greatest concern is the
fact that HIPC has failed to free up resources for spending on poverty reduction programmes.

Over the past year, there has been increasing recognition that debt relief is not an end in
itself but must be linked to programmes and policies to reduce poverty in  the Heavily Indebted
Poor Countries (HIPCs). The measure of the Initiative’s success is not how much debt is
cancelled, but how many people are lifted out of poverty. It is important that resources freed up
from debt servicing for poverty programmes are truly additional to existing resources.  Only in
this way will HIPCs  be able to help us achieve the international development targets - agreed in
a series of UN conferences over the past decade - to halve by 2015 the proportion of the world’s
population living in abject poverty and raise the level of primary education and basic healthcare.

The proposals made by the G8 Summit in Cologne for faster, deeper and wider debt relief
linked to poverty reduction are an important step in enhancing the HIPC Initiative.  We, as
members of the World Bank and IMF, should endorse these proposals.

In looking at ways of strengthening the link between debt relief, poverty reduction and
sustainable development, we need to ensure that indebted countries themselves should be part of
the solution to the debt problem.  Increasingly, they want to understand their own debt position,
take control of it, and adopt the right policies on new borrowing.  We are among those financing
an excellent HIPC Capacity Building Programme which is working with 21 HIPCs to improve
their debt management capacity to ensure that debtor countries have more say in how their debt
relief is delivered.

HIPC countries also need the capacity to collect reliable statistics on their social sectors
to complement the traditional emphasis on economic and financial statistics. Without good
quality information they are ill placed to plan and monitor effective polices to reduce poverty in
their countries and play their part in achieving the global International Development Targets.
They need help to do this. A coordinated and strategic approach towards building sustainable
national statistical capacity is required. We strongly support the work OECD-DAC is doing with
the World Bank, IMF and UN to map out the way forward.

Donors also have an interest in good quality social statistics. To minimise the demands
we place on developing countries we should standardise our requirements wherever this can be
done. The work the World Bank and Fund are doing together on strengthening the social
statistics module of the General Data Dissemination System (GDDS) is a useful start. But this
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needs to be developed and could form the basis of a Social Data Code to enable the IFIs and
other donors to assess the impact of their programmes of support. We call upon the Bank and
Fund to increase their efforts on this and to involve other bilateral and multilateral donors as well
as developing countries so as to meet the needs of all.

We support very strongly the idea that HIPC debt relief should be delivered in support of
Poverty Reduction Strategies in which both the Bank and Fund will participate.  As the G7 said
at Cologne, “the central objective of this Initiative is to provide a greater focus on poverty
reduction by releasing resources for investment in health, education and social needs.” Debt
relief, like aid, must be used to support countries seriously committed to reform and poverty
reduction.  HIPC2 provides a launchpad - equivalent on average to a 9% increase in government
revenue.  We hope this will be not just a welcome financial resource for government, but will
provide a real political impetus to generate a national movement to reduce poverty.  That is why
we have argued so strongly for the bulk of HIPC relief to be made available early as possible in
the process.

Good Poverty Reduction Strategies  will, of course,  take time to draw up. It would be
wrong to rush the process, or make it a condition that such a Strategy is in place  by the Decision
Point.  It should be sufficient that there be a clear process by which an agreed Strategy will be
achieved by the Completion Point, and that the country has implemented two or three key
benchmarks.

Clearly, providing enhanced debt relief will require additional resources.  But the scale of
these should not be exaggerated.  If costs are considered on a year by year basis, it is clear that
they can be managed.  But we must all contribute to this.  To date, the UK is the largest
contributor to the Trust Fund to help the multilateral institutions meet their share of the costs.
We look forward to seeing contributions from our G8 partners, as well as from other  countries
which are already responding generously.  We expect the multilateral institutions to contribute,
too, through allocations of net income generated from lending to middle income countries, and
appropriate reallocation of other resources as necessary.  In addition, the UK -  with the support
of others -  is seeking  a substantial contribution from the European Development Fund (EDF),
using funds which are unallocated.  We believe that debt relief would be a good use of these
resources.  None of this implies, of course, that debt relief is an alternative to official
development assistance.  Even with debt relief, HIPC countries will remain some of the poorest
in the world, and will continue to need aid for many years to come.

These Annual Meetings must ensure, through decisions on finance and on the poverty
link, that the strengthened HIPC2 framework can become operational immediately. It will then
be important to move as quickly as the HIPC governments themselves can reasonably manage.
We should like to see the Bank and Fund  publish a timetable, showing how three-quarters of
HIPCs can reach their Decision Points by the end of next year.

This is a full and important agenda.  It is also a very public one; the eyes of the world are
upon us.  We therefore propose that the World Bank and the IMF establish a joint secretariat to
monitor progress, to help co-ordination, and to report back to the Interim and Development
Committees.  It need not be large - perhaps two or three people.  And, in the spirit of
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coordination and transparency, we believe it would be entirely appropriate that one of these posts
be held by a prominent and respected person from civil society from one of the HIPC countries.

IBRD Capital Adequacy

The ongoing review of IBRD’s finances is important.  It is very timely in the wake of the
large expansion of IBRD lending which took place during the financial crisis and provides an
important opportunity to assess financial capacity in the context of the future role which we
envisage for IBRD.

We believe strongly that the principal objective of Bank lending should be to contribute
effectively to the achievement of the International Development Targets.  The review must
consider carefully how far a continued expansion of lending is required to achieve this objective.
It must consider, against this, what can be achieved by improving the distribution and quality of
lending programmes.  A careful assessment of the Bank’s future role in financial crisis is also
necessary, and this must take into account the changes that are now taking place in international
financial architecture, which suggest this role may not need to be as substantial as over the last
two years.  We believe there is scope for more focused thinking on these issues and the
implications for financial capacity than perhaps has so far been applied.

The review must also develop a hierarchy of options for improving financial capacity
starting with those which, although they might be modest in terms of their overall impact, have
wide support and can be implemented quickly with little cost.  As we move down this hierarchy
the discussion will become more difficult, but it will be important to develop a menu in which
the burden of strengthening capacity is carefully shared between borrowers and shareholders.

For the moment we have drawn the conclusion from the analysis which has so far been
presented (including the very recent improvement in the IBRD finances) that there is no
immediate requirement for major action to rebuild IBRD’s financial capacity, including through
a capital increase.

World Bank Support for Strengthening International Architecture

We commend the efforts that the Bank and the Fund are making to work more closely
together -  in particular, the new  arrangements that they have put in place for dealing with  the
financial sector. These are, we understand, working well.  Britain is pleased to have been able to
provide some expertise to the World Bank to work on financial sector liaison.  We would now
urge the Bank to consider whether these reforms could be deepened, and also whether they might
serve as a model for other areas of collaborative work, for example, on HIPC.

We welcome the work the World Bank has done on Principles and Good Practices in
Social Policy. It is essential that these efforts are now translated into operational effect as quickly
as possible.   As part of this process,  we believe that the World Bank needs to publish the paper
before us today, as a substantive document along with the draft paper on the Principles which we
discussed in April of this year.  The link between the Principles and Good Practices might, we
suggest, be a subject for discussion at the next meeting between ECOSOC Ambassadors, and
World Bank/IMF Executive Boards.
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Corporate governance is a key component of the new international financial architecture.
However, it is clear that there are many different models of good corporate governance,  one size
does not fit all. For this reason, we welcome the proposal for a Global Corporate Governance
Forum. This  should enable progress to be made in a strategic and collaborative manner. But it is
an ambitious programme. It requires the involvement of developed and developing countries, as
well as a willingness from the public and private sector to undertake the necessary reforms. By
bringing together the OECD, World Bank, multilateral development banks, Commonwealth
Association and many others, we shall be able to draw upon the experience and expertise which
exists across the world. The benefits of a strong business environment which will strengthen the
prospects for long-term economic growth can then be realised.

Developing Countries and the International Trade Agenda

This Committee needs no reminding of the crucial importance of international trade in
development.  The contrast between the development success of countries which have pursued
policies of openness and the disappointing performance of closed economies speaks volumes
about the importance of outward looking development policies.  The outward-oriented
developing countries have, notwithstanding the setback of the Asian crisis, made huge strides in
banishing poverty.  Closed countries have experienced an inexorable rise in poverty.

Those countries which have chosen the path of openness have benefited immensely over
the last three decades from the steady reduction of tariff and non-tariff barriers to international
trade which has occurred under the aegis of the GATT, and now of the WTO.  We underline the
essential role which the WTO is now playing and must continue to play in preserving the gains
of past trade Rounds, and in developing, through consensus and on an incremental basis, new
rules and disciplines which further erode the remaining tariff and non-tariff barriers to world
trade.

It is therefore vitally important that developing countries participate actively in the
forthcoming trade Round.  Developing countries are a majority of members of the WTO, and so
can have a big say in the future effectiveness of the organisation.  It is up to all members to
ensure that the organisation remains a bulwark against the fragmentation of the world into
trading blocks, or its division into separate tiers of states following different trade policies and
different  disciplines. It is up to the developed world to take a lead in improving  market access
for developing countries. We strongly support the EU’s commitment to provide duty free access
for essentially all products exported from LDCs by the end of the next Round. We call upon
other  members  to match this commitment at the Seattle Ministerial meeting  in November.

Developing countries have a legitimate and strong interest in the further opening of
developed country markets for agricultural and manufactured goods and for services.  They also
have a legitimate interest in influencing the evolution of multilateral trade regulations, so that
they are practicable and relevant to their needs, and provide further opportunities for their
exports to surmount.  Developing countries also have an interest in using the WTO framework of
disciplines to demonstrate their own credibility in the eyes of investors and traders, and thus to
position themselves more advantageously in an expanding global economy.
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The interests of developing countries are diverse.  Some are primarily concerned with
market access for their agricultural exports; others with lower tariffs and protection from
opportunistic anti-dumping duties and others concerned mainly to strengthen their supply side
and to attract more inward investment.  For this reason the forthcoming trade Round must have a
comprehensive agenda, to ensure that all parties to the WTO have the opportunity of reaping
advantage.  Trade liberalisation can provide win-win gains for the countries involved.

However, a new Round may create practical problems for some countries. How are they
to cope with the negotiations, and how are they to implement new agreements, when they have
still to complete the implementation of Uruguay Round agreements?  All countries which open
their markets to foreign competition need to make adjustment in the short term to get the benefits
from higher growth and prosperity.  It is therefore right and proper for developing countries to
request practical assistance from the developed world as they approach the new Round.

The UK strongly supports the EU’s proposal that there should be a commitment of more
resources, notably from the World Bank, for technical assistance and capacity building, and that
there should be closer co-ordination in this between the Bank, the Fund and the WTO.  It warmly
welcomes the constructive response to the EU’s initiative by the managements of the Bank and
the WTO, and the decision of the Bank to mainstream trade in its country strategies.

We believe, however, that this higher level of support for developing countries
shouldnow be given a high political profile.  This will reassure those countries which doubt their
ability to cope with the new Round, and promote a shared interest in its success.  Assistance
programmes might also mitigate the short term costs of adjusting to market opening and to
heightened competition from abroad.  We suggest that the donor community, under the
leadership of the Bank, should consider how to take this forward in the run up to Seattle.  We
should identify specific mechanisms to enhance the accessibility, transparency and credibility of
these proposals. This would build on the approach of the existing Integrated Framework of trade-
related help but would extend it to all developing countries, as the EU has proposed.  It would
widen its scope to include adjustment assistance and accelerate its response time.

We have no blueprint of how this might work  but there are elements in the Special
Programme for Africa and the Consultative Group on Aid for the Poorest which might be
relevant models.  The results of this work could be outlined in the form of an action plan to be
presented alongside the Joint Declaration.

Conclusion

There is a new sense of energy and commitment in the international community at
present to tackling poverty and to see that the International Development Targets are achieved.
The vision provided by the Comprehensive Development Framework sets out at least part of the
means for this. The closer relationship between the Bank and Fund in responding to the needs of
the poorest and most vulnerable is an important development and provides a strengthened
opportunity to make a real impact.


