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INTRODUCTORY NOTE
The Fiftieth Annual Meeting of the Board of Governors of the International Monetary Fund was held in Washington, D.C. from October 10
through October 12, 1995, jointly with the Annual Meetings of the Boards
of Governors of the World Bank Group. The Honorable Paul Dossou, Governor of the Bank and the Fund for Benin, served as Chairman.
These Proceedings include statements presented by Governors during
the meetings, resolutions adopted by the Board of Governors of the Fund
over the past year, reports, recommendations, or communiques issued by
the Committees of the Board of Governors at the time of the meetings, and
other documents relating to the meetings.
Statements by the Governors are listed in alphabetical order by country
on pages vii and viii, and a list of abbreviations used in the statements and
documents is given on page 306.
LEO VAN HOUTVEN
Secretary
International Monetary Fund

Washington, D.C.
November 1, 1995
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ADDRESS BY THE PRESIDENT OF
THE UNITED STATES1

Bill Clinton
On behalf of the United States, it's an honor to welcome you to Washington for your Fiftieth Annual Meeting. And I am especially pleased to
have the opportunity to speak to this group at a moment when you can see
the fruits of your labors.
Ordinarily, accomplishments of great institutions like these come
slowly. Yet today, the visit of President Zedillo of Mexico reminds us that
in only nine months, with the help of the international community, Mexico has pulled back from the brink of financial disaster. After one of the
most severe financial emergencies in the postwar era, Mexico again is on
the road to stability and growth. The Mexican stock exchange has recovered. Inflation is stable, interest rates are down, and international markets
have been reassured. And most impressively, in only seven months, Mexico was able to return to private capital markets.
As you have heard, President Zedillo has announced that Mexico will
begin repaying its short-term debt with a $700 million installment this
month, well ahead of schedule. Mexico's success is a tribute first to President Zedillo's leadership, his courage, and his government's steadfast
commitment to carry through tough economic reforms, though they have
required great sacrifices from the Mexican people. They have borne these
sacrifices—the austerity, the increased unemployment in the short run—
with the hope that they will pay off in long-term growth and to better lives
that ordinary Mexican citizens deserve.
That, of course, is the hope of people throughout the world—the hope
we must address; the hope to which we must give reality as we move into
the next century.
The international financial institutions—the IMF, the World Bank,
the Inter-American Development Bank—all your swift and decisive support for the stabilization package played a vital role in bringing this hopeful moment to pass. I particularly want to thank Mr. Camdessus for his
leadership.
The United States also acted decisively. We acted decisively for Mexico and for America. For helping Mexico helped to protect one of our
biggest export markets and 700,000 jobs that depend upon our trade with
Mexico. It helped to prevent an economic collapse that could have caused
1

Delivered at the Third Joint Session, October 11, 1995.
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serious dislocation along our 2,000-mile border, and had a grave impact on
our common efforts to limit immigration to legal immigration. But more
importantly, it was the right thing to do, because the United States and
Mexico are neighbors. The truth is, in the global economy of the twentyfirst century, we are all neighbors.
Helping Mexico not only prevented a national crisis, it prevented this
national crisis from turning into a multinational catastrophe, by arresting
the spread of uncertainty throughout the world's emerging markets. At that
time, which many of you will remember well, every sign on exchanges in
South America, in Asia, in Europe, registered a looming disaster for the developing countries. Those emerging markets support more than three million American jobs. They're essential to our economy and to the wellbeing of our people, but they're more important for our common
commitment to a more peaceful, more democratic, more free world.
In many of the nations embracing free enterprise for the first time, the
very ideas that underpin market economies were thrown into doubt, into
severe doubt, by the Mexican crisis. Open markets, privatization, deregulation—these things came under a cloud of suspicion. The decision of the
countries in the developing world—Central and Eastern Europe, the newly
independent states of the former Soviet Union, and other nations—to embrace these ideas has been one of the great achievements of this century.
No American leader could allow one setback in one nation to undermine
this tremendous wave of history.
But I ask you to remember also that the Mexican crisis put into high relief tensions that are less evident in many, many emerging economies
throughout the world in the new realities of the twenty-first century. It, therefore, provides for us a powerful reminder of why we must continue to lead in
the face of these extraordinary new challenges and these new opportunities.
History will look back on us and judge how well we responded to this
time of intense economic transformation. It is the most intensive period of
economic change since the Industrial Revolution. The revolutions in communications and technology, the development of non-stop global markets,
the vast currency flows that are now the tides of international business—
all these have brought enormous advantages for those who can embrace
and succeed in the new global economy.
But these forces have also made all our societies more vulnerable—to
disturbances that once may have seemed distant, but which now directly
affect the jobs and livelihoods in every nation in the world, from the richest to the poorest. The unbridled forces of the global market make it more
difficult for every nation to sustain the social contract; to sustain individual opportunity for all citizens; to keep families strong; to keep communities thriving; to keep hope alive.
The truth is, in this new world there are powerful forces of integration
and powerful forces of disintegration. And as we approach the twenty-first
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century, we must adapt our thoughts and our actions to this new reality. No
nation can turn its back, and we will all have to work together if we want
the promise of the twenty-first century to outweigh its peril in every nation
in the globe.
The trend toward globalization, after all, has far surpassed anything the
great figures of Bretton Woods could have imagined. Interdependence
among nations has grown so deep that literally it is now meaningless to
speak of a sharp dividing line between foreign and domestic policy. In the
United States, when we think of economic policy, we can't divide that which
is domestic from that which is global. When we think of security policy, we
know that our efforts to combat terrorism, whether it's in the World Trade
Center incident or in Oklahoma City, have very much in common with our
efforts to help our friends around the world to deal with a bus blowing up in
the Middle East or a vial of sarin gas being broken open in a Japanese subway, or in so many other instances that all of you can well relate to.
We simply must adjust the world's financial architecture to these new
conditions. We must forge a system strong enough, yet flexible enough, to
make the most of the historic opportunities and the historic obligations before us.
Billions of people, after all, in Asia, in Latin America, in Africa, in
Europe, who are turning to democracy and free markets need to see that
there can be tangible benefits from their decision, and a better life after
breaking the shackles of the past.
Today, a child born in Bangkok, or Buenos Aires, or Johannesburg enjoys the possibility of a vastly better life than his or her forebears could
ever have imagined. But to redeem that promise, we must work to exalt the
forces of integration and to overcome the forces of disintegration that globalization brings. We must see that a future crisis like Mexico's does not rob
children of better lives before those lives ever get started.
Fifty-one years ago, at another moment of historic change, President
Roosevelt urged our Congress to approve the Bretton Woods agreements.
He drew a dark picture of—or a clear picture of stark contrast. The choice
he said then was—and I quote—"between a world caught again in a maelstrom of panic and economic warfare, or a world that will move toward
unity and widely shared prosperity." "This point in history," he said, "is full
of promise and of danger." Today, as we stand on the verge of a new century and confront a radically new international economy, I say to you that
we are at a point of history full of promise and of danger.
To master the challenge before us, we must focus our efforts on expanding trade, improving investment and capital flows, and promoting sustainable development here. And we must do it in the context of our devotion to human freedom and democracy.
In the last two and a half years, our administration, working together
with many of you in this room, has taken tremendous strides toward opening
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world markets and promoting global growth. First, we tried to become a better international citizen by putting our own economic house in order. When I
became President, our government deficit was $290 billion a year, claiming
capital from around the world that needed to be properly put to other uses,
and keeping interest rates unnecessarily high. In three years, that deficit has
been reduced to $160 billion a year, and we are working in good faith to bring
our budget into balance across the party lines here in America.
Second, we promoted a higher rate of growth, led by investment and
free of inflation, with the result that we now have the best combined rates
of unemployment and inflation in the United States in 25 years.
Third, we worked with like-minded people throughout the world to
advance the cause of global trade. We have worked to increase our exports, to create high-wage jobs, to improve our own standards of living
and those of other nations, and to sustain growth. We brought the Uruguay
Round into force. We made the North American Free Trade Agreement
(NAFTA) a reality. Our trade Ambassador, Mr. Kantor, has negotiated
over 80 other separate bilateral trade agreements to expand trade. We are
forging agreements with the Asian Pacific region and with the Americas
that mean that early in the next century trade will flow freely over most
of the Earth.
The best way to grow our economies is to expand trade. Our experience shows that. In the last three years, there has been a stunning explosion in American exports, up 4 percent in 1993, 10 percent in 1994, and 16
percent in 1995. At the same time, global trade has increased over 12 percent over the last three years, and the United States, as we have sold more,
has been in a position to buy even more from other countries all around the
world.
This is not an abstract concept. This makes a difference in the real
lives of people throughout the entire globe. Opening markets has helped to
create almost two million American jobs here in our own economy. But as
barriers fall elsewhere, our ability to trade, our ability to purchase others'
exports, our ability to invest in other countries have created many, many
more jobs in other nations around the world.
We have to do more, of course. We have to maintain our efforts to resolve trade disputes and to fight protectionism. I am pleased to say that
with the establishment of the World Trade Organization we have made real
progress toward removing barriers and preventing conflicts.
Ironically, just when the advantages of expanded trade have become
so dramatic, we are again hearing the voices of retreat here in our own
country. There are those who say that America should simply erect a wall
and live within its own borders economically; and when it comes to foreign policy, we should just go it alone. But, my fellow citizens of our
shared planet, economic interdependence is a fact of life. The goal must be
to have it benefit all people, consistent with our shared vision for a world
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of freedom and peace and security and prosperity, consistent with shared
values of responsibility and opportunity for all people, of stronger families
and stronger communities, of nations with sustainable levels of economic
growth that preserve our common environment.
That is what is happening all over the world today. I could just give
you one example that coincides with President Zedillo's visit. We have a
company called U.S. Filter in Palm Desert, California, with only 50 workers. But they have jobs because the Mexican city of Cuernavaca is buying
a water treatment system from their company. We are fostering growth,
trade, jobs, and sustainable development. We must do more of that, and
turning away from one another is not the way to achieve that objective.
Mexico understands this. When the trouble hit earlier this year, because of NAFTA Mexico did not turn back and close its markets as it did
during its 1980s crisis. Back then, it took Mexico almost a decade to recover. But because Mexico has stayed on course, it is on the way to recovery now. There will be no lost decade for Mexico because of its own
policies and because of the work done in the international community to
assist it to recover. This can now be a decade of opportunity springing from
short-term sacrifice.
Mexico's troubles and the other recent events have shown that reforms
in the international financial system have to continue: We don't have this
all worked out as it needs to be. We should spread the benefits of financial
integration around the world so that more and more borrowers have access
to capital markets. We have to devise better ways to prevent financial crises
and to cope with the crises that inevitably occur. People will turn away
from free markets if they feel helpless, if they feel that they are simply
pawns in a global game of winner-take-all, rather than partners in a global
endeavor that seeks to make it possible for all to win.
Since the peso crisis, we have moved from crisis management to institutional reform. At the Group of Seven summit in Halifax, we put forward far-reaching proposals to help the international financial institutions
meet these new needs. They aim to increase disclosure of nations' financial information and identify possible crises early, before they rock the
world economy. And they include steps to mobilize the international community quickly when future crises occur. Next time there's a problem like
Mexico's, the system will be better prepared.
I am pleased that over the last few days, the broader membership of
the IMF has endorsed these proposals, made them more concrete, brought
them closer to implementation. I thank you for that, and I congratulate you
for it.
Fulfilling the hopes of this moment demands that we also renew our
efforts to help those who still suffer the curse of poverty. Development that
improves standards of living, strengthens democracy, conserves resources,
and restrains population growth; development that lifts people up and
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builds societies of citizens and consumers, not victims and dependence—
these objectives benefit all nations, rich and poor.
To succeed, we must change the approaches of the past to meet the demands of the future. The international financial institutions, the multilateral development banks, must continue to sharpen their focus on giving all
people the chance to make the most of their own lives. That means investing in education, in health care, in other programs that attack the roots of
poverty. It means responding to the problems that were highlighted in such
stark and clear relief at the Beijing Conference on Women. It means encouraging private sector development. It means that our development programs must support democracy, accountability, and the rule of law. It
means we must have a common global commitment to environmental protection and sustainable development.
Developing nations must shoulder their own responsibilities—sticking to sound economic policies, liberalizing trade practices, creating financial markets that work, and above all, being the primary investor in the
human capacity of their citizens. Achieving these goals will require the
banks to continue reforming their own operations and striving for greater
efficiency.
Jim Wolfensohn is devoting all of his famous energy to that task. I
thank him for it and for carrying forward the work of his fine predecessor,
Lew Preston. I applaud Jim's progress and look forward to further accomplishments in the months and years ahead from the World Bank.
Before closing, I'd like to say just a few words about the United
States'commitment to helping the poorest nations of the world help themselves through our partnership in the International Development Association. It is simple—the IDA is essential. Its loans provide a crucial tool for
nations that seek to escape from poverty to sustain growth. It serves our
fundamental values, as well as our economic interests, by lowering trade
and investment barriers, supporting private sector growth, opening the
markets of tomorrow, and giving people a chance to succeed.
A lot of people don't remember this, but the IDA was the brainchild
of President Eisenhower. He believed deeply that when, as he put it, "people despair that their labor will ever decently shelter their families or protect them against disease, peace and freedom will be in danger—and the
seeds of conflict will be sown."
For decades, Democrats and Republicans shared President Eisenhower's sentiments, and they supported IDA. Unfortunately, that is no
longer always the case. Many in the Congress have forgotten that IDA recipients of yesterday—countries like South Korea, Indonesia, Turkey,
China, Chile—are today among America's most important trading partners; are among America's most important strategic partners working for
global security. Those who are reminded of this perhaps will be tempted to
change their position. But I want to say clearly that those who are deter-
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mined to make reckless cuts in the funding of the United States for IDA
should look at the facts. They should remember the vision of a great Republican President, Dwight Eisenhower.
Today's despair breeds tomorrow's conflicts. Resolving the funding
for dealing with today's despair will save the world and the United States
a lot of money and perhaps even precious lives in the future. Restoring
funding for IDA is one of our administration's top priorities because it is
the right thing to do. Of course, it serves our interest, but it is the right
thing to do.
And let me assure you, if you believe as I do that balancing our federal
budget will permit higher levels of growth in the United States and throughout the world, then this is a good investment. And it is not necessary—not
necessary—for the United States to walk away from its commitment to balance the national budget. Don't let anybody tell you that it is.
When these two institutions opened for business, the IMF and the
World Bank, there were 38 nations standing behind them. Even then, John
Maynard Keynes likened the affair to the Tower of Babel. Well, today,
there are 180 nations represented here. But even though we are larger in
number and some of us are larger and more wealthy than others, this increase in numbers does not mean that any one of us, including the United
States, can afford to detach itself from the business at hand and hope that
others will take up the slack. More than ever, we must all participate in the
reform of the international economic system, and we must all do our part.
In a world that grows rapidly closer, every one of us is called upon to
help harness the forces of integration for the benefit of our people and to
make the forces work for all our communities and for the community of
nations that is increasingly bound together. Only then can we fulfill the potential of the advances in technology and trade and knowledge. Only in
that way will we defeat the forces of disintegration, extreme nationalism
and ethnic strife, isolation and protectionism.
I believe that the twenty-first century will be the period of greatest
possibility in all human history. I hope it will be a period of unparalleled
growth, achievement, prosperity, and human fulfillment; it certainly has
the potential to be.
What these institutions do in the next 20 years will have a large say in
what the twenty-first century looks like for all the people of the world.
What we do individually, as nations and leaders, will have a large say in
what that world looks like.
The institutions that we honor today and that you participate in deserve and require our support. They also deserve and require our best efforts to make constructive changes to meet the new opportunities and the
new challenges we face.
We must—we must—lay the foundation for prosperity, security, and
freedom that will benefit all the people of the world well into the next
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century. These next few years are a critical point, a historic turning point.
And if we do our job, the history of the next century will be less bloody
than the history of the twentieth century, and even more filled with prosperity and freedom and common human decency.
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OPENING ADDRESS BY THE CHAIRMAN OF
THE BOARDS OF GOVERNORS AND
GOVERNOR OF THE BANK AND THE FUND
FOR BENIN1
Paul Dossou
It is indeed an honor for me to welcome you to the Fiftieth Annual
Meetings of the World Bank Group and the International Monetary Fund.
I would like to take this opportunity to remember fondly and with great appreciation the life and work of Lewis Preston, whose dedication to the goal
of reducing poverty in the developing world guided the World Bank Group
for nearly four years. Mr. Preston's vision of an open institution, flexible
enough to respond to the different needs of member countries but also sufficiently accountable to its shareholders, is an ideal to which we all aspire.
It is with great pleasure that I now welcome Mr. James D. Wolfensohn,
who has taken up the mantle of leadership of the Bank Group. I applaud the
energy, enthusiasm, and vigor with which you have accepted the challenge
of the responsibility you have assumed. This is a "chance of a lifetime"—as
you have so aptly put it—to make a difference in the lives of millions of people throughout the world. I wish you success in the tasks ahead and assure
you on behalf of the Board of Governors of our fullest support and cooperation during your tenure. Let me open these deliberations by extending a
warm welcome to the delegation from Brunei Darussalam, who will be joining our institutions during the course of these Annual Meetings.
We have come together once again at a time when the Bretton Woods
"sisters," the World Bank and the International Monetary Fund, have an
increasingly important role to play in a world where economic relations
have grown ever more complex, multibillion-dollar business transactions
are carried out in record time, and Internet reigns supreme, and still, 1 billion people live in abject poverty, 140 million people are unemployed, and
1 billion are underemployed. In these circumstances, what does this globalization of the world economy mean for our institutions and for the developing countries and countries in transition? It surely brings new challenges and opportunities for all countries, regardless of their stage of
development. It also underscores the need for a global partnership among
the players so that we all might benefit.
We have some weighty matters to discuss in the next three days. The
statements we make and the decisions we take will be scrutinized and
1

Delivered at the Opening Joint Session, October 10, 1995.
9

©International Monetary Fund. Not for Redistribution

10

SUMMARY PROCEEDINGS, 1995

analyzed by the media, by our critics, and by our supporters. What will be
important is how we translate our words into concrete measures that have
measurable and sustainable results. To set the stage for our discussions,
please allow me, as Chairman of these Meetings, to take a few minutes to
highlight some of the opportunities and challenges our countries are facing,
the progress made to date, and the role the Bank Group and the Fund should
play in meeting those challenges and sustaining the achievements.
World Economic Outlook
Following a brief pause this year, the economic expansion in the industrial countries now seems likely to continue. However, it is important
to note the differences among countries. For example, while continental
Europe, North America, the United Kingdom, and Australia are expected
to enjoy moderate growth with continued low inflation in the months
ahead, Japan continues to grapple with its most serious slowdown in half
a century. Over the past year, exchange rates among the currencies of the
major powers have shown marked changes. Given the keen interest of all
our countries in exchange rate stability, we welcome the orderly correction
of imbalances that has taken place recently, bringing the exchange rates of
the dollar, the deutsche mark, and the yen closer to levels that are consistent with economic fundamentals. In order to make wise use of the present
expansion and avoid repeating the mistakes of the 1980s, it is imperative
for the industrial countries to reduce budgetary deficits and tackle structural weaknesses, particularly in their labor markets, health care systems,
and public pension programs. Such actions on their part would clearly represent an important contribution to the world economy as a whole.
The current projections for continued buoyant growth in the developing countries are encouraging, but there is no room for complacency.
Again, it is important to distinguish among the various groups of developing country members and the particular issues they face. Following the
rapid expansion in Asia over recent years, some of these countries face the
danger of overheating. Although the recent crisis in Mexico will undoubtedly weigh heavily on the short-term growth prospects of some Latin
American countries, they stand to gain over the longer term if they heed
the lessons learned—namely, by putting in place macroeconomic and
structural policies geared toward promoting domestic savings and nondebt-creating capital flows, and by adopting appropriate prudential banking and financial regulations.
Indeed, we—as the international financial community—should carefully examine the events surrounding the Mexican crisis in order to glean
important guidelines for the future. In welcoming the rescue package put
forward by the international community—including the Fund, the Bank,
and the United States—which seems to have successfully contained the
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contagion effects of the crisis and improved the prospects for an early recovery—we must heed the warning signals emanating from this earthshaking event. It is, indeed, imperative for us, individually, to address domestic imbalances, correct financial sector weaknesses, and pursue
prudent debt-management strategies; collectively, we must carefully study
the parameters of our fully integrated world economy and quickly put in
place the early warning devices and procedures needed to prevent such
crises from occurring in the future.
While the outlook for transition economies is encouraging on the
whole, it is striking to note the extent to which performance has varied across
countries according to the progress they have made in macroeconomic stabilization and reform. Those who have lingered behind in the effort to address domestic imbalances and structural weaknesses can take clear encouragement from the early reformers. At the same time, however, we must
recognize that considerable challenges remain for all the economies in transition. I call on the international community to help those countries attain the
foreign investment and market access needed to propel the transition process
forward and further strengthen their prospects for sustained growth.
Africa in a Global Economy
Let me turn for a moment to my own region. Unquestionably, the
scale and intensity of human tragedy that has engulfed sub-Saharan Africa
is tremendous. However, Africans do not accept this situation as irreversible. While the challenges facing African nations remain Herculean,
progress has been made and continues to be made. Countries of sub-Saharan Africa are beginning to reap the fruits of their long-term efforts to put
in place appropriate adjustment policies, often in the context of programs
supported by the Fund and the World Bank. Macroeconomic reforms such
as exchange rate realignments and price controls have proven effective.
Thus, the historic devaluation of the CFA franc on January 11, 1994 has
provided a platform for resumed growth in the CFA franc zone. Per capita
income is rising, especially in those countries implementing economic reform programs. But, this is not the time for self-congratulatory pats on the
back. The road before us is long and hard. We must not lose sight of the
fact that African countries continue to struggle under the burden of a heavy
debt overhang. External debt has actually increased over the past decade,
despite the debt relief efforts of the Paris Club and other creditors. The
debt burden of sub-Saharan Africa totals $145 billion and annual debt service, $10 billion. This represents 255 percent of the value of Africa's exports and 83 percent of its gross national product.
We know that we cannot sit back and wait for the rest of the world to
rescue us. We also know that we must resist the temptation to rely excessively on external sources of financing. Finally, we also know that a number
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of changes must occur if Africa is not to be totally marginalized in the global
economy. Let me highlight three critical areas where greater effort on the
part of Africans and their governments is absolutely necessary.
First, while maintaining economic stability, African governments must
improve the efficiency with which public funds are allocated and utilized
for human capital development. Our most valuable resource is our people.
Internal capacity-building is a critical ingredient for development. Access to
quality education and health facilities must be available to all of our citizens
so that they are intellectually and physically prepared to participate fully in
the local as well as the global economy. Second, public sector and civil service reform and institutional development efforts are key to the successful
implementation of development programs and must be accelerated. The
management of basic public services must henceforth draw upon African
capacity. Last, development strategies developed by African countries must
be environmentally sustainable. Every effort must be made to protect our
fragile ecosystems, our forests, and our waterways.
These three key areas will require significant attention and greater effort in coming decades. I also could mention the need to promote private
sector development more vigorously, the importance of ensuring that agricultural production is more efficient, and the need to pursue greater regional integration, among others. The African continent is rich in human
and natural resources. With concerted effort, we can one day become economically viable. However, for the time being, African nations remain dependent on external finance—aid as well as loans and investment. A dynamic partnership among the African people, African governments,
donors, and international business is needed to realize the potential of
Africa in the coming years.
Benin
I should now like to say a few words regarding the experience of my
own country, Benin. Benin forms part of the West African Economic and
Monetary Union, together with Burkina Faso, Cote d'lvoire, Mali, Senegal, and Togo. With a total surface area of some 2.6 billion square kilometers, the Union has a population of 60 million inhabitants and per capita income of approximately $360.
In 1962, these same countries joined together in a monetary union,
known as the West African Monetary Union (UMOA), so as to be able to
exercise their monetary sovereignty within a broader framework. To this
end, they adopted a common currency, the African Financial Community
or CFA franc, the issue of which was made the responsibility of a single
institution, the Central Bank of West African States. Other functions of the
UMOA are to centralize exchange reserves, ensure the unrestricted circulation of currency and transfers, and harmonize monetary, banking, and fi-
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nancial regulations. Since 1989, this body of regulations has been liberalized, and monetary policy is now based on market mechanisms:
• Interest rate policy, in conjunction with a system of reserve requirements, and central bank auctions on the money market are now the
instruments of monetary policy.
• Credit controls have been abolished, and the terms applicable to bank
deposits and lending have been liberalized. Banking and prudential
regulations have been modernized in accordance with the principles
and recommendations of the Basle Committee, a standardized chart
of accounts reflecting international practices will come into effect on
January 1, 1996, and establishment of a regional financial market is
under consideration. In 1990, a regional supervisory organization, the
UMOA Banking Commission, was set up to oversee banking activity. Finally, where financial relations with other countries are concerned, our exchange regulations impose no restriction on current
payments or on capital inflows that are in compliance with national
regulations relating to investment. In particular, repatriation of employment and capital income is totally unrestricted.
In the 1980s, Benin faced the most difficult economic and financial crisis of its history. The economy slumped, per capita income plummeted, and
economic and social infrastructure deteriorated rapidly. Internal and external imbalances worsened. These difficulties, caused by ill-suited policies
over a prolonged period of time, were exacerbated by a steep fall in the
terms of trade after 1985 and erosion of Benin's external competitiveness.
Despite the seriousness of the crisis in this political context marked by
a militaristic, Marxist, interventionist single-party system, the first structural adjustment program was concluded in 1989, at a juncture in which
the outlook for the Beninese economy was dismal indeed. The main objective of the program—to create the conditions for a sustainable recovery
of economic activity—could not be achieved owing to the severity of the
crisis and impediments to the implementation of the necessary measures.
The Government, headed at that time by Prime Minister Nicephore
Dieudonne Soglo, undertook the dual challenge of political democratization and economic reform. In July 1991, the second structural adjustment
program was launched with the firm support of the International Monetary
Fund and the World Bank. Benin successfully implemented its economic
reforms, and growth has not flagged since then. In point of fact, from a rate
of-2.9 percent in 1990, we confidently expect growth between 6 percent
and 7 percent by the end of 1995.
The Government of Benin continues to face the same problems common to all of Africa: the need to increase investment, control inflation, resolve unemployment—particularly among the young and especially the recent graduates of our universities and vocational schools—and the
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persistent problem of indebtedness. It is to be hoped that the negotiations
with the Paris Club will lead to an agreement that will make it possible to
accord preferential treatment to the outstanding debt of a country such as
Benin, which has courageously and willingly embarked on a path of economic reform. But we are aware that much remains to be done, and we
hope to accomplish this with the support of the international financial community and our development partners.
Role of the Bank
The case for development remains compelling, as demonstrated by
the success stories in all regions and by the overwhelming poverty that still
persists in many parts of the world. The multilateral development banks
and other development agencies must coordinate their operations to maximize the benefits to the world's poor. Despite the increase in private flows
to some parts of the world, multilateral development institutions have a
major role to play in countries that do not attract such flows. The World
Bank continues to spearhead development aid efforts. The role of the Bank
Group has changed and must continue to adjust to the increased scale and
complexity of the development agenda. Indeed, a message that has
emerged loud and clear over the past year is that the need for a flexible and
efficient Bank Group is greater today than ever before.
In this regard, I welcome the initiatives that have been undertaken by
the Bank to cooperate with other agencies and organizations to address
some of the new challenges created by changing global circumstances. For
instance, the Bank will contribute up to $30 million of program financing
for the establishment of a Consultative Group to Assist the Poorest
(CGAP)—a microfmance program that will provide grants to qualified institutions that provide microcredit and savings services to the world's poorest people. The participation of the poor in credit and savings systems has
proved to be an effective means of job creation and income generation. In
addition, the Bank has established a fund, the Initiative for Information and
Development (InfoDEV), which will supply independent advice to governments and others trying to join the information revolution. Given the growing importance of information infrastructure to economic development, InfoDEV will help enable the developing countries to gain access to relevant
and timely advice about telecommunications reform and the potential of
new information technologies. In another critical area, I welcome Mr.
Wolfensohn's commitment to strengthening the Bank Group's partnership
with the UN agencies, local communities, women's groups, and nongovernmental organizations (NGOs) that focus their efforts on the education of young women. He has said recently that contingent on an adequate
IDA replenishment, the Bank Group will commit about $900 million per
year for the education of young women.
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I welcome the attention being given to the issue of the multilateral
debt of the poorest countries. I strongly urge that the discussions about a
solution to this critical problem, which were begun recently, be continued.
All of the foregoing points to the same conclusion: our efforts to reduce poverty and improve the living standards of the world's poorest must
be strengthened. I, therefore, urge the donors to conclude swiftly the negotiations for the IDA replenishment and to agree on a satisfactory, that is,
sufficient, level in relation to ever-increasing needs. Private capital flows
are welcome, but they are not a replacement for IDA funding in many regions of the world. The growth of IFC activities is a sign that more and
more member countries are taking steps to promote and strengthen their
private sectors. The Multilateral Investment Guarantee Agency continues
to promote the flow of foreign direct investment to developing member
countries to finance and support their economic growth.
Role of the Fund
It is clear that surveillance over the international monetary system and
members' policies will remain the core of the Fund's work for the immediate future. In addition, the Fund's financial base must be carefully monitored to ensure that it is well equipped to fulfill its functions in an increasingly uncertain world economic environment.
In encouraging the Fund management and staff to strengthen this surveillance, we must bear in mind that the effectiveness of Fund surveillance
ultimately depends on the willingness of members to cooperate fully with
the Fund, both in making timely economic data available and in formulating domestic policies that are well designed in terms of their substance and
consistency.
As the production and timely publication of accurate economic data is
essential not only for effective surveillance by the Fund, but also for efficient policymaking in individual countries, I encourage all members to
make every effort to improve their infrastructure for data management. The
Fund will also have to stand ready to provide technical assistance to help
members produce the key data required for economic and financial analyses so that appropriate decisions can be made.
I encourage the Fund management and staff to improve continuity in
the surveillance process. Regular analyses of policy interactions and the
systemic implications of domestic policies in the major industrial countries
are critical to effective Fund surveillance, given the impact of their policies
on the global economic environment.
I applaud the recent efforts of the IMF—under the guidance of its
Managing Director, Michel Camdessus—to adapt its policies and facilities
to meet the growing demands of our globalized world economy. In the wake
of the Mexican crisis and recent events in other countries, the Executive
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Board of the Fund has begun to pave the way for the creation of an emergency financing mechanism, which—combined with strengthened surveillance—could enhance the Fund's ability to forestall crisis situations and to
respond rapidly with appropriate support for members facing external
shocks. It has also begun to study appropriate operational guidelines under
which the Fund could provide temporary support for currency stabilization
funds, when needed to underpin members' stabilization efforts, by helping
to inspire necessary market confidence.
Over many years now, the enhanced structural adjustment facility
(ESAF) has proved to be invaluable in providing vital assistance to many of
the poorest developing countries. Given the plight faced by these countries
and the regrettable continuing decline in official development assistance,
the continuation of the ESAF—and, indeed, the establishment of a self-contained ESAF—will be essential as the centerpiece of any strategy to address
the problems of those poor members who are heavily indebted, particularly
to multilateral institutions. I would also like to encourage the Fund to pursue its efforts to improve the mechanisms for coordination among international agencies, bilateral donors, and creditors involved in assisting countries in post-conflict situations; I endorse the recent proposals to expand the
guidelines on emergency assistance to include such situations.
Over the months ahead, we must bear in mind that the need to
strengthen the role of the Fund in the world economy is closely linked to the
need to strengthen its financial base. Recent developments in global financial and exchange markets and the uncertainties concerning the Fund's current liquidity projections underscore the need to strengthen the Fund's resources. In this context, the work on the Eleventh General Review of Quotas
should be accelerated to the extent feasible, while paying due regard to the
balanced distribution of quotas among different country groupings and regions. The Fund should also proceed with further consideration of a new allocation of SDRs, which could preserve the SDR as the main reserve asset
while addressing equity issues for those members who have not participated
in previous allocations. Finally, I encourage the Fund to pursue an enlargement and extension of the General Arrangements to Borrow as another
means of safeguarding its liquidity position as it faces the challenges ahead.
Conclusion
We have a heavy agenda before us. Our deliberations over the next
three days could and should have important consequences for the future of
the global economy. I hope each of us will rededicate ourselves to the pursuit of a global partnership in which we all can benefit from the opportunities that are presented by the new world order. On this hopeful note, I
hereby open the Fiftieth Annual Meetings of the World Bank Group and
the International Monetary Fund.
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OPENING ADDRESS BY THE PRESIDENT
OF THE WORLD BANK GROUP1
James D. Wolfensohn
In this, my first Annual Meeting, it gives me great pleasure to welcome you to Washington—and a very special welcome to the delegation
from Brunei Darussalam, which today will become the Bank's 179th
member country.
I am greatly honored by my appointment as president of the World
Bank Group, and I wish to thank you for the confidence you have shown
in electing me to this position. Elaine and I pledge to work hard and, with
your help, to make a contribution to the dream that we all share: a better
world for our children.
Let me say at the outset that I feel greatly privileged to be working
with my friend, Michel Camdessus, who is giving me so willingly the benefit of his immense experience.

The Bank Group has a distinguished record of achievement. Since my
arrival four months ago, I have visited many countries and projects, and
have been gratified and encouraged by the strong partnership that exists
between us, our clients, and our member governments.
I have learned that development is a tough and complicated business. After fifty years of operation, and with new leadership, it is a good
time for the Bank Group to take stock. The world around us has changed,
and its expectations from, and demands on, our institution have become
ever more complex. I regard this as a difficult period, but one of enormous opportunity.
One thing is clear: we must continue to act—so that poverty will be
alleviated, our environment protected, social justice extended, human
rights strengthened, and women's rights advanced—all in the cause of a
more just and peaceful world. We must ensure that our organization functions at the highest level to achieve these goals.
In embarking on this task, I am very conscious of the sadness we all
feel at the tragic loss of my predecessor, Lew Preston. Lew was a great
banker and humanitarian. He loved the Bank, and he and Patsy worked hard
'October 10, 1995.
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to improve its effectiveness and enhance its reputation. We are grateful for
all that Lew gave to the institution, and we would like Patsy and the family
to know that he will always be remembered with affection. In particular,
Lew's belief that educating girls is the best investment that a country can
make is recognized in the special program for Girls'Education recently established in his honor.

What then will you expect of me after my first few months with the
Bank? Weighty pronouncements? Massive reorganization plans? Headline
news? I hope not.
What I am about to give is a progress report, an indication of my approach to my new responsibilities, and some insight into the direction in
which I would like to lead the Bank.
A Sense of Direction
To gain a sense of that direction, I have spent about a third of my time
in these past four months travelling to our borrower and donor countries—
talking and listening to government leaders, business people, nongovernmental organizations (NGOs), farmers, trade unionists, students, mothers,
and children. My wife and I have visited dozens of the projects that the
Bank is supporting, and a number of images have stayed with me:
• the woman entrepreneur that I met in the small town of Katwe,
Uganda, converting banana peels into charcoal briquettes for sale—
and using the proceeds to improve her community; she had all the
pride of the chairwoman of a multinational company, as she shared
with me her pencil-written records;
• villagers in the arid province of Gansu, China, to whom a Bankfinanced project delivers water through a 50-kilometer system that
traverses mountains and valleys; those villagers are using their own
resources—in partnership with government experts—to invest in
agriculture, roads, and education for their children;
• I met slum dwellers in Port-au-Prince, Haiti, and in Salvador, Brazil,
working—with our help—to install clean water and sanitation and
thus contribute to their own health and productivity, while protecting
their environment.
I saw enormous challenges: the monumental power and fragility of the
Amazon and the damage done by people in need of land—and in need of
hope. Schools in Africa, with 90 children in a class working ten-to-a-book
and two-to-a-pencil. The appalling conditions facing the people of Gaza,
where incomes have been stagnant for a decade, and yet, where investment
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and job creation must be part of any lasting peace. The islands of the South
Pacific, where our environment is under attack as foreign entities seek to destroy natural forests for profit—without any long-term concern for the future
of the islanders.
While my odyssey is not complete, I have learned of the tremendous
diversity among the Bank's clientele: dynamic growth in East Asia and
parts of Latin America, but not enough growth in much of Africa; the
unique challenges of transition in Eastern Europe and the former Soviet
Union; and the special needs of states that are either failing or struggling
to be born—from Burundi to Bosnia.
I have learned that the real test of development can be measured not
by the bureaucratic approval process, but by the smile on a child's face
when a project is successful. I have learned of the power of development
when people are given the chance to participate in it. Most of all, I have
learned that there is nobility and capacity in the people we are trying to assist—and that there is a vital need for the World Bank Group to help with
the huge, unfinished development agenda.
The developing countries deserve our support for moral and social
reasons. But they also need our support because they represent future
growth for us all. And equitable growth means stability for our planet.
If the Bank Group is to be as effective as it can be in contributing to
this goal, it must adjust to new conditions. And the key question guiding
change is this: what are those client needs where we can make the critical
difference? What do you, our members, need from us today, next year, and
five years and more from now?
As I attempt to give a sense of my current thinking, let me organize
my remarks along the following lines:
1) What is the context in which the Bank operates today?
2) What is the role of the Bank in development now, and in the coming years?
3) What can the Bank do to achieve its objectives in an effective and
accountable manner? and
4) What immediate and early initiatives are we taking?

A. The Environment in Which the Bank Operates
We are, of course, operating in a context that is vastly different from
ten or even five years ago. The post-Cold War era has witnessed perhaps
the most momentous changes in economic history:
• country after country has moved away from commands and controls
to the greater use of markets;
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• the rapid expansion of trade and technology has accelerated global
integration, with the developing countries contributing 75 percent of
the growth in world exports in recent years;
• there has been a transformation in private capital flows, now three
times official development assistance;
• and as democracy has swept the world, a host of new players have
added their different strengths to the cause of development: in the private sector, among NGOs, in local communities, and in civil society.

All of this has raised expectations of development, and made the potential for development greater than ever before. And yet, the challenges,
too, are growing.
We have made good progress on poverty reduction in several areas—
in East Asia and some parts of Latin America. But there are still 1.3 billion
people living on a dollar a day or less. Adequate sanitation and electricity
are still beyond the reach of two-fifths of the world's people.
This shocking poverty is fueled by continuing rapid population
growth—increasing by more than 80 million people a year, 95 percent of
them in the developing countries. And it is compounded by the threat to
biodiversity and the environment—with continued profligate waste in the
developed world and new challenges in the developing world.
Given current population and urban growth rates over the next generation, industrial output and energy use in the developing countries will increase fivefold—with the risk of irreversible environmental damage. Scientists agree that the hole in the ozone layer presents a threat to global
warming, and they tell us that 1994 was the hottest year in 20,000 years.
We must heed the warnings of the Rio Summit—and act to protect the
world for our children.
I have been encouraged by the high priority now being given to the
environment by more and more developing countries, and by their increasing requests for the Bank's assistance in this area. The richer nations—since they are the greatest polluters—must share this burden.
Progress is being made—through collaboration on the Global Environment
Facility, for instance. But much more remains to be done. Without environmental protection, development can be neither lasting nor equitable.
My commitment to the task is unequivocal.
The fundamental problems of equity between rich and poor nations also
exist in regions that are growing dynamically. In Latin America, the poorest
20 percent of the population receives less than 4 percent of the income, and
has even less of the assets. In other regions too, the gap between rich and poor
is getting worse. The distribution of the benefits of growth presents one of the
major challenges to stability in the world today. Social injustice can destroy
economic and political advances. This is a challenge that must be addressed
by the governments and leaders of the countries with whom we work.
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We must learn more about the "why" and the "how" of income distribution. We must measure progress not only in GDP per capita, but in social
and environmental benefit per capita—as we are seeking to do in some of
our most recent work. And we must be aware of the close relation between
peace and development—and war. We cannot ignore crises such as Bosnia,
Gaza, and Rwanda and the challenges they present to the world development community.
The Challenge to IDA: The Need for a New Compact
It strikes me as bitterly ironic that just as we are reaching a consensus
on how to address these challenges in our changing world, the threat to development assistance has never been greater. I refer here specifically to the
funding crisis facing our concessional affiliate, the International Development Association—IDA.
As you know, IDA's basic constituency is the world's 3 billion poorest people. Ninety percent of its lending goes to countries with per capita
incomes below $600. Using its global experience, IDA is the advisor to the
poorest countries on their economic reforms; the largest investor in their
education and environmental programs—and in other vital areas, such as
helping to combat AIDS.
With the help of IDA-supported projects, in the last several years
alone, malnutrition among infants was cut by half in 6,000 villages in
India. Over 6 million textbooks were distributed to primary schools in
Africa. And millions of women and children in Central America received
basic nutrition.
In these ways and more, IDA is the backbone of the international effort to help the world's poorest nations help themselves. And yet, despite
the record, there is a serious question about the fulfillment of some donor
commitments under IDA-10. Budget cutting by the U.S. Congress has led
to delays, and probable large reductions in the size of the contribution by
IDA's leading donor. And for every dollar cut by the United States, IDA
could lose a total of five dollars—as other nations reduce their contributions proportionately.
This means that if Congressional estimates of a U.S. cut of approximately 50 percent materialize, overall donor contributions to IDA this coming twelve months could be reduced from $6 billion to under $3 billion.
Achieving an adequate IDA-11 for the next three years will be extraordinarily difficult if IDA-10 is reduced so drastically. This is not only a threat
to IDA, it is a threat to the long-term viability of multilateral financing for
development.
As Michel Camdessus has pointed out, if there is a seriously underfunded IDA, we will be faced with a world of increasingly unstable nations. Some of the Ministers here today will have to abandon plans for
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building human resources, expanding education for girls, increasing clean
water supply, investing in infrastructure, or for moving soldiers out of the
barracks and into small farms. There are so many urgent tasks.
The donor community needs to understand the costs of an underfunded
IDA. We must explain that world citizenship has a price, and that IDA is central to the whole development process. National budget cutting exercises in
the developed countries must give due weight to international considerations. Money saved now for domestic purposes will lead to huge costs later.
It is in the donors'own self-interest to maintain an adequate level of support.
Obviously, IDA and its partners in government and civil society must
be accountable—and must be seen to spend scarce resources wisely and
well. There must be a "compact": that in return for the donor community
ensuring that IDA has adequate resources, recipient countries and the Bank
must ensure that those resources are used even more effectively. Projects
must be well managed and corruption eliminated. In addition, we need to
provide better information about the benefits of this important work to
donor governments—and to their voters.
The Problem of Debt
As well as resource constraints, some of the poorer countries face serious problems of overhanging debt. Yes, private capital flows have exploded, but more than 80 percent of them have gone to only 12 countries.
Private investment is not yet the answer for these poorer countries.
We know that there are QO universal solutions to the problem of overhanging debt. There must be a case-by-case approach. With current instruments, we are already providing resources to help the majority of indebted
countries meet their needs for both debt service and repayment. But for a
small number of countries, the debt overhang remains just too great. And
as it grows, new lending becomes less effective.
Roughly a quarter of the poorest countries' debt is owed to multilateral
institutions. We must, therefore, review the options to address the problem
of the countries that cannot escape from their debt overhang. You all know
that the Bank and the IMF are studying the issue. Together, we expect to
make some recommendations to our Boards—and bring our conclusions to
the Development Committee at the spring meetings. The issue is difficult
and the options are many. But we believe that it merits serious attention and
deserves a clear indication of what the Bank and the Fund can recommend.
But let me repeat: the crucial need to free up more resources—whether
in reducing multilateral debt or replenishing IDA—must be matched by the
track record and commitment of the recipients to sound policies and effective, transparent implementation. This must be our compact.
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B. The Role of the Bank in Development
What is the Bank's role in this compact—now and in the future? As
you know, the Bank has evolved throughout its history, from an agency for
postwar reconstruction fifty years ago, to our role today as a global development institution. Recently, I visited Japan, where evidence of the Bank's
assistance is manifest—as it is in over two dozen other countries that have
"graduated" from requiring our help.
As the needs of our members have changed, the Bank has changed to
meet them. The Bank group of institutions is one result of that. I have already talked about the crucial importance of IDA. But there is more to the
Bank Group than IDA. And there is more to it than just lending.
There is the International Bank for Reconstruction and Development
(IBRD), whose original genius remains as valid, if not more valid, today than
it was five decades ago: to borrow on the financial markets in order to fund
long-term development through loans to governments; to use its guarantee
power to mobilize additional private capital; and to transfer the lessons of development experience across countries. Like my predecessors, I am committed to sustaining the IBRD's triple-A status as a borrower—because that
is the bedrock of our effectiveness, which allows us to play our triple role: as
lender, adviser, and partner to our clients whose projects we assist.
There is the International Finance Corporation (IFC), which last year
made loan and equity commitments of close to $3 billion to help develop
the private sector in 67 countries. For every dollar IFC invested, six additional dollars were leveraged from other sources. But this is far from being
the only measure of IFC's effectiveness. The range of its services is growing dramatically: from advice on capital market development in Vietnam,
to assistance with the privatization of agriculture in Russia. And it continues to push ahead on "frontier" issues of private finance: support for small
businesses in Africa, or establishing a biodiversity fund for Latin America.
Looking to the future, I believe IFC can extend its reach—and expand its
development impact.
There is also the Multilateral Investment Guarantee Agency (MIGA),
founded in 1988, whose goal is to stimulate private investment by insuring
against noncommercial risk. In six short years of operation, MIGA has leveraged total investment of close to $9 billion in 36 countries. The only constraint on it doing more is its very conservative capital and gearing ratio—
which I would hope to take up with our shareholders at a future point.
The IBRD, IDA, IFC, and MIGA are seeking to develop new products
and instruments so that we can maximize the benefits for our clients. We
have demonstrated our flexibility in a number of dramatic ways during this
past year: from helping to strengthen Mexico's financial sector during the
peso crisis, to helping establish a new micro-finance program for the
world's poorest. To be even more responsive to our clients' diverse needs,
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however, we need to strengthen our organization along "group" lines—to
take advantage of our collective services and experience. And that is one
of my priorities.

From our past experience, we have found in country after country that
sound economic policies are essential for stimulating growth, creating
jobs, and helping the poor. We have learned that investing in people, particularly through education programs, is the principal engine of social and
economic progress. We have seen how powerful the contribution of women
is—as the main agents for change in their families and communities. We
know that infrastructure—power, transport, and telecommunications—is
essential, and we will continue to support it as appropriate. At the same
time, we have realized how critical the need is to protect the earth's fragile environment—our land, our forests, our water. And we recognize the
great present dangers of drugs and organized crime.
For me, the big lesson from a review of our history and from my travels
is that there is no single solution. I have seen how interlinked the pieces of the
development puzzle are. Our programs need to be part of a comprehensive development strategy, and rooted in a country's individual needs. It is in this
context that our experience can be of critical importance to our clients.
Let me take one example which I saw in a village in Mali, where an
IDA-supported agricultural project has helped farmers to increase their
yields. Still, they need storage capacity, and transportation to market. They
need a marketplace which is fair, and a distribution system which is not
monopolistic. They need access to credit, and training in how to run their
own small businesses. Beyond this, they need a legal system to protect
their rights, help in setting up facilities for education and health, and a stable economic and political climate.
The Government of Mali understands all this. But each part of the
puzzle poses different problems, and imposes different demands on capacities—both financial and managerial. What I have seen has brought home
to me the complexity of development, and the benefits that can be realized
when all the pieces fall into place.
Solutions must be systemic.
Learning from others'experience is one of the keys. The Bank Group—
because it is global—is uniquely placed to assist with the networking of development experience: agricultural extension from India to Uganda; private
pension funds from Chile to the Czech Republic; macroeconomic lessons
from Malaysia to Ghana.
The ideas are legion. The lesson is straightforward: advice is as important as money. And one of the Bank's greatest strengths is that our advice is independent. Governments trust us.
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Looking to the future, I see the Bank Group's central role as helping
to bring all this together in a systemic approach to development: the ideas,
the financing, the people—and a knowledge of all these components and
of a successful development program. There is an extraordinary opportunity for this institution to leverage its unique capacity: to integrate development and make it truly sustainable.

C. Greater Effectiveness and Accountability at the Bank:
A Results Culture
While we have had notable success in the past, the Bank's senior management and I agree that we can be even more effective in the future: by
sharpening our focus on the issues we are tackling—and judging our performance by impact in the field. Of course, orderly process in the consideration of projects is critical. But results are what matter. I believe we can
strengthen the rigor of both our analysis and our implementation. We must
be prepared to be held accountable—and to reward our colleagues by the
tests of the marketplace.
This will help us, in turn, to be more effective in achieving our basic
mission: to reduce poverty and improve the quality of peoples' lives. You
have heard me say that we can judge development impact by the smile on
a child's face. We must organize ourselves—whether it be our private sector work, including IFC and MIGA, or our activities on environment and
human development—to deliver on that smile.
We must also acknowledge that we operate in the new world I have
tried to describe—with new clients and new demands. Some of them have
access to new alternatives in terms of money and advice. We think this is
terrific. Our job is to make sure that we complement these alternatives—
and stay relevant.
To do that, we have to change the way we do business. We must
focus on our clients and results, and break the armlock that, I sense, bureaucracy has placed on this institution. If we do that, then we will create a more profound change than any structural reorganization. I am talking here of liberating the talent and commitment of our wonderful
staff—and harnessing that directly to development. In short, creating a
results culture.

Let me outline some of my early thinking on how to get there:
• Externally, we can and must build stronger partnerships.
• Internally, we can and must be a center of excellence.
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The Power of Partnerships
From my experience in the private sector, I know the power of partnership. This was reaffirmed during my recent travels:
• In the Loess Plateau of China, I saw peasants working with government specialists, as well as with the Bank, to protect this immense
part of the global commons.
• I saw partnerships too, in Chiapas, Mexico, where history has cruelly denied many people the chance of an adequate life. Working
with the federal and provincial authorities, the Inter-American Development Bank (IDB), the private sector, research institutes, and
NGOs, we are making a new effort to alleviate poverty and relieve
social tension.
• In the West Bank and Gaza, I saw our expanding involvement with
the United Nations and the European Union—to help build the
bridge between peace and development.
I know that the Bank is already an experienced partner. But I believe
we can go much further. And we can start by working more closely with
our shareholders and donors. Here, our Executive Directors play an indispensable role.
We must also deepen our collaboration—as we have begun to do with
the UN system, the IMF, and the World Trade Organization (WTO). We
can expand our cooperation with the private sector—which plays such an
increasingly important role in development. And we can do much more to
reach out to NGOs and civil society. Let me also pay tribute to the regional
development banks with whom we work, and to their leaders who have
given me so much advice and help.
To be a good partner, we must be ready to listen to criticism and respond to constructive comment. There is no place for arrogance in the development business. As I said before, it is just too tough. I want to have a
Bank which is open and ready to learn from others—and which holds itself accountable. In that context, I regard our independent Inspection Panel
as a valuable asset.
We must listen as we formulate our plans of action. Our friends are a
great help. We cannot be fully effective, however, if our critics will not listen to us before they assess our positions and actions. Unconstructive and
vitriolic criticism from outside does not help the people we are trying so
hard to assist—and it creates a climate of resistance inside the Bank.
Everywhere I have traveled, I have met with representatives of the
NGO community and civil society. We are really interdependent. But we
must build our mutual trust. I am committed to this endeavor.
Of all our partnerships, we must remember that the most important is
that with the governments to which we lend—and the people that they
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serve. It is a point worth repeating: we must get closer to our clients. This
will mean continuing to strengthen our field presence, while maintaining a
very strong base at the center. At the same time, we must be mindful that
the projects we finance are not World Bank projects—they are Chinese, or
Haitian, or Malawian projects. It is for the Bank to support and advise on
them. But it is for the countries to own them and be responsible for them.
Our commitment can only work with your commitment. Partnership
is the key.

Excellence
Let me turn from the Bank's search for new partnership, to the search
for excellence.
As I see it, there has been too much emphasis on lending volume, and
not enough on results on the ground; too much focus on economic reports,
and not enough on the effectiveness of the policy dialogue; sometimes we
have thought that solutions to our clients'problems lie in Washington, rather
than in the field. Making development impact the measure against which we
want to be judged—and judge ourselves—is my most important task.
As a step toward this, we must review our personnel and reward policies, and invest more time and money in education and training for management and staff. I know that we have a long history in facilitating learning for our clients. Last year alone, our Economic Development Institute
reached 7,000 people from 137 countries through its seminars and programs—and a multiple of that number through its training of trainers.
But much, much more can and will be done to create an internal learning culture—through exchange of best practices and expanded training in
educational institutions and businesses throughout the world. It is also my
intention to increase opportunities to enrich our culture inside the Bank
through more appointments to management and staff from outside the
Bank—both on a permanent and medium-term basis.
We will accept nothing less than absolute standards of excellence. We
wish to be the best in our business. Continual renewal of skills and constant
focus on the needs of our clients will enable us to meet those standards.

D. Our Immediate Initiatives
I have spoken of four main themes:
• the need for a new compact: to ensure that resources are sufficient to
meet the needs of the world's poorest people—and to ensure that
those resources are used with maximum efficiency;
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• the need to take an integrated approach to development, bringing together its different strands to ensure sustainability;
• the need for the Bank Group to strengthen and expand its partnerships—global and local;
• and the need for us to develop further our institutional culture—to
focus on excellence and results.
If this is the general direction, my immediate priorities in the coming
months will include:
• First, doing everything in my power to ensure that IDA's funding is
sufficient to meet the essential needs of its recipients—and to prevent the global effort to reduce poverty from suffering an irretrievable setback. I ask for your exceptional help in that effort—in both
IDA-10 and in the planning for IDA-11.
• Second, we will work with the IMF and others to help resolve the issue
of multilateral debt for the most highly indebted, poorest countries.
• Third, we will accelerate and deepen the effort to work with existing
and new partners—with specific measures to reach out to the private
sector, NGOs, and civil society.
• Fourth, we will launch the process of institutional change.
• Fifth, we will enhance our work with clients to attract private and
public investment in high-quality projects. This will include initiatives in capacity building in governments, strengthening legal and
accounting systems and property rights, the marketing of opportunities, and the assurance to investors that they will have no nasty surprises in carrying out their plans.
• Sixth, we must anticipate and be organized for post-conflict economic development programs, when war is replaced by peace.

Conclusion: Call to Partnership
A last word: I see the Bank itself, fundamentally, as a partnership—
because it belongs to the world, to all of us. We who work here offer you
our hard work and commitment. In return, we need your support.
Once again, let me say how proud I am to head the Bank Group, and
how much I appreciate the opportunity to contribute to the dream that we
all share—of a better, more peaceful, and more just world.
Together, we can make it a reality.
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PRESENTATION OF THE
FIFTIETH ANNUAL REPORT
BY THE CHAIRMAN OF THE EXECUTIVE BOARD AND
MANAGING DIRECTOR OF THE INTERNATIONAL MONETARY FUND1
Michel Camdessus
I join Jim Wolfensohn in welcoming you all, and especially the representatives of Brunei Darussalam, our 180th member country. Apart from
being the Fiftieth Annual Meetings of Governors, these are Jim Wolfensohn's first meetings as President of the World Bank. It is a great pleasure
for me to be working with him to maintain, and strengthen yet further, the
vital partnership between our two institutions. We all have much to gain
as he applies his unique skills with his—literally—Olympic energy to his
new responsibilities. May I also join in paying tribute to Lew Preston: the
world has lost, with him, a wise, a committed, a great man, and the Fund
and I have lost a friend, a generous, a faithful, a caring friend.

Our Fiftieth Annual Meetings! Last year in Madrid we started celebrating the Fiftieth Anniversary and reflected on the evolution of our institutions. Everyone agreed that they have central roles in addressing the challenges that the world faces. And a lot of attention was given to the question
of how the Fund needs to continue evolving in our increasingly globalized
world economy. But not many of us then perceived the urgency of that
question. Little did we know how soon and how rigorously we would be
tested, by the Mexican crisis that erupted last December—a crisis truly of
a new kind! Yes, a crisis without precedent; so, let me begin with a few
words on it. Then I will turn to the strategy we need in order to address the
challenges it reflected—the risks and opportunities of globalization.

The crisis showed how sudden and strong the pressures can be in
today's globalized markets. It also showed what the Fund, with the support
of its membership, can do to give confidence to a country tackling a crisis
with strong policies. The Fund responded quickly: our Board approved
»October 10, 1995.
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the arrangement six days after the completion of negotiations. And it responded strongly, with financial assistance that was unprecedented by any
measure.
Understandably enough, a number of you were surprised by our response and raised questions. For the record today, let me state the following:
(1) the Fund acted not in response to any kind of pressure but—as it always
does—in the interests of the membership as a whole; (2) even though the financing provided was exceptional in its size and in the procedures by which
it was arranged, the package was entirely consistent, in all its elements, with
the rules of the Fund; and (3) even though the decision was taken rapidly, it
was considered carefully and deeply. The alternative was clear: in Mexico,
immediate exchange controls, or a debt moratorium, or both; and outside
Mexico, the risk that the crisis would spread in a few days—or even hours—
to many other countries, with potentially devastating effects on capital flows
and confidence.
Now, in October, we see the adjustment that Mexico has accomplished; we see that the spillover effects were promptly contained; and we
see that capital flows to developing countries have resumed. These were
our objectives. We all hope that the Fund will not have to undertake another operation like it for a long time. But the handling of crises is, after
all, an important part of what the Fund was created to do. And, needless to
say, we were most gratified when the Halifax summit, drawing lessons
from Mexico, urged the Fund to establish a new "emergency financing
mechanism," to streamline further the procedures we followed in the case
of Mexico. This is now in place.
But the Mexican crisis demonstrated a need for more than just emergency
procedures. It signaled that the IMF and its membership need a comprehensive
strategy to meet the challenges presented by our increasingly globalized world
economy. What should this strategy entail—in your countries, and for the
Fund? These are the two questions on which I now want to focus.
How Should Your Countries Face Globalization?
Globalization gives rise to fears in many quarters. And we all know
how such fears can lead to suspicion, protectionism, and to policies that are
ultimately self-destructive. Such fears cannot be allowed to frustrate the
great potential of a world in which countries are drawing closer together.
We at the IMF believe that countries can face the challenges of globalization positively, demanding as those challenges may be. Your countries
should not shrink from globalization. Rather, all countries should embrace
its opportunities and rise to its challenges.
All countries can benefit from full participation in the world's markets,
including its financial markets. Protectionist pressures in markets for goods
and services must be resisted and reversed, and the principles of openness
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and multilateralism promoted by the World Trade Organization (WTO), the
Fund, and the Bank must be honored. And financial market integration
should be seen as a positive force: it offers access to global financial intermediation and a stimulus for more competitive and efficient domestic financial sectors, and it promotes efficiency and growth worldwide.
How encouraging it is, therefore, to see that so many developing countries and countries in transition have been freeing up their trade and exchange systems within the framework of our structural adjustment programs! One hundred and seven countries have now made the commitment
to current account convertibility under the Fund's Article Vm, compared
with 80 when I suggested here two years ago that we should put more effort into speeding up this liberalization. Particularly welcome in their ranks
are nine countries in transition in Europe and the former Soviet Union.
What a change from only five years ago! And, globally, more than 60 countries have gone beyond the Articles to open fully their capital accounts.
These countries are embracing globalization. In fact, no country can
afford to forgo the benefits of integration into global markets: the alternative is marginalization and stagnation. But this means that all countries
must take the steps needed to minimize the associated risks, so vividly illustrated by the case of Mexico. More than ever before, countries need
tightly disciplined macroeconomic policies to maintain a stable environment for investors, whether domestic or foreign. And let us not forget that,
while foreign capital can be a useful—and sometimes vital—complement
to domestic saving, it is not a substitute for it: domestic saving remains the
key to investment and sustainable growth. It is also clear that strong financial institutions are essential to avoid market disturbances at home and to
secure an effective defense against external pressures. Competitive banking and financial systems that are sound, well regulated, and properly supervised are indispensable for countries to be able to expose their
economies safely to the pressures that can arise in global markets.
The challenges of globalization, therefore, add to the need for the developing and transition countries to press ahead with their adjustment and
reform efforts. For many, this means creating conditions to attract foreign
financing and use it effectively. But a growing number of countries in Central and Eastern Europe as well as in Asia and Latin America have been
facing a different problem: how to cope with large-scale capital inflows.
Such inflows, especially when they are easily reversible, provide no
grounds for relaxation of adjustment and reform. They should not be used
to finance domestic consumption. In many cases, they call for stronger fiscal discipline; and in some cases, exchange rates should be allowed to take
part of the strain. Many developing countries and countries in transition
also, of course, need to do more to deepen and widen the role of market
forces, and to foster more competitive market environments in order to
promote transparent and efficient mechanisms for resource allocation.
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Is globalization any less demanding for the industrial countries? Not at
all! It adds to the urgency of their taking full advantage of the current expansion to tackle the deep-rooted problems that are limiting the pace, the quality,
and, perhaps, the sustainability of their growth. World economic growth in
1995 will be at least as strong as in 1994, and 1996 could see the strongest
growth in eight years. Let us make wise use of this recovery: this was a central message of the Madrid Declaration, and it must still be heeded. Public
debt burdens are excessive in most industrial countries, and in many they are
still rising despite the current expansion. I applaud the fact that many industrial countries have increased their efforts and commitments to reduce fiscal
deficits; but in most cases, underlying imbalances remain large, and the pace
of consolidation is too slow. More must be done, not only to redress present
imbalances, but also to meet the growing demands of the future. With populations growing older, it has become imperative to reform health care and
public pension systems if they are to be effective and affordable.
Another deep-rooted problem—structural unemployment—must also
be tackled sooner rather than later. Budget laxity and high unemployment
tend to feed on each other. It is essential that now, while cyclical conditions
provide the opportunity, governments do not flinch from the task of improving the functioning of labor markets. How? By reforming regulations
and policies that impede employment creation and job search, and by improving the provision of education, training, and retraining. And all that,
yes, within a framework of budgetary consolidation!
Let me also say that the industrial countries should be encouraged by
their recent success in guiding key exchange rates back toward levels more
consistent with economic fundamentals against a background of appropriate interest rate adjustments. This is surely a reminder, ten years after the
Plaza Accord, of the potential effectiveness of coordinated policies when
the circumstances are right, and of the opportunities that exist to create a
more stable exchange rate system less prone to misalignments. These
lessons are indeed of the highest importance for our world of globalized
markets, where instability reverberates so widely and where all countries
have such a vital interest in international monetary stability. This was the
sense of the message the IMF received, for example, from the last Association of Southeast Asian Nations (ASEAN) foreign ministers' meeting,
and we cannot but be receptive to it.
Monetary stability, macroeconomic discipline, sound financial systems, and efficiently working market mechanisms—these are essential for
all countries that embrace globalization. But they are not sufficient for
any. I referred earlier to the fears that globalization inspires in some quarters. To fight those fears, countries need policies that promote not just
economic efficiency, financial stability, and growth, but also equity and,
yes, high-quality growth. In too many countries, the quality of growth suffers from widening distributional inequalities related partly to high un-
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employment but also to stagnating wages of unskilled workers. And too
many countries continue to suffer from poor governance, corruption, and
increasing crime.
Of course, economic policy can provide only part of what is needed
to rid the world of these blights. But it is a vital part. Let me make just one
point in this connection. To promote equity, efficiency, and sustainable
growth, governments carry an inescapable responsibility for investment in
human capital—through education, health care, and well-targeted social
safety nets—and also for establishing and maintaining honest and effective
systems of public administration, law, order, and justice. If these essential
services are to be affordable, there is certainly no room for unproductive
expenditures—military or otherwise—and wasteful subsidies: they must
bear the brunt of fiscal consolidation.
So globalization demands a lot from governments if it is to deliver its
promise of stronger and higher-quality growth. But what does it demand
from the IMF?
What Must Be the Response of the IMF to the
Challenges of Globalization?
In full cooperation with you, the Fund has been working intensively
to forge a comprehensive strategy to address the challenges of globalization through three interrelated efforts: to strengthen surveillance, to equip
the Fund with appropriate resources, and to enable it to provide effective
assistance to the poorest countries. I wish to report on our progress in these
three areas; it has now been given added impetus by the Interim Committee's meeting last Sunday.
Strengthening Surveillance
The importance of effective Fund surveillance—a constant theme of my
addresses at our Annual Meetings—has increased with globalization. The
world really does need effective Fund surveillance to help prevent crises by
pinpointing policy weaknesses and emerging tensions at an early stage. Surveillance needs to be strengthened, particularly in terms of its continuity, its
monitoring of data, and its attention to capital account developments and financial flows. This has had absolute priority for us over the past six months.
Concretely, and as many of you know from personal experience, we
have adapted our procedures to foster a more continuous, intensive, and
demanding dialogue with our members, including closer monitoring of
developments between consultations. More than 30 countries have this
year received special communications—messages or visits—from myself
or my deputies to press points of concern raised in our surveillance. (And
among those 30 are 6 of the Group of Seven; I'll keep you guessing on
the exception!) Greater attention is being paid to financial flows and their
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sustainability, to countries at risk, and to countries where financial tensions
are most likely to have spillover effects. Increased efforts are being made
to improve the provision to the Fund of data needed for continuous surveillance. And the role of the Interim Committee, as a forum for peer pressure at the ministerial level, is being strengthened.
But of equal relevance to our objective of addressing fully the challenges of globalized markets are our actions to help countries improve the
transparency of their economies and economic policies—in other words,
the comprehensiveness, timeliness, and quality of the information they
provide to the markets. This is a key tenet of the code of good citizenship
in our globalized marketplace. This is why I welcome the Interim Committee's endorsement of our intention to finalize soon a set of standards
that will guide countries on the publication of statistics, so that markets are
kept better informed. But despite all these efforts, crises will occur from
time to time, and we must be prepared for them. This means:
Strengthening the Fund's Financial Resources
The Mexican crisis made it clear that fully adequate financial resources
must be available to the Fund to help countries resolve their balance of payments difficulties. We were able to provide effective help in the case of Mexico because we had sufficient liquidity. But besides Mexico, there have been
a number of other large arrangements this year, most notably in support of
major programs of stabilization and reform in Argentina, Russia, and
Ukraine—programs which, I must say, are being implemented with remarkable commitment and perseverance by the respective governments. The demands on the Fund's resources are, and seem likely to remain, large: nearly
60 countries now have arrangements, and more than 20 others are in active
negotiation with us. As a result, the Fund's liquidity position is projected to
weaken considerably over the next two years.
I, therefore, welcome the progress that is being made by the Fund and
the Group of Ten in pursuing the objective of doubling the resources currently available to the Fund under the General Arrangements to Borrow
(GAB). I look forward to early agreement also on the establishment of borrowing arrangements with a broader group of member countries, which
could enable the Fund to tap global reserves more effectively to the benefit
of the entire membership.
But everyone agrees that a doubling of the GAB cannot be a substitute
for an increase in quotas. The review of quotas must be given priority. But
what would be an appropriate increase in quotas? Well, let me follow a line
of reasoning that is familiar to those—and I am among them—who have
proposed or supported a doubling of the GAB from its 1982-83 level. Just
to restore the relative size of the Fund in the world economy, measured in
terms of GDP and trade, to its level in 1983 would call for an increase in quotas now of close to 70 percent. This is simple arithmetic. But how could we
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be confident, after the Mexico experience, that merely restoring the Fund's
relative size to its 1983 level would be sufficient or prudent? Taking into account the massively increased scale of international financial flows,2 taking
into account the need for the Fund to be credibly equipped to help the countries likely to need our financial support while dismantling their remaining
exchange controls, and taking into account the fact that this quota review will
determine the Fund's resource base into the early years of the next century—
taking into account all of that—my judgment is that a doubling of quotas is
needed. You will surely consider that, Governors, bearing in mind that no decision could show more clearly than this one the responsiveness of the membership to the challenges of this new world. Let me now turn to the third—
and at least equally pressing—element of the Fund's strategy:
Helping to Integrate the Poorest Countries
into the Globalized Economy
In our increasingly unified world, the persistence of zones of extreme
poverty is a scandal—a scandal that is potentially more disruptive to the
world than ever before. Yet extreme poverty is what too many countries, especially in Africa and Asia, still suffer from. In some cases, conditions for a
pickup in economic growth have improved, and the improvement in the average growth performance of Africa, as well as South Asia, is encouraging. It is
my great pleasure to observe that we can count Benin among the countries
whose performance demonstrates that structural adjustment works in paving
the way decisively toward improvements in living standards. But the need to
tackle the international unevenness of global prosperity is still pressing. And
globalization increases the danger that poor performers will be further marginalized from the mainstream of global growth. If this danger is to be
averted, as it must, we need to give decisive support to the poorest countries.
The Fund's key instrument for this purpose is, of course, the enhanced
structural adjustment facility (ESAF). It has enabled us to provide concessional assistance for growth-oriented adjustment programs in 38 low-income
countries over the past eight years. Last year, ESAF was extended and enlarged, and now it has been agreed not only that ESAF will continue, but that
a self-sustaining ESAF will be established. This is excellent news for lowincome countries and for the world. It ensures that the Fund will remain a
committed and effective partner in the policy efforts of its poorest members.
We will now make every effort to find solutions for the financing of the
ESAF until the self-sustaining ESAF becomes available. This will have a
2

For example, as pointed out by Chairman Greenspan, whereas world trade in nominal
dollars increased by about 125 percent between 1983 and 1993, the stock of cross-border assets held by banks grew by 250 percent over the same period, and annual issuance of international securities increased by 300 percent between 1984 and 1994. (Alan Greenspan,
"Challenges for Central Banks: Global Finance and Changing Technology," Remarks at Annual Monetary Policy Forum, Stockholm, April 11, 1995.)
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cost for the membership. But I believe that my proposal, including, if necessary, the mobilization and investment of a modest proportion of the Fund's
gold, would limit the cost to a minimum—a modest cost indeed for the continuing promotion and support of strong policies of adjustment and reform
among our neediest members. After all, such policies are the primary condition for any decisive improvement in the plight of poor countries.
But ESAF alone cannot suffice. The replenishment of the International Development Association (IDA) is essential, as is an adequate level
of concessional support from bilateral donors and other multilateral development banks. The declining aid budgets of many industrial countries are
a major problem. How can we justify, in a world with such pressing human
needs—in a world where, because of debt burdens, grants are often the
only reasonable vehicle for the support of human development—how can
we justify the fact that official development assistance is now even less
than 0.3 percent of donor countries' GNP—its lowest level since 1973?
Surely this trend must be reversed!
The implementation by the Paris Club of the Naples terms for debt reduction is an important contribution to easing the burden of bilateral official debt. We also need to consider very seriously the treatment of the multilateral debt of a small number of highly indebted poor countries. In this
regard, you can count on our joint commitment to implement vigorously
the important work program that Jim Wolfensohn and I have submitted to
the Development Committee.
I am sure you would be surprised if I concluded without saying a word
about the SDR. I will not disappoint you. With the help of our seminar of experts next March, we shall be examining all the questions concerning this instrument, including its potential role as an anchor for a globalized international monetary system. But we do have a more immediate agenda—in
particular, the problem of equity, highlighted at the Halifax summit for the
second time by the Group of Seven countries. We must continue working on
that to satisfy the almost universal wish of the international community.

What I have been speaking about with you today is not business as
usual. These are not issues that committees can solve simply by their
choice of words in their communiques.
Today I have had to speak about a new world, a world that is at a risky
but promising stage in its historic long march toward unity; about averting
the worst financial turmoil; and about maximizing and achieving a new potential for stronger, higher-quality growth and human development.
These are truly issues for you, Ministers and Governors—issues for
you, the leaders of the world's financial community—to consider. I am
confident that your wisdom and vision will guide your deliberations.
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DISCUSSION OF POLICY AT
FIRST JOINT SESSION1

REPORT TO THE BOARD OF GOVERNORS OF THE
INTERNATIONAL MONETARY FUND BY THE CHAIRMAN
OF THE INTERIM COMMITTEE OF THE BOARD OF GOVERNORS
ON THE INTERNATIONAL MONETARY SYSTEM
Philippe Maystadt
I welcome this opportunity to report to the Governors, in my capacity
as Chairman of the Interim Committee, on the work of the Committee during the Fiftieth Anniversary year of the Bretton Woods institutions, a year
that has been marked by important efforts at international cooperation.
World Economic Outlook
At its spring meeting on April 26, the Committee welcomed the entry
into force of the Uruguay Round and the formation of the third part of the
Bretton Woods system, the World Trade Organization. The Committee
noted that developments in the world economy had been generally favorable, and it encouraged members to make wise use of the situation by implementing policies to achieve the objectives of the Madrid Declaration.
At its meeting on October 8, the Committee reviewed again recent
developments in the world economy and members'progress in attaining
the goals we set in Madrid. Our discussion concluded on a note of optimism and confidence. Prospects are for sustained noninflationary growth
and economic policies are generally on the right track. The Committee
welcomed the fiscal consolidation and prudent monetary policies of a
number of industrial countries and the broad movements in exchange
rates among the key currencies since our April meeting. In many developing countries, determined efforts at stabilization and structural reform
have helped to maintain confidence and record another year of impressive
economic growth with subdued inflation. Prompt and strong policy adjustments following the Mexican crisis, together with substantial international support, enabled many emerging economies to restore confidence
quickly. A number of the transition economies, including some of the
largest ones, are now on the path to economic recovery, thanks to their
•October 10, 1995.
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comprehensive stabilization and reform programs. In view of this positive
assessment, the Committee concluded that our Madrid Declaration on Cooperation to Strengthen the Global Expansion remains a valid basis for
policy guidance.
Despite this optimism, there is, however, no room for complacency.
Industrial countries should take advantage of the continued expansion to
introduce bolder policies to reduce further fiscal imbalances and address
their deep-seated structural problems. Developing countries must complement continued strong stabilization programs with measures to further
open their economies to market forces. Low-income countries doing their
part to implement comprehensive adjustment policies must be able to
count on sufficient flows of concessional assistance from donors. Transition countries should intensify their efforts to pursue bold stabilization
policies and wide-ranging systemic reforms.
In sum, our agenda is unfinished. Continued vigilance is warranted
and there is a continuous need for improving the quality of our policy dialogue with member countries. In this connection, our luncheon meeting
with the Director General of the International Labor Organization (ILO),
Michel Hansenne, is an important milestone. It confirmed that in today's
global economy, labor market policies can no longer be established on a
purely domestic basis. These policies have instead to be submitted to active multilateral cooperation, involving all relevant partners.
Strengthened Fund Surveillance
Drawing on the lessons learned from the crisis in Mexico, the Committee agreed last April on far-reaching proposals to strengthen Fund surveillance: data were to be provided to the Fund on a more timely and comprehensive basis and standards were to be elaborated for guiding member
countries in their publication of economic and financial data. On Monday,
the Committee recommended publication of the progress report which the
Executive Board had prepared on these issues, and requested the Board to
complete its work soon, taking into account the views of market participants, so that the standard system of data publication will be in place and
operational before our spring 1996 meeting.
In addition, the Committee encouraged the Fund, in promoting liberalization in a global market setting, to pay increased attention to capital account issues and the soundness of financial systems, and emphasized the
need for improved prudential supervision.
Fund Financial Assistance and Resources
With regard to the Fund's financial assistance and resources, let me group
my comments under two headings: financial assistance and financial resources.
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First, on financial assistance, the Committee endorsed the Executive
Board's decision to establish an emergency financing mechanism in order
to enable the Fund to intervene promptly and prudently in the event of serious financial crises. It also endorsed the conditions under which the Fund
can support currency stabilization funds and enhance its involvement in
post-conflict situations. The Committee agreed that the enhanced structural adjustment facility (ESAF) should continue to be the centerpiece of
the Fund's strategy to help the low-income countries, and it also encouraged the Fund and the World Bank to continue their cooperative work on
the issue of low-income countries implementing strong adjustment but
whose debt situation, including debt to multilateral institutions, may prove
unsustainable even after debt reduction on Naples terms.
On financial resources, the Committee stressed the crucial need to safeguard the Fund's liquidity at an adequate level at all times, and agreed that
the Fund should remain a quota-based institution. The Committee noted the
expected weakening of the Fund's liquidity position, the considerable technical work accomplished by the Board in connection with the Eleventh
Quota Review, and concluded that the time has now come to start serious
discussions on the size of the next quota increase, which, in the view of most
members, should be substantial and should be decided before the end of next
year. Accordihgly, the Committee requested the Board to move forward with
its work and report on progress made at the next meeting of the Committee.
The Committee also welcomed the ongoing work in the Group of Ten
on the doubling of the General Arrangements to Borrow (GAB), and it
agreed on the following two guiding principles: first, the enlargement of
the GAB should not be a substitute for a quota increase; and second, all
participants should be treated equally.
On ESAF, the Committee welcomed the consensus in support of the
continuation of ESAF, including the establishment of a self-sustaining ESAF
at the beginning of the next century. However, it is clear that the discussion
on the way to finance the interim period needs now to be organized around a
number of precise options if we want to reach our goal of a self-sustaining instrument in time. It is in that spirit that the Committee asked the Board to submit proposals at our next meeting. I would like to emphasize, personally, that
the solution for ESAF should not lag behind the other financing discussions
under consideration.
Finally, the Committee also briefly returned to the SDR equity issue,
and requested the Executive Board to continue its examination of ways to
achieve the agreed objective of participation of all members of the Fund on
the SDR system.
Concluding Remarks
In many respects, the past 12 months have been remarkable. The international system has shown its resilience and fundamental strength, and
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we have good reason for hope and confidence in the period ahead. We have
seen solid policy efforts to achieve the goals we set in Madrid, and a convincing display of the power of international cooperation in response to
disruptions in currency and capital markets. That same cooperation has
been evident in the work of the Interim Committee on Fund assistance. I
am convinced that the recent decisions by the Fund to expand its financial
assistance will greatly contribute to the effectiveness of the Fund as a
global institution serving a global membership with diversified needs. We
now have to ensure that the institution remains well funded to discharge its
evolving responsibilities in the period ahead. I trust that the cooperative
spirit that has served us well in the recent past will enable us to make important progress in this area in the year to come.

REPORT TO THE BOARDS OF GOVERNORS OF THE
BANK AND THE FUND BY THE CHAIRMAN OF THE JOINT
MINISTERIAL COMMITTEE OF THE BOARDS OF GOVERNORS ON THE
TRANSFER OF REAL RESOURCES TO DEVELOPING COUNTRIES
(DEVELOPMENT COMMITTEE)
Mohamed Kabbaj
While this annual report deals primarily with the work of the Development Committee for the year ended June 30, 1995,1 include a section at
the end concerning the new initiatives we are introducing to strengthen the
work of the Committee.
During the last fiscal year, the Committee had its fall 1994 meeting in
Madrid and the spring 1995 meeting in Washington, D.C. The first meeting
was chaired by my distinguished predecessor, Minister Mourad Cherif of
Morocco. The Committee in these meetings based its discussion on joint issues papers and reports prepared by the World Bank and the IMF as well as
supplementary papers provided by international organizations and member
countries.
At the fall 1994 meeting in Madrid, there were two main items on the
agenda. The first item gave the Ministers an opportunity to concentrate on
the issue of "Aid Effectiveness" in terms of achieving the ultimate objective
of development; that is, to reduce poverty and to improve living standards
through environmentally sustainable growth and investment in people.
The Committee agreed that increasing aid effectiveness requires
closer collaboration between recipient countries, international organizations, and donors; that "ownership" by the recipient government is essen-
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tial; and that gaining results on the ground must be the goal of each partner in each activity it undertakes. The Ministers emphasized the importance not only of the quantity, but also the quality of aid. It was also
stressed that improving the effectiveness with which aid resources are
spent is essential. The Ministers look forward to receiving at its April 1996
meeting the report of its Task Force on Multilateral Development Banks.
On the second item, Ministers reviewed the results of the Uruguay
Round of multilateral trade negotiations completed in Marrakesh in April
1994. It considered its impact on the developing and transition countries, as
well as on the future work of the World Bank and the International Monetary Fund. The Committee recognized it was only possible to make a preliminary assessment of the likely effects. The Ministers believed that in addition to its positive global effects, the successful conclusion of the Uruguay
Round would bring significant benefits to developing countries, over time,
through increased market access, integration of new areas into the system,
and through strengthened rules and institutions. The Committee called for
the early ratification and implementation of the agreements. The Committee
recognized that on the basis of the evidence available so far, it seemed likely
that the existing instruments of the World Bank and the IMF would be adequate to deal with any negative effects of the Uruguay Round on countries
that may suffer due to loss of preferences or higher prices for food imports
during the transition period. The Committee asked the World Bank and the
IMF to be ready to address these problems. The Committee also asked them
to encourage and assist the transition countries in Eastern and Central Europe and the former Soviet Union in their efforts to become more fully integrated into the multilateral trading system and to adopt policies that will facilitate their accession to the World Trade Organization (WTO). The
Committee concluded that it is essential for the World Bank and the IMF to
collaborate closely with the WTO.
With respect to other items, the Committee asked the World Bank and
the participants of the Cairo Conference on Population and Development
to play an active part in implementing the Program of Action approved by
the Conference. The Committee called for the early ratification of the antidesertification conventions (United Nations) and encouraged the World
Bank to continue its active support for development and environmental
management in dryland areas.
At the spring 1995 meeting, the main item on the agenda was "Financing of Infrastructure in Developing Countries." This item provided an
opportunity for the Committee to focus on the provision of finance for infrastructure. The developing countries have been investing an average of 4
percent of GNP, about $200 billion a year, in infrastructure. Ministers recognized that current public sector methods cannot meet the present and future demand for basic infrastructure services. The Committee concluded
that developing countries need to adopt a more businesslike approach to the
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management of infrastructure investment, including introducing realistic
prices for infrastructure services, being more attentive to maintenance, and
encouraging more private sector involvement. Ministers agreed that these
reforms would facilitate better delivery of infrastructure services, promote
development efforts, benefit the poor more directly and quickly, and also
help improve environmental conditions. The Committee urged donor countries to continue to help meet the poorest countries' infrastructure needs.
The Committee asked the multilateral institutions—including the International Development Association (IDA)—to continue to provide advice and
financial support, but in addition to play a catalytic role in raising funds
from a wider range of private sector sources, using all the means available,
including World Bank guarantees, the International Finance Corporation
(IFC), and the Multilateral Investment Guarantee Agency (MIGA).
In these meetings the Ministers also discussed a number of other issues
which were outlined in the reports of the IMF Managing Director and the
World Bank President. These included the impact on developing countries of
recent trends in the world economy; transfer of resources; the Global Environment Facility; Special Program of Assistance for Africa; implementation
of the debt strategy; responding to challenges in Eastern Europe and the former Soviet Union; International Bank for Reconstruction and Development
(IBRD) and IDA commitments and disbursements; and the World Bank's information disclosure policy and poverty reduction strategy.
Traditionally this report refers only to the previous fiscal year's meetings. My report would be incomplete, however, if it failed to mention the
major changes we are introducing to rejuvenate the Committee.
On October 9, we completed our first meeting under very different procedures and with a changed focus. The new procedures are designed to enhance the efficiency and effectiveness of the Committee's work, which is now
more clearly, but not exclusively, to focus on the work of the World Bank and
its policies. We have had strong leadership in these efforts from Mr. Wolfensohn and Mr. Camdessus, as well as complete support from the members.
The results of the October 9 meeting were very constructive. The plenary session was limited to one hour, including an address, for the first time,
by the Secretary-General of the United Nations. There was then a particularly valuable exchange of views between Ministers in restricted session
covering, inter alia, multilateral debt issues and the funding problems of
IDA. Ministers also indicated their strong support and enthusiasm for the
new World Bank President James Wolfensohn and his initiatives to make the
Bank more effective and transparent. Governors will find the short communique of the October 9 meeting a useful summary of our key conclusions.
I believe we now have a good opportunity to make the Development
Committee more useful to all the members of the World Bank and the IMF
in the future. I look forward to reporting to Governors next year on the
progress achieved in strengthening the work of the Committee.
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DISCUSSION OF POLICY AT
SECOND JOINT SESSION1
STATEMENT BY THE GOVERNOR OF THE BANK
AND THE FUND FOR SPAIN
Pedro Solbes
As Spain currently holds the Presidency of the Council of the European Union, I have the honor to address this meeting on behalf of the
Union and, for the first time, its fifteen member states.
In the first half of 1995, some deceleration in the growth of the industrial countries as a whole was expected, mainly owing to a moderation
of GDP increase in the United States. Meanwhile, a sustained path of
growth was expected to continue in the European Union and a recovery
was forecast for Japan.
Since the beginning of the year, several factors have influenced the
performance of the industrial countries' economies; the Mexican crisis
and the financial instability and exchange rate turbulence in the first quarter of 1995 adversely affected economic activity.
After high GDP growth and emerging inflationary expectations in
1994, the U.S. economy is moving towards more sustainable growth rates
this year. Stability-oriented monetary policies have contributed to this pattern and the effects of tighter monetary policies in 1994 seem to be materializing now. Furthermore, the economic impact of the recession in Mexico may have affected the U.S. economy. In Japan, the situation has
deteriorated. The strong appreciation of the yen as well as large amounts
of nonperforming loans in the banking sector and dwindling consumer
confidence are hampering the recovery. With lower growth of world economic output, the export performance of the European economies will
slow down and GDP growth can be expected to moderate as well.
From the end of March, calm was progressively restored in the international financial markets, partly due to the cooperation among the major
industrial countries. Interest rates and exchange rates now provide a more
favorable setting for sustained economic growth in the industrial
economies as a whole. Continued cooperation among the major industrial
countries, based on sound domestic policies, could prove helpful in stabilizing exchange markets further.
•October 10, 1995.
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Employment responded to the cyclical improvement, but unemployment rates in the European Union are still high. This highlights the need
for additional efforts to reform our labor markets and to increase the number of jobs which can be created during the recovery.
Inflation remains subdued in most industrial countries. Some of those
that have experienced sizable currency depreciations are witnessing inflationary pressures, which in some cases have prompted monetary authorities to react by increasing interest rates. In these countries in particular fiscal policy should be, and in some cases has been, geared to reducing
domestic absorption. Due to high deficits, further fiscal adjustment is
needed in most European Union countries in order to reduce inflationary
pressure and to strengthen economic growth.
Further fiscal adjustment is also needed in the United States to help
raise the extremely low savings ratio, which may be one of the structural
causes of the weakness of the dollar. In Japan, while there has been a welcome easing of monetary policy, there may be some scope for a further effective easing of the fiscal stance in order to provide additional stimulus
for recovery. The most important task, however, will be to strengthen business confidence and to support the process of balance-sheet adjustment of
the banking sector. Structural policies aimed at a rapid deregulation and
liberalization of the economy are also warranted.
In the European Union, a higher degree of convergence, as required by
its Treaty, remains pivotal to setting up the monetary union and to ensuring
integration and reaping the full benefits of the internal market. Progress toward the fulfillment of the convergence criteria has in some cases been less
than satisfactory. The European Union and its member states will therefore
continue focusing considerable efforts on improving price stability and on ensuring sound public finances, fully convinced that the policies for sustaining
long-term growth, for reducing unemployment, and for strengthening convergence are mutually supportive. Exchange rate instability at the beginning of
the year, due partly to the weakness of the U.S. dollar, affected member states
unevenly, reflecting continuing structural problems, persistent fiscal imbalances, uncertain inflation prospects, and other uncertainties in some member
states. Adopting strict measures to address macroeconomic imbalances, in
particular in the field of public finance, has proved the only effective way of
regaining market confidence and thus improving exchange rate stability.
Guidelines for the economic policies of the member states and of the
Community recently endorsed by the European Council in Cannes, in
continuation of the economic policy objectives hitherto pursued, aim in
particular at turning the present recovery into strong, sustainable noninflationary growth in order to reduce unemployment and budget deficits.
Moreover, they underscore the commitment to price stability and stress
the need for a number of member states to increase their efforts to meet
the guidelines for reducing inflation to between 2 percent and 3 percent

©International Monetary Fund. Not for Redistribution

SPAIN

45

or less. However, to be effective, efforts by the monetary authorities need
to be accompanied by substantial improvements in fiscal performance in
most European Union countries. The guidelines urge that budget deficits
be brought to below 3 percent of GDP as soon as possible, as a first step
towards the sound medium-term goal of close to balance. In this context
budget consolidation, in particular the reduction of structural deficits, is
seen as an essential condition for sustained and balanced economic and
employment growth. Further, the broad guidelines signal the need for
member states to reinforce structural policies and to keep the increase of
real wages below the increase of productivity in order to achieve stronger
employment growth and to reduce unemployment.
The excessive deficit procedure conducted this year has provided a
measure of the results achieved so far. Although this year an improvement in
general government deficits is expected, with twelve member states making
some progress, nonetheless public deficits are still much too high and debt
ratios are expected to increase in most European Union countries. The persistence of fiscal imbalances could undermine the credibility of policies; it is
contributing to high-risk premiums on interest rates; and it will adversely affect economic growth and job creation in the medium term. Fiscal consolidation is the major task confronting the economic policies of a good number
of member states. Indeed, most member states are committed to exploit any
room to accelerate the process of budget consolidation.
A sound macroeconomic framework is one of the pillars necessary
to support the reduction of unemployment—an important priority in the
European Union. The Union has agreed—most recently in its broad
guidelines and in the conclusions of the European Council in Cannes—
that for growth and employment to be sustainable we also have to take
into account inter alia the interrelationship between economic growth and
the environment and the consequences this has for economic policy. The
subject was also an important part agreed by the Group of Seven Halifax
conclusions.
Several decisions were taken at the meeting of the European Council
in Cannes with a view to reducing unemployment. One of these called on
member states to present multiannual employment programs in the autumn
of this year.
Packages of structural reforms emphasizing active policies should be
at the forefront of such efforts. Also, measures will be aimed at the groups
most affected by the unemployment problem, namely unskilled workers,
young people, and the long-term unemployed. Reports on the implementation of these policies will be submitted to the European Council and the
first of these will be presented in December 1995 in Madrid. Member
states have already achieved some progress with respect to improving the
functioning of goods and factor markets. According to the different situation in member states, each country will decide independently about the
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necessity, the design, and the implementation of additional reforms and
labor market activities.
In the past year, the European Union has made significant progress in
the preparatory work for economic and monetary union. The European
Council in Cannes restated its firm resolve to prepare the transition to the
single currency by January 1, 1999 at the latest, in accordance with the
Maastricht Treaty.
As regards the preparatory work for the establishment of monetary
union, the economic and finance ministers were asked by the European
Council in Cannes to deliver to that Council's next meeting a report on a
reference scenario for the introduction of the single currency. This report
will be prepared in consultation with the European Monetary Institute and
the Commission, and will be discussed by the European Council in
Madrid. The definition of the reference scenario will help answer technical questions raised by the introduction of the single currency. It will seek
to provide all economic agents with a transparent and practical scenario
and thus promote a smooth transition to a single currency. In emphasizing
the importance of these technical aspects, we must not forget the central
importance of additional efforts of the member states to improve convergence performance as the precondition for the success of the monetary
union.
The European Union will continue to provide support for the completion of the transformation process in Central and Eastern Europe, in order
to promote growth and to assist the associated countries in the preaccession process. The White Paper on the preparation of the associated Central
European countries for integration into the single market focuses on the
adjustments needed to adapt to the situation in the Union. The Europe
agreements and the refocusing of the Poland and Hungary Assistance for
Economic Restructuring (PHARE) program toward medium-term objectives and infrastructure financing are designed to assist the path toward
membership. At the political level, this action is being supplemented by the
structured dialogue, which will allow for discussion of issues of common
interest in a multilateral framework.
The international community, and Europe in particular, have a strong
interest in the success of the transformation process in the countries of the
former Soviet Union. The European Union attaches great importance to
strengthening relations with these countries. It welcomes the reforms undertaken by them in close collaboration with the IMF and will continue its
policy of supporting the reform process.
In other areas, the Union will endeavor to strengthen economic and political links. Special attention will also be devoted to the Mediterranean
countries, with whom the Union seeks a new type of relationship. The
Union looks forward to the Barcelona conference in November, aiming to
intensify cooperation within the framework of close good-neighborly rela-
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tions. The European Council in Cannes has established the financial framework for the commitments in both the Mediterranean region and Central
and Eastern Europe.
The creation of a new financing mechanism for the Middle East and
North Africa is being discussed, in accordance with the conclusions of last
year's Casablanca summit. The European Union strongly supports the
Middle East peace process and is actively engaged in considering proposals for new financing mechanisms which would help underpin the peace
process and promote regional development.
The European Union will continue its support to poverty alleviation
in the developing countries, especially in Africa. In 1995, the Union continued its special relations with African, Caribbean, and Pacific countries;
these are linked to the Union by the Lome Convention, which has been reviewed in order to make it more effective. Here too, the European Union
has provided, and will continue to provide, support for the adjustment
process conducted in these countries. In this framework, the European
Council in Cannes decided to increase the global amount dedicated to this
end (from ECU 12 billion to ECU 15 billion over a five-year period). The
European Union has reinforced this commitment by replenishing at a high
level the resources of the European Development Fund. With South
Africa, the European Union is working towards a new agreement encompassing amongst others close political, economic, and financial cooperation, which will emphasize the new era which the relationship between
the two parties has entered.
The European Union is paying increasing attention to the development and the strengthening of its relations with Latin America, in particular Chile and Mexico, and with the Southern Cone Common Market (MERCOSUR). Moreover, the Euro-Asiatic summit in the second half of 1996
may be expected to reinforce the Union's relations with Asia as well.
The European Union reiterates its firm support for the multilateral
and binding liberalization of world trade, based on the principles of
nondiscrimination and nonreciprocity, and for the recently created World
Trade Organization (WTO). Its multilateral character and the nondiscrimination principle to which it is committed make the WTO the appropriate
forum for sustaining the momentum of liberalization and for solving trade
disputes.
The interim financial services arrangement reached last July is welcomed indeed, as it will promote multilateral liberalization of the greater
part of all business in banking, securities, and insurance, which account for
a significant part of world output. With a view to advancing and protecting
global free trade, the necessary efforts must be made to negotiate improved, permanent commitments to liberalization on a full most-favorednation basis in 1997. The European Union looks forward to the full participation of the United States in the multilateral process.
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The IMF continues to serve as the central forum of international monetary cooperation and to contribute to sound economic and monetary management in member countries. High on the agenda for the IMF should be
to continue strengthening its surveillance in order to prevent, or improve
the chances for a better handling of, financial crises. In this connection, the
member states of the European Union welcome the progress made by the
Fund in establishing standards to guide members in the timely publication
of key economic and financial information and urge all members to join in
the efforts. They also strongly support the decision at our last Interim
Committee to increase the IMF's focus on surveillance of capital flows and
to expand its advice on capital liberalization, not least in order to make
members more aware of the risks attached to overreliance on easily reversible capital flows. We welcome the discussion by the Fund Board of
the value and possibilities of extending the IMF's jurisdiction, drawing on
OECD expertise, to capital account transactions. Finally, the member
states support the work on the establishment of an emergency financing
mechanism in order to strengthen the IMF's ability to respond quickly with
strong adjustment programs to exceptional balance of payments crises.
Following the request made by the Interim Committee this spring
and by the Halifax summit, the Fund has continued reviewing the adequacy of the amount of financial resources at its disposal. The Eleventh
Review of Quotas is in progress and the member states of the European
Union welcome the fact that a majority of IMF members are in favor of
an appropriate increase of quotas. Provisional views expressed in the
Board suggest that many members have a certain preference that the distribution of the quota increase should be largely equiproportional and yet
should be carefully balanced with the aim of keeping quotas roughly in
line with the changing economic weight of countries. In this regard, the
member states welcome the broad support that Board discussions have
revealed for an ad hoc increase in quotas for a reduced number of countries with the largest deviations between actual and theoretical quota
shares. Lastly, the member states note with satisfaction that a very broad
majority of members is of the view that, in general, the quota formulae
are working broadly as intended.
In parallel with the Eleventh Quota Review, an increase of the Fund's
borrowed resources is also under consideration in order to ensure the financial capacity of the Fund when large and exceptional assistance is needed.
Following the Interim Committee's request of this spring, the IMF Board of
Directors had a first discussion on the role of borrowing and, in particular,
the role of the General Arrangements to Borrow (GAB). The Group of Seven
has asked the Group of Ten and other countries with the capacity to support
the system to develop financing arrangements with the objective of doubling
as soon as possible the amount currently available under the GAB to respond
to financial emergencies.
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We hope the seminar announced for March 1996 on the future of the
SDR will make an important contribution to the broad review by the Fund
of the role of the SDR in the international monetary system.
Regarding the extension of the enhanced structural adjustment facility (ESAF), the member states note the work done by the Executive Directors and request them to proceed with their examination of the options
for continued financing and adaptation of the ESAF.
With the active support of its new President, Mr. Wolfensohn, the
World Bank Group continues to reshape its activities in order to tailor them
better to the primary goal of reducing poverty in the poorest countries of
the world. A more focused and flexible client-oriented strategy, based on
fruitful dialogue with the developing countries and on a more global approach of the World Bank Group as a whole, is reinforcing the key role of
the Group in the overall development agenda. Regarding the multilateral
development banks, it is important to study and make proposals which
would facilitate a better focusing of their activities. The member states of
the European Union therefore attach great importance to the work of the
Development Committee's Task Force on Multilateral Development Banks
and look forward to its recommendations at the next meeting of that Committee in the spring of 1996.
On multilateral debt issues, the member states welcome the efforts undertaken to review the adequacy of existing tools to help those poorest
countries with substantial multilateral debt problems. In this context, a continuation of the ESAF would provide greater certainty of appropriate financing. On bilateral debt, we urge the full and constructive implementation of the Naples terms.
The member states also congratulate the World Bank on its flexibility
towards the special and urgent needs in developing countries. Its support
of measures dealing with the financial turbulence in some Latin American
countries after the Mexican crisis, and its valuable work in the Middle East
to sustain the peace process are notable examples of the leading role which
this institution, in which we all have a stake, has to play in today's changing environment.
We, the member states, lend active support to the World Bank Group
in its responsibilities. In this context, the prompt fulfillment of donors'
commitments to IDA-10 as well as a significant replenishment of IDA resources to be agreed upon within the planned time schedule are of the utmost importance. The member states are strongly committed to ensuring
a successful outcome from these negotiations. Moreover, we urge all
donors to demonstrate the strongest possible commitment to fulfilling
our common responsibilities as members of the Association. IDA's distinctive mandate to target the very poor and promote sustainable growth
in countries needing concessional resources merits our wholehearted
support.
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The member states also welcome recent changes in the framework for
discussions in the Development Committee. We are convinced that allowing
more direct interaction among members will lead to effective and productive
discussions and therefore improve the overall impact of agreements.
The problems of ensuring an efficient and equitable world monetary
system and reducing the gap between the developed and less developed
countries present a major challenge to the institutions and their members
and will call for further flexibility and openness to change. We must continue to ensure that we can respond to the demands of a rapidly changing
environment.
Let me conclude by expressing the great respect in which the fifteen
members of the European Union hold the Bretton Woods institutions.
They are the major points of reference for continuous economic policy dialogue and cooperation. In particular, given its unique nature and structure, we would like the Interim Committee to be strengthened even further as the central forum for discussions on global systemic economic
problems and policies.

I should now like to spend a few moments giving an overview of the
economic situation of my own country, Spain, by briefly mentioning the
problems it has had to face, the policies the Government is now pursuing
to overcome them, and our prospects for the future.
As you may be aware, the Spanish economy went through a brief
but very severe recession in 1992 and 1993, accompanied by a decline
in output and especially by a major loss of jobs and a sharp increase in
the unemployment rate. These factors contributed to a major public sector deficit, exacerbated by both an increase in expenditure and a drop in
revenue.
Confronted with this difficult situation, the Government formulated
and put into effect a medium-term economic policy program set out in
July 1994 in its revised convergence program. There were two clear objectives: to pull the Spanish economy out of the recession into which it
had fallen, and to return to rates of growth exceeding those of the other
European economies; and to bring Spain's inflation and interest rates
into line with theirs. This was expected to result in significant generation
of employment, which was and is the chief goal of the Government's
policy.
Spain's convergence program focuses on three main areas of action:
First, reduction of the public sector deficit. Second, a package of anti-inflation measures, among them autonomy for the Bank of Spain. Third,
structural reforms to make the economy more flexible and competitive, the
most important being reform of the labor market.
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This set of policies has brought the economy out of crisis and placed
it on a stable growth path. It has also brought it more closely in line with
the other European economies, with a view to economic and monetary
union with them as of January 1, 1999.
I am gratified to be able to tell you that since late 1993, the Spanish
economy, like the other continental European economies, has begun a
process of marked expansion, which by this third quarter of 1995 has led
to GDP growth rates in excess of 3 percent. At the same time, the fiscal
adjustment process has reduced the public sector deficit from its 1993
level of 7.3 percent of GDP to 5.9 percent, the figure with which we shall
close 1995, and a projected 4.4 percent for 1996. The inflation rate, down
to less than 4 percent, is projected to reach 3.5 percent by the end of
1996. And for the last twelve months, we have been creating a thousand
jobs a day.
Despite its difficulties, I believe that Spain can be proud of the success attributable to the economic policy the Government has pursued with
such determination. There is no denying the distance covered, or the fact
that today we are closer to being among the first to embark on the third
phase of the monetary union. I see no other alternative for Spain, and that,
together with what we have achieved recently, highlights the importance of
the 1996 budget, recently submitted to Parliament.
Given the imminent advent of the single European Union currency,
and the impact and influence of the international financial markets on midsized economies like that of Spain, it is implausible that partisan political
interests could endanger twelve months of growth, fiscal consolidation,
and structural reform.
Although 1996 is an election year in Spain, the Government has presented a tough budget focused on cost cutting and deficit reduction, in
keeping with the convergence program I have referred to, and which predicates the existence of a primary surplus as a necessary condition for an
initial reduction of the public sector debt.
Those who because of short-term electoral considerations reject this
budget, which is precisely the one Spain needs, threaten to undermine the
effort made by Spanish society in recent years, delay our catching up with
the rest of Europe, and disrupt the process of growth and employment generation. However, I am convinced that we shall be able to continue with
our economic policy of the last few years, and extend the current expansion phase until the end of this decade.
The world economy is in the course of a major process of integration,
evidence of which is to be seen, for instance, in the large-scale inclusion
of developing and transition countries in international trade and financial
flows. This creates new challenges, opens new vistas of growth, and, provided we adhere to the appropriate policies, I am certain we shall ultimately succeed in taking full advantage of them.
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STATEMENT BY THE GOVERNOR OF THE BANK AND THE FUND
FOR THE UNITED STATES
Robert E. Rubin

I am delighted to welcome you to Washington for this important
event. l\ has been fifty years since the Bretton Woods institutions came into
being. Then, as now, their mission was to advance a vision of economic cooperation—cooperation aimed at safeguarding financial stability and furthering economic health in all corners of the globe.
These imperatives are as pressing today, if not more so, as they were
a half century ago, and the need for cooperation is in many ways even
greater. We live in an ever-more global economy, one in which all nations'
well-being and progress are increasingly intertwined, in which the smallest and the largest are integral parts of that global economy and profoundly
affected by decisions and events outside their borders. We—the nations of
the world—are all in this together. Whole regions have greatly improved
economic conditions by embracing open markets and trade. From Wall
Street and the world's other financial capitals to the cities of Asia, Eastern
Europe, Latin America, and Africa, the unprecedented growth and internationalization of financial markets are fueling regional advances. Onceweak economies have come to the fore and become major trading partners
for the long prosperous economies. Moreover, the growing importance of
these newly successful economies calls for them to be given a greater voice
in the stewardship of the financial system.
The growth enjoyed by some emerging economies should energize us
all to fulfill the imperative that others not be left behind. In a truly global
economy, it is all the more important for us to work together and further
the prosperity of all. Last year, we agreed broadly on the need to adapt the
international economic and financial architecture to meet new realities. We
must work to continue making that vision a reality, and to continue reinvigorating these institutions to meet changing needs.
Economic Outlook
A healthy U.S. economy is very important to global growth prospects.
If you look to underlying fundamentals, the U.S. economy is in better
shape today than it has been for three decades, which would not have been
the case without the powerful deficit reduction program put in place in
1993. More immediately, after a sluggish winter, we foresee steady, lowinflation growth through next year.
The government sector budget deficit-to-GDP ratio this year is less
than half what it was three years ago. The United States now has the low-
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est deficit-to-GDP ratio in the Group of Seven. For the first time in nearly
half a century, U.S. budget deficits have fallen for three consecutive years.
And the improvement is largely structural.
Moreover, there is a broad political consensus in America to balance
the budget over the medium term, though there is and will continue to be
vigorous and contentious debate on priorities.
Opportunities and Risks
The emergence of a truly global economy has opened up enormous
new prospects for all our countries. Nonetheless, as we saw this year, with
these prospects come new risks and new problems. Mexico provided one
of the clearest examples to date of the extent to which our nations' interests have become interlinked. Financial instability in one part of the world
increasingly threatens others' prosperity.
Recognizing this change, the International Monetary Fund, the World
Bank, and the Inter-American Development Bank, in conjunction with the
United States, all rose to the challenge. Mexico is now back on track,
though there is much that remains to be done. But the episode highlights
the need for new measures to safeguard financial stability in the face of
global change.
Safeguarding Financial Stability
At Halifax, the Group of Seven leaders agreed to advance a number
of initiatives to accomplish that objective.
The first must be an increased emphasis on financial transparency and
surveillance. More important than any international lending package is the
need for full disclosure of financial information, so that public and private
analysts can detect potential dangers and prevent crises before they occur.
Disclosure, which is at the core of the American regulatory system for the
securities markets, is a powerful, powerful preventative. The International
Monetary Fund is now working on a comprehensive list of financial data
and national accounting standards to which our nations should adhere. The
standard must be rigorous, and there must be clear identification of which
nations are adhering and which are not. Also, strengthened surveillance by
the IMF itself must supplement market discipline.
Second, even with the best of preventive measures, liquidity crises of
broad concern may occur. The international financial institutions worked
well this year to contain Mexico's problems. But the increased size and
speed of financial flows mean that resources required to address future
crises may be much greater than anything now available.
Neither the United States nor any other country can be relied upon to
function as a lender of last resort. Moreover, a host of countries can now
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afford to share responsibility for the health of the international economic
and financial system, and therefore should play a greater role. That is why
the Group of Seven and Group of Ten have agreed to seek the establishment of new arrangements to lend to the IMF in the event of an unusual
and large call for funds for conditional lending, and to seek other donors
to this facility.
Let me emphasize the word conditional. Our goal is to have the capacity to respond to problems faced by countries that agree to take strong
actions to get at the root of their difficulties. Resources must not be used
to put off required adjustment.
Third, the expansion of and changes in the financial markets, while
greatly increasing capital for investment, have widened the numbers and
types of creditors who hold a creditor interest when crises do arise. We
should explore new ways for a country to work its way out of debt, which
take into account these changes in the private capital markets. This is a difficult problem. Some have expressed concerns over moral hazard, though
I think this should be solvable through stringent conditionality, and there
are many other complex issues. Nonetheless, I do not think we should accept the assertion that the approaches of the past are the best we can do. I
think it is very constructive that the Group of Ten has set up a group to
study the issue.
Fourth, the greatly increased size and speed of the markets, the great
increase in the origination and use of complex new instruments, as well as
a number of episodes that we have seen in the public and private sectors,
point up the need for greater attention to risk management and to up-todate regulations. And these issues are now receiving attention. Nonetheless, I believe there is a need for more than ritual calls for cooperation,
though I think cooperation is critical to avoid activity that simply seeks the
locale with the weakest regulatory requirements.
We must provide at least the following:
• adequate systems of risk management in the private sector and in
the public regulatory domain, while at the same time recognizing—
contrary to the claims of some—that no risk management system,
no matter how many armies of PhDs and traders have been involved
in the engineering, can provide certainty;
• effective internal controls, and regulatory monitoring of those controls;
• enhanced capital and prudential standards;
• improved disclosure by market participants; and
• stronger safeguards in payments and settlement systems and exchanges.
Our aim must be to preserve the benefits that innovations offer, while
minimizing dangers.
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Sustainable Development and Reform
Whole new regions have achieved high rates of growth and greatly
improved standards of living. This is a watershed in human affairs.
Nonetheless, too many countries are not experiencing the benefits that the
global economy offers.
The multilateral development banks continue to have an essential role
to play in promoting reform and growth. Nonetheless, as capital markets
become more important, many of the development banks' old roles are fading. The banks must focus on helping countries meet human, environmental, and other public needs that advance market-based development,
through programs that private-market participants cannot undertake.
In these regards, let me make several points.
First, the banks must accelerate their own internal re-engineering. The
fiscal and budgetary restraint that many of our governments face, and simple good management and effective use of resources, require the banks to
have an ongoing focus on furthering efficiency and eliminating unnecessary bureaucracy. The turn to democracy in so many countries must be paralleled by greater transparency within the international financial institutions. And participation by affected communities and nongovernmental
organizations should be increased as the best way to design development
programs that truly serve the people they are intended to serve.
Second, because private finance has advanced, the banks should concentrate on programs where they are doing what the private sector cannot
do. For example, resources should be shifted toward more innovative use
of risk guarantees, conditional lending, and joint private sector-development bank operations, which can catalyze private sector activity.
Similarly, an increasing proportion of bank resources should be devoted to investments in human capital. A private investment bank can finance a new generating plant, or industry, or perhaps even a tollroad. But
for the most part, only the public sector will invest in women's health, or
primary education. These are the kinds of social investments that provide
an enormous return for a society, and which show a strong correlation with
economic expansion. Channeling development bank resources to these
areas will provide high returns in more societies.
Finally, development can impose important costs that are not captured
by traditional economic indices. Such costs—social dislocation, uprooted
communities and villages, and environmental degradation—are every bit
as real as the measurable jump in economic output that can result from a
financial investment. Such costs must be taken into account, if development is to maximize human well-being, and be sustainable in the long run.
The multilateral development banks have made enormous strides toward placing sustainable development at the heart of all their lending decisions. Only a few months ago, my wife, Judy, and I had the opportunity
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to visit an IDA-supported watershed project at Udaipur, India. I saw firsthand how a carefully designed effort can enhance people's lives, by drawing on local planting skills, by teaching low-cost methods to prevent runoff and erosion, and by involving women and children. These are the kinds
of efforts that make use of and preserve what is best in a community. They
are the kinds of projects that make a real difference, for the better, in people's lives.
World Bank President Lew Preston was a pioneer in turning the World
Bank in these directions, and he deserves our gratitude. I also applaud the
strong start President Wolfensohn has made toward furthering this mission,
and I am confident that great progress will be made under his leadership.
Continued progress will require continued support from the Bank's
member countries. This Administration is fully devoted to meeting all of
its commitments to the international financial institutions. While I cannot
promise results, I can pledge our utmost effort. Moreover, I firmly believe
that those who are resisting the need for the United States to meet its full
commitments are gravely underestimating the importance to the United
States of the work that these institutions do, in an increasingly interconnected world.
Conclusion
I would like to conclude where I started. The emergence of a global
economy, and the unprecedented growth and integration of financial markets, have brought enormous new opportunities to all our countries and
peoples, but also new risks. Moreover, the need to help the struggling
economies and the billion people worldwide who live in poverty is unabated. The reality of the global economy is that all our countries' wellbeing, and all our peoples' aspirations, are increasingly intertwined. No
nation can stand on the sidelines. The need for participation, for cooperation, and for leadership in strengthening the global economy is even
greater than it was fifty years ago, when the Bretton Woods institutions
were founded.

STATEMENT BY THE ALTERNATE GOVERNOR OF THE
FUND FOR GERMANY
Theo Waigel
The Joint Annual Meetings of the World Bank and the International
Monetary Fund present a good opportunity to discuss current issues of
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international economic, monetary, and development policy in a cooperative atmosphere in a global forum.
With the creation of the World Trade Organization (WTO) at the beginning of this year, the international community has also set up a global
forum to deal with trade policy issues. After fifty years, this has brought to
fruition one of the central aims of the Bretton Woods conference.
The IMF, the World Bank, and the WTO have to cooperate closely in
a spirit of trust on the basis of their respective mandates. This is not only
the responsibility of the management of each institution: member governments must also ensure a coordinated division of labor between the institutions and avoid duplication of tasks.
The early and unexpected death of Lewis Preston was a great and
painful loss for the World Bank and for international development policy.
President Preston made a decisive contribution toward focusing the Bank's
activities more closely on its central tasks of countering poverty and improving the situation of the socially disadvantaged.
President Wolfensohn has taken on a difficult and challenging task. I
am convinced that he will be able to meet the challenges. I wish him well
in his endeavors.
The world economy has continued to expand in the current year. This
should not be taken for granted. The developments in Mexico and the exchange rate movements at the beginning of the year initially made the
prospects look less favorable.
However, the balance we can draw today is, all in all, a positive one.
The newly gained stability in Central and South America is especially welcome. Private investors have regained confidence there, and the prospects
for growth have improved.
Nonetheless, there is no reason to relax reform efforts. On the contrary, the events at the beginning of the year have clearly shown how
swiftly today's closely linked international capital markets can "penalize"
misdirected policy decisions. Thus it is important for the reforms introduced with great success over the past few years to be continued and—
where necessary—strengthened.
I am very pleased to note the increasingly evident signs of stabilization in the reform economies. Noteworthy growth rates are already being
achieved in many countries of Central and Eastern Europe and the former
Soviet Union. Progress is greatest and most readily perceptible where
market-oriented reforms have been swiftly and comprehensively put into
place. The people have identified the newly created opportunities and are
making use of them.
The IMF and the World Bank have made a decisive contribution to
these successes. Both institutions have again proven themselves in this historical challenge. In many instances it was only through the technical assistance and help in mobilizing financial support from abroad, coupled
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with the deployment of own resources, that reforms were made possible;
the reticence of international investors was overcome; and the process of
transformation was established in a consistent and credible framework.
Economic progress can also be noticed in Africa. Here, however, light
and shade lie close together. The financial aid of past decades has often
failed to produce the desired effects. The reduction of poverty must remain
a central objective. I expressly welcome the reform concept aimed at concentrating the activities of the World Bank and the regional development
banks even closer in the fight against poverty. But even in the poorest
countries it still holds true that there can be no sustainable improvement of
living standards without structural reforms and a stable macroeconomic
framework.
This also calls for continuing support by the international community.
It is a duty from which no prosperous country, let alone the major industrial economies, may back away. The negotiations on the replenishment of
the International Development Association (IDA) are a decisive test for the
readiness of donor countries to fulfill their international obligations. The
ongoing IDA negotiations will need to be concluded with a significant replenishment. I would welcome it if more of the newly industrialized countries, whose notable economic achievements command our respect, were
to contribute to the IDA replenishment.
In Germany, we shall not be able to fully repeat the good economic
results of last year. We expect growth to slow down to about 2!/2 percent.
While we were somewhat more optimistic at the beginning of the year, the
following vigorous deutsche mark appreciation and a rising trend in pay
settlements have tended to restrain economic activity. However, the
prospects for next year remain good. Economic growth will continue unabated. Stronger private consumption, propelled by tax cuts, will also play
a role here.
Over the past few months, general conditions for further smooth and
steady growth on a high level have further improved in Germany: the inflation rate has continued to decline and now stands at less than 2 percent,
and interest rates have fallen appreciably.
A key precondition for this favorable development and the improved
policy mix was considerable progress in the consolidation of public sector
budgets in Germany. Five years after German reunification, we can draw a
positive balance: the rise in fiscal deficits induced by unification has been corrected. In its World Economic Outlook, the IMF places Germany among the
leaders of the major industrial economies in terms of budget consolidation.
We shall consistently keep to this consolidation course in the coming
year as well, despite a continuing need for high transfer payments to the
new Lander.
The principal aim of German fiscal policy remains to reverse the rise
in the government spending ratio induced by unification. We intend to
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bring down the government spending ratio from the present level of 50*/2
percent to 46 percent of the gross domestic product by the year 2000. The
resulting leeway for fiscal policy action will be divided equally and symmetrically between the reduction of the fiscal deficit and bringing down the
tax burden.
A steady, stability-oriented consolidation policy is also the key requirement for stable exchange rate relations. This was again demonstrated
with particular force by events on global financial and currency markets at
the beginning of the year. The attention of international markets is now focused more than ever before on national economic and monetary policies.
International investors now respond almost instantly to misdirected economic policy decisions. Policies have to take these new global circumstances into account.
Sudden and massive capital movements present new and major challenges to national economic policies. We cannot and do not wish to undo
the liberalization of capital movements. It would be a major mistake to believe that we could evade the discipline of the markets by means of government intervention or by postponing unavoidable liberalization measures. Those who do not accept this risk welfare losses.
The globalization of markets requires additional transparency and
credibility of economic policy. Greater transparency enhances market stability and reduces the target for speculators. Greater transparency implies
first and foremost the up-to-date and comprehensive disclosure of key economic data. The IMF has formulated a number of recommendations on
this. Putting them into effect in member countries will also constitute an
important element of a successful early warning system.
Of course, crisis situations will not always be preventable. We therefore want to speed up procedures for the allocation of IMF credits. But this
cannot, and should not, be seen merely as a question of additional funding.
The IMF must not become a financial "safety anchor" for all sorts of
economic problems. Any risks principally have to be carried by market
participants. A bailing out only increases the moral hazard effects. Only in
the case of systemic risks for the global financial system may funds be
committed. Crisis prevention must, however, be first priority.
I expressly welcome the ongoing quota review. The IMF quotas are
not only its general source of funds but also a reflection of the solidarity of
its members and of their commitment to the institution.
Over the past few months, the IMF and the World Bank have been in
the limelight of international scrutiny. It should be emphasized here, and I
quote the heads of state and government of the Group of Seven countries,
that the IMF and the World Bank have worked well and successfully in the
first fifty years of their existence.
It is now important that the institutions are made ready to meet the
challenges ahead. Germany will play a constructive role in this.
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Lamberto DM

Global Policy Challenges and Opportunities
Despite some recent slowdown of growth in industrial countries, there
is broad consensus that the prospects for the world economy remain favorable. Growth in the developing nations is proceeding at a rapid pace
while inflationary pressures are generally diminishing. After encountering
serious difficulties at the start, most of the transition economies of Eastern
Europe are achieving remarkable results in terms of growth and inflation
control. Good progress is also being made in Russia.
World trade is growing at a pace rarely seen in the recent past and the
outlook remains good. The rapid ratification of the Uruguay Round and the
launching of the World Trade Organization should help prevent the emergence of new protectionist pressures, thereby fostering the further development of trade and competition worldwide.
The international community's successful action in preventing the
Mexican crisis from having disruptive effects and spilling over to other
countries in the region has shown that collective responses to destabilizing
capital flows can be effective when they are prompt and resolute as Minister Rubin has pointed out, and has further elaborated upon just a few minutes ago.
While the growth of economic activity in the industrial countries is
slower than previously projected, there are still grounds for optimism.
Last year's increase in long-term interest rates has been largely reversed
in recent months, and the monetary easing in many countries, which reflects improvement in inflation expectations, should help investment and
maintain the pace of real growth at levels compatible with low inflation
and increased employment. There is room, in the meantime, to take advantage of favorable circumstances to accelerate the pace of fiscal consolidation. The gains in terms of credibility resulting from similar resolute
action would undoubtedly strengthen the prospects for further noninflationary growth.
Markets'growing sensitivity to domestic and external imbalances has
added a new dimension to the challenges confronting policymakers. While
the discipline markets impose is a powerful incentive to implement sound
macroeconomic policies, their overreaction to uncertainty or delayed policy actions may prevent the attainment of socially desirable goals, and even
result in financial and real instability.
Structural unemployment, particularly in Europe, remains very high.
This is unacceptable, not only from the standpoint of equity, but also of ef-
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ficiency, owing to the high costs that unemployment entails in terms of
foregone output. High structural unemployment makes everything more
difficult in our societies: from social cohesion to fiscal balance and the
maintenance of consumer confidence.
Labor-market rigidities are a factor behind the high level of unemployment as they reduce the ability of economies to respond to adverse
shocks and to adjust to the pace of technical progress. Measures aimed at
increasing labor-market flexibility are therefore crucial. Many industrial
countries have taken steps in this direction, but more fundamental reforms
are needed to address the roots of the problem.
The Situation in Italy
Italy's public finances have improved considerably, thanks both to favorable cyclical developments and to the structural measures that have reduced current budget expenditure, especially with regard to health and
public pension systems. The adjustment process has built up considerable
momentum. The Government has sought to achieve a careful but firm balance between financial discipline and social sustainability of budget deficit
reduction, but there is no intention to relent in the effort to cut the budget
deficit further to a minimum, consistent with the policy pursued by other
industrial countries.
A better fiscal position is an important objective in itself, but it is not
the final goal of policy. Ultimately, what counts is the contribution that
smaller budget deficits and lower inflation can make to enable the private
sector to generate growth and employment.
In recent months, Italy has improved its growth performance and,
with it, its employment situation. But what has been achieved on the job
creation front falls short of what is needed, and the picture remains uneven.
Disparities in employment rates and disposable incomes between age
groups and different regions of the country remain too large. Unemployment is far too high among the young and in the south.
This calls for a two-pronged approach: higher, noninflationary
growth, and reform of the labor market to accommodate new entrants, especially the young, and to encourage private-sector investment in the
south. Naturally, public investment in education, professional training, and
infrastructure can help this process, and will be used to complement private investment.
The Developing Countries and Transition Economies
The best assistance that industrial countries can offer to developing
nations and the economies in transition is an open and growing world
economy: that is, an environment offering opportunities, the possibility to
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benefit from them, and the stability required by investors. Most of these
conditions are present today and a large number of developing countries
are taking good advantage of them. Their economic growth continues to be
impressive in the aggregate and there are signs of its spreading to laggard
regions such as Africa. Transition economies are also posting impressive
progress, and in many instances output gains for the second and third year
running.
Continued growth, however, is to a large extent to be generated internally. It requires good policies, a stable domestic environment, and an outward orientation and openness. Policies favoring capital accumulation are
among the most important, for rapid growth requires high rates of investment and domestic saving. Achieving these conditions in Africa and Latin
America is essential if the growth momentum that now exists is to be maintained. This is the responsibility of public policy.
Growth also requires good governance, both in the sense of honest
and efficient administration and in that of public participation. There are
no shortcuts that really work in the long run. Public confidence is a very
hard commodity to obtain and to conserve, but it is essential to stability
and to social and economic progress. This applies to all countries, without
exception.
Lasting economic progress requires a proper division of roles between
the public and the private sectors. The private sector is the creator of
wealth. The public sector is the facilitator of economic progress and the
guardian of its equity. Development of the private sector is a key ingredient of growth in both developing countries and transition economies. We
are carefully monitoring the progress being made, since there is no alternative in emerging countries to a healthy, competitive, employment-creating private sector.
Both individually and collectively, our countries are striving to provide adequate resources for the assistance of needy countries and their pursuit of worthwhile goals. The replenishment of the European Development
Fund is proof of this common commitment within the European Union.
But public resources are scarce and face strongly competing calls at home
and abroad.
Italy supports the International Development Association (IDA) and
resource transfers to low-income countries that need them most and whose
economies perform adequately. We will do our best to contribute to the
Eleventh Replenishment of IDA, together with our partners in Europe,
North America, and Asia. But expectations about the transfers that will be
possible must be realistic and donors must be convinced that the allocation
of these resources will be sound and fair. Our judgment on the allocation
and utilization of earlier IDA resources will largely determine the extent of
our participation in current and future mobilization efforts.
We wish President Wolfensohn well in this and other endeavors.
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STATEMENT BY THE GOVERNOR OF THE BANK FOR INDONESIA
Mar'ie Muhammad
It is an honor to address the Fiftieth Annual Meetings of the World
Bank and the International Monetary Fund, especially in this, Indonesia's
fiftieth year of independence. This year is an important one for the Fund
and the Bank. We all mourn the passing of the Bank's former president,
Lewis Preston, who contributed so much to this institution. We will sorely
miss him. I would, however, like to welcome the new president of the
Bank, James Wolfensohn, who comes to us with an impressive record of
accomplishments in a wide range of activities. We are confident that he
will be successful in leading the Bank through the coming changes. I
would also like to welcome Brunei Darussalam as a new member of the
Bank and the Fund
The changes in the world economy demand that we rethink the role of
the international institutions and reshape them to serve our future needs.
This is essential if we are going to continue successfully in our efforts to
combine growth, equity, and stability.
In 1994, real growth in Indonesia was 7.34 percent, and inflation was
less than 10 percent. Our per capita income reached $919, placing us
among the middle-income countries. Foreign investors have approved the
results of our policies and performance. In 1994, the value of foreign investment approvals was nearly triple that of the previous year.
Indonesia is firmly committed to domestic and international policies
that support rapid growth with equity and stability. It is also our firm commitment to fulfill all of our international financial obligations.
We recognize that our future lies in encouraging internationally competitive industries. President Soeharto stated in his Independence Day address, "This encouragement and support can no longer be in the form of
protection." We are committed to relaxing our trade and investment barriers. As part of this effort, we have determined a schedule for reducing tariffs to very low levels in a series of carefully defined steps over the next
eight years. Almost no tariff will exceed 10 percent in the year 2003.
Moreover, we are also convinced that working with other economies
in our region will encourage freer flows of trade and investment on a global
scale, as long as the regional groupings operate according to the global
rules. As a result of these convictions, President Soeharto assumed a leadership position in Asia Pacific Economic Cooperation (APEC) that resulted in the member economies issuing the Bogor Declaration, which expresses members'joint commitment to the goal of free and open trade and
investment in the Asia Pacific Region by 2010 for the industrial economies
and by 2020 for the developing members. Recognizing that a smaller
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group of developing countries may be able to move still faster to dismantle barriers to trade, Indonesia has been a strong supporter of the ASEAN
Free Trade Area (AFTA) as well.
We have every reason to believe that the recent outstanding performance of the Indonesian economy will be repeated next year. The forecasts
for the world economy are still quite positive. Opportunities for exports
from the developing countries are encouraging. AncJ, efforts to move toward more open markets in countries with which we trade will soon provide new opportunities for us.
In spite of the cheery picture that I have painted, we and other developing countries face growing challenges to our ability to manage our
economies and to maintain openness and stability. The globalization of financial markets has meant that we and other developing countries have
been affected by events that only a few years ago would probably have
had little impact on us. With daily foreign exchange transactions now running at some 70 times the volume of world trade, what happens on one
side of the world causes turbulence in countries on the opposite side of the
world. The volume of short-term money that now moves around the world
threatens the ability of any single country, acting on its own, to maintain
stability. Similarly, efforts on our part to use monetary policy to manage
the economy are constrained by interest rates elsewhere, particularly in
Europe and the United States. In sum, monetary policies can no longer be
designed in isolation, and their power to encourage stability is being
eroded.
Even fiscal policies are affected. The globalization of capital markets
has meant that our government budgets and our foreign exchange positions
are driven by exchange rates between currencies other than our own. The
recent shifts in the yen-dollar rates, for example, have increased and then
lowered our debt-service payments. The result of all this is that individual
countries are bounced around by unstable world markets and have less and
less control over their destinies. Only collective action, with the support of
multilateral institutions, can deal with unstable international financial markets and exchange rates.
Of course, the multilateral organizations recognize the changes that
are occurring in the world economy, and they have responded with some
new initiatives. In this regard, we welcome particular actions, such as the
Bank's institution of single currency loans, which enable borrowing countries to manage their exposure to exchange rates more effectively. In spite
of progress on some fronts, however, overall change on the part of the multilateral organizations has been slow. We recognize that restructuring and
reorienting any large organization is difficult. We are encouraged by the
fact that, in the past, the Bank and the Fund have indeed adapted to a
changing world. They have shifted from their original focus on war-damaged Europe and competitive devaluations to promoting rapid growth in
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the developing countries. And, with respect to this task, they have adapted
to changing paradigms and goals in the field of development.
The current slow pace of change is, I believe, also partly due to a lack
of consensus on the moves to be made. Outside groups have made numerous suggestions; these have included recommendations that emerged from
the Halifax meeting of the Group of Seven, efforts on the part of the NonAligned Movement, and numerous studies and reports by various academic groups, think tanks, and nongovernmental organizations (NGOs). We
believe that these efforts contain many valuable suggestions and urge the
World Bank and the IMF to consider them very seriously and to respond
with concrete plans for change.
The ultimate goal of reform is clear; the organizations must renew
their significance and their contribution to growth, equity, and stability in
a newly globalized world economy. The reformed institutions should not
compete with private sector institutions. We do not need multilateral organizations to do what private institutions can do perfectly well.
It is indeed very heartening to learn of the initiative of Mr. Wolfensohn regarding the setting up of a separate fund for the purpose of multilateral debt reduction. Until recently, the very idea of multilateral debt reduction was considered, in some circles, as unnecessary and irrelevant.
Even the existence of a multilateral debt problem was questioned.
As chairman of the Non-Aligned Movement, Indonesia wishes to
draw the attention of this distinguished gathering to the fact that the debt
burden and debt overhang of many developing countries, in particular the
poorest countries, are far from being resolved. It is our belief that for the
poorest developing countries repetitive rescheduling of debt diverts scarce
administrative resources from addressing problems of economic development and poverty alleviation. What is required is not further debt rescheduling but a once-and-for-all debt settlement, through the meaningful reduction of all categories of debt. No major group of creditors should be
excluded, meaning that it is illogical and ultimately counterproductive to
exclude multilateral creditors.
For many poor countries, the servicing of multilateral debt has become the bulk of debt-service payments. At present, there is no possibility
for debtor countries to reschedule, let alone reduce their multilateral debt.
As a matter of fact, many poor, debt-distressed countries are able to service their multilateral debt because they do not service their bilateral debt
fully. As a consequence, while they service their multilateral debt, at the
same time they are forced to accumulate large and growing arrears on their
bilateral debt. It also means that whatever bilateral assistance these countries receive is channeled to service their multilateral debt.
It has also been asserted that there is no way for the multilateral financial institutions to consider multilateral debt reduction because it will
jeopardize their credit rating. This argument against multilateral debt re-
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duction does not hold water. The multilateral financial institutions are not
only financially strong, but their reputation in international markets depends on capital guarantees from their members, in particular the major industrial countries.
The major industrial countries have recognized the existence of a substantial multilateral debt problem and have asked the Bretton Woods institutions to find a solution to this problem. Allow me to quote the relevant
part of the communique of the Group of Seven summit in Halifax, Canada,
dated June 15-17, 1995: "We recognize that some of the poorest countries
have substantial multilateral debt burdens. We will encourage the Bretton
Woods institutions to develop a comprehensive approach to assist countries
with multilateral debt problems through the flexible implementation of existing instruments and new mechanisms where necessary and better use of
all existing World Bank and IMF resources and adoption of appropriate
measures in the multilateral development banks to advance this objective."
Thus, the Group of Seven, the Non-Aligned Movement, other members of the World Bank, the Fund, the NGOs, and the rest of the international community are emphasizing the urgency to arrive at effective solutions to the debt problems of the poorest countries, in particular their debt
to multilateral institutions. We therefore applaud the initiative of Mr.
Wolfensohn and urge all other institutions and member governments to
give their full support to this endeavor.

STATEMENT BY THE ALTERNATE GOVERNOR OF THE FUND FOR THE
UNITED KINGDOM
Edward A J. George
I am delighted to deliver the U.K. statement in the place of the Chancellor of the Exchequer.
Central Bank Governors are always conscious of the risks and uncertainties surrounding prospects for both the world economy and their own
parish. Although there are short-term uncertainties facing us all, the
medium-term prospects for the world economy look, at present, relatively
benign. The Fund's prediction is for continuing growth in the Group of
Seven countries at around its long-term trend.
Inflation remains subdued. And the Fund expects Group of Seven inflation to remain around current levels. We must not lose sight of the longterm benefits of price stability. In the three meetings that I have attended
as Governor, I have been struck by the contrast between the shared commitment to sound monetary and fiscal policies around the world now, and
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the somewhat eclectic approach to macroeconomic policy which often prevailed when I attended earlier in my career.
In the United Kingdom, while there are—as elsewhere—uncertainties
in the short term, the economy is fundamentally sound. We share the view
of the International Monetary Fund that the prospect for the United Kingdom over the next two years is for sustained growth with low inflation. Unemployment has fallen by nearly 700,000 since its peak, and our unemployment rate is below the European Union (EU) average. At the same time,
inflation has fallen to its lowest rate in a generation; and although the increase in import prices over the past year may lead to some rise in the short
term, the outlook further ahead remains encouraging. To achieve our inflation target of 2!/2 percent or less, we must nevertheless, of course, persist in
sound monetary and fiscal policies.
Outside the Group of Seven, the emerging markets of East Asia continue to grow strongly. And the same is true of some Eastern European
countries. Russia, too, faces brighter prospects. But parts of Latin America
remain in the doldrums. Mexico, in particular, is going through a painful
period of adjustment. We welcome the evidence that Mexico is now getting back on track. But the earlier large decline in Mexico's GDP provides
us with a salutary reminder of the costs of financial and economic crises.
Avoiding Financial Crisis
Several lessons are now evident from this particular episode. I want to
highlight five:
• first and foremost, that prevention is better than cure;
• second, that if crises do occur, the international community needs
prearranged procedures to enable it to decide how to respond;
• but that third, in a world where private capital flows have become so
large, we must not exaggerate what official financing can achieve—a
crisis will force the adoption of sound policies so it is better to adopt
them in advance;
• fourth, it is worth exploring whether there are more orderly ways
of managing situations in which the servicing of sovereign debt is
interrupted;
• and fifth, getting the benefit of liberalized capital flows means we
need effective coordination of financial market supervision both
within and especially between countries.
Prevention Better Than Cure
Integrated and liquid global capital markets mean that now, more than
ever, prevention of crisis is better than cure. Sound economic policies,
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backed up by effective surveillance by international financial institutions
and markets, are the key.
The United Kingdom has strongly supported efforts to improve the
Fund's own surveillance procedures. That means a sharper focus on those
countries of global significance, encompassing both industrial countries and
emerging economies. It means franker and more candid assessments by
Fund staff, management, and the Board. And it means devoting more attention to financial market developments, capital flows, and the maturity structure of debt.
Equally important, markets themselves must be able to reach informed and timely judgments about economic prospects. Group of Seven
leaders at Halifax called on the IMF to establish benchmarks for the publication of key economic and financial data. I welcome the action taken by
the Interim Committee toward implementing that call. In particular, setting
a more rigorous standard for those countries that aspire to use international
capital markets represents a significant step forward. It is crucial that the
Fund identifies for the higher tier only those countries continuously meeting the higher standard.
Responding to Crises
But try as we might we are unlikely to succeed in preventing every
crisis. We must then decide whether official international support is appropriate, and, if it is, have the capacity to act quickly.
As a step toward that objective, we are establishing an emergency financing mechanism, clarifying the procedures to be followed when the Fund
is to lend rapidly, especially in large amounts, in exceptional circumstances.
We are also making important progress toward ensuring that the Fund
will continue to have sufficient resources to help countries implement
sound adjustment policies. There now seems to be a near consensus on the
case for a quota increase, although much work remains to be done on determining its appropriate size, distribution, and timing.
And, in line with the request from the Halifax summit, we are looking
at ways of expanding the General Arrangements to Borrow (GAB).
Importance of Sending the Right Signals
to the Markets
In putting these arrangements in place, we must never give the world's
capital markets the impression that the international financial authorities
will ride to the rescue of every sovereign debtor in difficulties over debt
service or foreign exchange. Creditors should not assume they will be
bailed out. That is one very important reason why the use of the GAB has
always been so tightly circumscribed. Moreover, we must now acknowl-

©International Monetary Fund. Not for Redistribution

UNITED KINGDOM

69

edge that in today's capital markets, private sector flows have become
much larger than the amounts available in the form of official finance.
The U.K. authorities attach great importance to the statement by Group
of Seven leaders at Halifax that "there can be no presumption that multilateral financing will be provided in every instance of local or regional financial crisis." Because if markets think otherwise, it could lead to a serious distortion in the way they allocate global savings. Rows to a number of
sovereign debtors would be too large, priced too cheaply, and continue for
too long. Countries could be lulled into delaying the stabilization and adjustment policies needed to secure their medium-term economic health and
stability. We would, in short, be creating significant moral hazard for both
lenders and borrowers.
As far as the IMF is concerned, we must never lose sight of the fact that
its primary purpose is to support countries that pursue sound policies. The
Fund has not been tasked with the job of "bailing out" creditors. Nor is it,
and nor can it become, a lender of last resort to the international financial
community.
Orderly Sovereign Debt Workout Procedures
Limitation of moral hazard is also one reason for the work being conducted, under the aegis of both the IMF and the Group of Ten, on so-called
"orderly workout" procedures. We are exploring whether there is a workable
"middle way," between large-scale official financing and disorderly default,
when a sovereign borrower becomes unable to meet its debt-service obligations in full.
In our view, it is important to be open with the markets about this
work. If the exercise were to be conducted solely by officials behind closed
doors, it could not only give rise to unfounded—but nevertheless destabilizing—rumors in the markets, but could also lead to proposals that fail to
take account of market expertise.
The Importance of Financial Sector Reform
and Strong Supervision
The final issue thrown into stark relief by the Mexican crisis is the degree of stress that tough adjustment policies can suddenly impose on a country's financial infrastructure. A recent Fund Board discussion rightly emphasized that liberalization of capital account transactions—an objective that
the U.K. authorities strongly support—has to be accompanied by broad financial sector reform.
The combination of capital account liberalization and deregulation
means that most financial organizations now handle instruments that straddle different markets and different countries. These developments make it
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imperative that financial supervisors work closely together across both national and industry frontiers.
It is against this background of increasing globalization in financial services that the Group of Seven leaders called for the Bank for International
Settlements (BIS) and the International Organization of Securities Commissions (IOSCO) to report on how closer cooperation between regulators and
supervisors could enhance the monitoring and containment of risk.
Conclusion
We face a challenging future as the world becomes more integrated. I
am confident that our international financial institutions can respond, and
as necessary change, in the face of changing demands.
In that connection, let me conclude by joining with others in congratulating Jim Wolfensohn. Jim has a very substantial task in front of him as
he seeks to improve the Bank Group's effectiveness.
Some issues are already clear. For example:
• the need for much greater coordination and cooperation between the
International Bank for Reconstruction and Development (IBRD), the
International Finance Corporation (IFC), and the Multilateral Investment Guarantee Agency (MIGA) as they work to support development
in the private sectors of emerging, transition, and developing countries;
• the need to press ahead to bring the Bank closer to its clients, for instance by transferring responsibilities to people in the field;
• and the need, along with the IMF and regional development banks,
to find a comprehensive and lasting solution to the special problems
faced by the severely indebted low-income countries that are following reform programs.
We very much look forward to working with Jim as he unveils his
ideas on the way ahead.

STATEMENT BY THE GOVERNOR OF THE BANK FOR CHINA
Liu Zhongli
First of all, on behalf of the Chinese delegation and in my own name,
I wish to express our warm congratulations to you on your assumption of
the Chairmanship of the 1995 Annual Meetings. I believe that under your
guidance, these meetings will be a great success.
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Again, I would like to take this opportunity to congratulate Mr.
Wolfensohn on his appointment as the ninth President of the World Bank.
We hope that under his leadership, the World Bank will make new contributions to world development.
The Chinese Government is committed to development and focusing
on economic construction, with a fundamental objective of improving the
living standards of 1.2 billion people.
The year 1994 witnessed the deepening of reform and the continued
encouraging progress of the Chinese economy. China's GNP grew by 11.8
percent over the previous year. In the first six months of this year, the economy went smoothly, resulting in 10.3 percent real GDP growth as compared with the same period of last year. Macroeconomic adjustment has
been effective, investment structure has improved, and the inflation rate is
slowing down to the targeted level.
During the period 1991 to 1995, China achieved the best economic
performance ever since it was founded, fully reflecting the tremendous impact of the reform and opening-up program. The real average annual
growth rate of GNP in this period was 11.7 percent, or 4 percentage points
higher than the previous five-year period. The national economy developed
in a more healthy and stable manner. As a result, China's economic
strength has been enhanced and the people's living standards improved.
Ever since the reform and opening-up program was launched, China has
succeeded in achieving its objectives targeted for each phase of development. The Chinese people are proud of these well-deserved achievements.
But this is not to say that everything is rosy. We are fully aware that
China is still a developing country, and tough economic and social problems remain to be resolved, such as the relatively weak agriculture sector,
difficulties of some state-owned enterprises, and growth disparity between
the coastal and inland provinces. There is an urgent need to further improve and deepen the reform programs in various areas. With full confidence, however, the Chinese people are able to address these issues and
achieve a stable and sustainable development.
Our confidence is justified by the following: first, with the experience
of reform and opening up over the past sixteen years, China has worked
out an appropriate development approach, that is, to establish a socialist
market economy in the context of the actual situation of the country; second, China enjoys political stability; third, since the founding of the People's Republic of China forty-six years ago, and since the starting of reform and the opening-up program in particular, China has built up a solid
economic foundation; fourth, the relatively low starting level of the country's economy and the huge potential demand of its market, which is also
open to the world, provides a lasting driving force for future development.
Reform and development of more than a decade have given an entirely new face to China's economy: it is now an open economy and has
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become an indispensable part of the world economy. While bringing benefits to the Chinese people, China's development has also created favorable
opportunities for other countries.
China's fast-growing exports make it possible to increase imports, particularly of high technology and high value-added products, thereby creating
high-income job opportunities for the industrial countries. And development
in China has provided vast markets for foreign investors, attracting a steady
flow of external capital into the country. The Chinese Government encourages investors who aim at long-term return to invest in priority economic
sectors by improving the investment environment based on market-mechanism. We in China sincerely welcome foreign investors to share with us the
opportunities made available as a result of our economic development.
Facts have always shown, and will continue to show, that a prosperous China will not only benefit the development of the world economy, but
also represent a strong force for maintaining world peace and stability.
The World Bank, IMF, and other multilateral institutions have in various ways made positive contributions to China's reform and development
in the past fifteen years. The successful cooperation between developing
member countries, including China, and multilateral institutions has
demonstrated sufficiently that these institutions can still make a great difference in the developing world.
Both as a shareholder and a major borrower of the World Bank, China
is very much concerned with the future of the World Bank. It is our view
that the role played by the institution over the past fifty years should be
fully recognized and its limitations should be evaluated in a historical context. The World Bank should undertake reform to adapt to changing circumstances, enhance efficiency, listen more readily to its developing members, and more adequately meet the actual needs of its borrowers.
Nevertheless, we believe that whatever approach the Bank adopts to reform itself, the institution's fundamental objective of promoting development in its member countries should remain unchanged. The United Nations system should maintain a division of labor with each member
assuming its own responsibilities. The World Bank must adhere to its Articles of Agreement and continue to promote the transfer of resources to
developing countries as its most fundamental objective.
Here and now, we want to express our deep concern over the IDA-10 Replenishment and the prospect of IDA-11. The experience in the past decade
shows that, as a direct assistance to the poorest developing countries, IDA has
played an irreplaceable role in carrying out the development functions on the
part of the World Bank. We appreciate the active efforts the World Bank has
been making for IDA. We call upon the major donors to take a positive attitude to ensure that IDA reach a satisfactory level of replenishment.
The International Monetary Fund has made positive contributions to the
adjustment programs of developing countries and economies in transition.
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We support a large increase of the IMF quotas in a timely fashion in order to
provide adequate assistance to the financial needs of its member countries.
In our opinion, the growth of developing countries should be fully reflected
in the calculated, as well as actual, quotas of the IMF. In the past sixteen
years, the economic growth rate in China has averaged 9 percent, which is
much higher than the world average. China's foreign trade has also been expanding rapidly. However, since the Ninth General Review, the share of quotas of China has been on a continuous decline and the present level does not
truly reflect its growing economic strength. We are seriously concerned with
this anomaly, and hope that it can be duly addressed by the IMF as early as
possible.
We have consistently held that the IMF should obtain its financial resources mainly through quota contributions from its member countries.
With this prerequisite in mind, we support the recommendation to increase
the total General Arrangements to Borrow (GAB) commitment and expand
its scope. I wish to stress here that, given the cooperative nature of the IMF
as an inter-governmental organization, decisions on GAB-related issues
should be made within the framework of the IMF. By the same token, new
members of the GAB must be on an equal footing with old members, and
participants and non-participants alike must be treated equally for the use
of GAB resources. We would also like to reiterate our position that the
Fund should refrain from financing through channels other than official
sources of members.
We support the provision by the IMF of concessional financial assistance to low-income developing countries through the enhanced structural
adjustment facility (ESAF). Developed countries should fulfill their financial obligations towards the "Interim ESAF" so that the self-sustainable
ESAF can start on time.
We continue to lend our support to the proposal of a general allocation
of SDRs proposed by the Managing Director of the IMF. It is our hope that
major industrial countries will reconsider their positions in the spirit of cooperation with a view to completing the SDR allocation at an early date.
The Chinese people pay close attention to the situation of the world
economy while devoting themselves to the national development. The
world economy in 1995 has been moving in a positive direction: many developing countries continue to maintain a high growth rate, most transitional economies begin to gain net growth, and the majority of developed
countries have fully recovered from recession. Despite all these positive developments, the world economy is far from problem-free: the incidence of
poverty is still prevalent in many developing countries; the exchange rates
of major industrial countries remain volatile; trade protectionism persists;
and severe uncertainties continue to exist in the external environment of developing countries. And the most worrisome is the continued decline of official development assistance (ODA). We call upon developed countries to

©International Monetary Fund. Not for Redistribution

74

SUMMARY PROCEEDINGS, 1995

keep in mind the common interests in the development of global economy,
take into their full consideration the impact of their policies on developing
countries, and fulfill their international obligations.
We, in China, are making immense efforts to develop our national
economy. We are well aware that development is not just a task exclusively
for China and for developing countries; it is a noble cause for the entire
mankind.

STATEMENT BY THE GOVERNOR OF THE BANK AND THE FUND
FOR FRANCE
Jean Arthuis
The outlook for the world economy is good. Although growth forecasts in industrial countries have been revised downwards slightly since
last year, they have improved in developing countries, in spite of the Mexican accident, as well as in the countries in transition. We must do our utmost to ensure that these broad-based prospects are further strengthened.
The success of the fight against unemployment and in favor of sustainable
development, which are in the forefront of our concerns, depends on it.
In this respect, the industrial countries have a major responsibility,
which goes beyond the management of their domestic economies, as their
internal or external imbalances have a detrimental global impact in view of
the globalization of financial markets. France, for its part, has addressed
the task of fiscal consolidation with determination so as to be ready for the
transition to the single currency, a crucial step for Europe, but also because
it is absolutely necessary to consolidate the current pattern of growth.
The reduction of major external imbalances of some countries is just
as crucial because these imbalances disrupt the proper allocation of savings and are a permanent vector of monetary disorders.
Over the past year, we have both worked and acted together to enable
the IMF to strengthen its central role in the surveillance of the world economy and to provide it with the resources necessary to discharge the new
tasks with which we have entrusted it, as well as its traditional tasks which
it does both competently and efficiently. I welcome the significant progress
that has been made in this area and which was confirmed the day before
yesterday by the Interim Committee.
Procedures have been put in place and financial resources are available but they must be further increased. The IMF must attain a size commensurate with the development of world trade and have resources appropriate to the requirements of its members and necessary for its own
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financial soundness. It is therefore important that we reach rapid agreement on a substantial and equitable increase in IMF quotas. To me, this is
the number one priority because it affects the Fund's equity and therefore
the solidity and financial credibility of the institution.
In accordance with the conclusions of the Halifax summit, the resources available under the General Arrangements to Borrow are to be
doubled very soon with the involvement, I hope, of new contributors to the
structure to be set up. These, however, are additional resources which can
in no way be a substitute for an increase in quotas.
It is also necessary to explore solutions for an equitable distribution of
SDRs between all IMF members. I very much hope that, if all involved are
willing, we shall find a solution next year.
I turn now to a subject of major importance to my country: development aid. The international community is, as I see it, at a crossroads. There
have never been so many encouraging signs, but at the same time there are
very serious causes for concern.
In recent months, France has had good reason to strengthen its confidence in development assistance. It has been gratified to see the increasing
capability of some developing countries to attract private financial flows.
It has been impressed by the results obtained by countries that are introducing the necessary reforms of their economies with the involvement of
the Bretton Woods institutions. I am thinking particularly of countries in
Africa, many of which, since the beginning of 1994, have been implementing courageous policies with skill and determination which have resulted in very satisfactory rates of economic growth.
These results are an incentive to continue international development
aid. I can assure you that France remains as determined as ever to participate in this international effort. It will focus more than ever on increasing
the effectiveness of that aid. The conclusions that we can draw from recent
success stories and the work we have done here together over the past few
days show that we can still do more with the resources available. I think
that it is particularly important to concentrate aid on the poorest countries
which do not have access to private flows and which are pursuing effective
economic and social development policies.
At the same time, France realizes the countries that are pursuing these
development policies remain for the time being dependent on international
solidarity for their financial viability. France would wish to see the international community respond. And yet, in this area, I must record my concern that the major negotiations currently under way are being overly influenced by pessimism and the temptation of isolationism.
There is certainly some reason to be satisfied, however. My country
warmly welcomes the agreement that has been reached to make the enhanced
structural adjustment facility permanent. But I remain concerned about the
negotiations on International Development Association (IDA) replenishment.
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The recent success stories that I have just referred to are evidence that
IDA can be proud of its record and yet we are encountering real difficulties in maintaining its resources at an adequate level. IDA is the cornerstone of our common action in favor of development, enabling the financing of the most difficult and the most costly reforms. Without it, the impact
of international aid, and in particular that of the World Bank Group, would
be seriously diminished.
For France, a significant replenishment of IDA is an absolute and urgent priority. It calls upon the other donors and lenders, and in particular
the leading one, not to turn back but to continue their joint efforts to finding an equitable way of maintaining what remains the main source of longterm finance for the poorest countries and their development.
Once IDA has been sufficiently replenished, we can introduce innovations or improvements to the existing instruments. We all know that
there is no lack of ideas in this respect. We must mobilize all the available
instruments to implement a strategy of stable financing for the development of the poorest countries.
In this respect, I can assure you that a country like France which has
not hesitated to forgive $11 billion worth of debt of its poorest partners will
come up with new ideas. But we must not reverse the order of priorities:
the funding must be secured first for without it the ideas will be little more
than posturing.
The world has taken major steps over the last few months and in the
right direction. It is our duty to accompany and support these developments.
They must be a source of hope and confidence for the peoples of the world.

STATEMENT BY THE GOVERNOR OF THE BANK FOR SWEDEN
Goran Persson
I am honored to speak on behalf of the Nordic countries—Denmark,
Finland, Iceland, Norway—and my own country, Sweden. Let me start by
welcoming the new President of the Bank.
Overall Economic Prospects
Many developing countries have continued to improve their performance through macroeconomic stabilization and restructuring of their
economies. Today, developing countries are expected to grow by more than
5 percent a year during 1995-97. This bright outlook, however, masks wide
differences across regions and countries, and not least within countries.
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The main problem is that progress continues to be uneven, bypassing
hundreds of millions of the world's poorest. Helping the poor to realize
their potential presupposes redistribution of resources. Real progress in
addressing poverty can only be achieved by a balanced and just social and
economic development, allowing the expected economic growth to benefit all.
I note with satisfaction the rebound of private capital flows to rapidly
growing economies and medium-income developing countries. This shows
that macroeconomic stabilization with the emphasis on fiscal consolidation and structural reforms pays off. Improved access to private investment
in some faster developing regions should be used to make room for a larger
share of official development assistance (ODA) and further debt relief to
the poorest and most indebted countries.
But supportive measures should above all include improved access
to industrial countries' markets. In that regard, a multilateral and rulebased trade regime is important for both developing countries and countries in transition. The Bank's catalytic ability to mobilize resources, both
private and concessional, will continue to be important for all developing
countries. In order to strengthen its impact, the Bank should also take
steps to further develop its financial menu offered to borrowing member
countries.
The Social Aspects of Adjustment
Experience has shown that sound policy reforms do produce economic growth. But in many cases the opportunity to reduce poverty has not
been seized and income inequalities remain high or even growing. This
gives cause for deep concern. The Bank must be prepared to engage in serious discussions on the sensitive issue of reducing income inequalities.
Substantial attention must also be devoted to the social consequences
of adjustment and transition. Far too often, it is the poorest who have suffered the most from public expenditure cuts. Adjustment programs should
contain measures to protect the interests of the poor and improve their income opportunities during the transitional period. Thereby, they will also
be in a better position to participate in and benefit from economic growth
when it resumes.
Urgent priority needs to be given to human resources and skills development. Education is perhaps the most fundamental factor for combating poverty. Focusing on women and girls is especially important since
their large potential is often untapped, due to the many constraints they
face.
The Bank's policy conditions must be viewed as necessary and sustainable by the government concerned. Without ownership, adjustment
will not work. Only by actively involving all parties in the process can the
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impact of policy change be sustainable. The greatest challenge for the
Bank lies perhaps at the local level where achievement of true partnership
is needed the most.
Developments in the Transition Countries
Output performance of the transition countries that advanced early
and rapidly on the road toward stabilization and structural reform are beginning to show positive rates. Where reform has been delayed, output decline has been extremely sharp. The prospects for many countries indicate
a need for pressing ahead with the necessary adjustment. Yet progress remains slow, in particular in some republics of the former Soviet Union.
The World Bank, with its systemic approach to reform, is the key institution in this area. Sustaining output recovery will require renewed efforts to
address the structural issues. It is important that the Bank gives high priority to this central task, for example by assisting transition countries with
enterprise restructuring and financial sector reform.
The transformation from a centrally planned system to a market
economy implies far-reaching enterprise restructuring, which in turn depends on the existence of functioning financial institutions* Recent turbulence in the financial sector of several transition countries illustrates the
need for fundamental changes. Together with donors, the World Bank
should support financial sector operations in these economies, aimed at
strengthening their payment systems and developing a sound institutional
framework.
The process of transition also involves an integration into the international economy. In this regard, the Bank has an important role to play, not
least in post-conflict countries. In such countries, the Bank, together with
other international organizations, can promote vigorous reconstruction of
economies destroyed or disrupted by war—the purpose of the Bank fifty
years ago.
In post-conflict countries and societies where peace is still fragile, the
Bank's analysis and advice need to bear this state of affairs in mind and
apply an appropriate time frame. One of several such complex and important aspects when working together with other institutions to rebuild postconflict societies, is to facilitate the gradual return of refugees to productive employment in their countries of origin.
Throughout history, it is well known that foreign direct investment effectively contributes to an integration into the international economy. It
brings with it transfer of know-how, enhancement of market access, and
expansion of international trade. It is the most valuable form of private external finance, yet many countries in transition still show a certain ambivalence toward foreign direct investment. A change of attitude is therefore needed if more countries are to benefit from these investments. Here
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too, the World Bank, through its active policy dialogue, can make an important contribution.
The Crisis in Multilateral Cooperation
The Nordic countries share the priorities of the International Development Association (IDA) and strongly believe IDA plays a pivotal role in
reducing poverty. We view IDA as the primary multilateral channel for the
promotion of sustainable development in the world's poorest countries. We
are therefore deeply concerned about the drastic cutbacks that are threatening the IDA program.
The failure of the Bank's largest shareholder to honor its commitments to IDA would not only lead to a shortfall in resources, for the current IDA program, but also puts into question the long-term viability of
IDA. This lack of resources cannot be compensated for by other member
countries. For example, in my country, taxpayers are already now contributing almost four times as much to IDA as the American taxpayer.
In addition, and this is even more serious, the problem we are facing
goes beyond IDA. The most basic pillar of the multilateral system is the mutual respect of common agreements. If the most important member of this
system fails to honor its commitments and is unwilling to share the burden
with the rest of the donor community, the whole system will start to crumble.
Therefore, I would like to take this opportunity, a few days before the
next replenishment meeting, to urge the U.S. Congress not to take an unfortunate decision that might have negative repercussions on the entire
multilateral system, and in the end affect the new democracies and the
poorest people.

STATEMENT BY THE ALTERNATE GOVERNOR OF THE BANK
AND THE FUND FOR JAPAN
Yasuo Matsushita
It is a great pleasure for me to give this address at the Fiftieth Annual
Meetings of the World Bank Group and the International Monetary Fund.
Before making my policy remarks, I would like to extend a warm welcome to Brunei Darussalam, which has just joined both the Fund and the
Bank. I must express our respect and gratitude to the President of the
World Bank, Mr. Wolfensohn, and to the IMF Managing Director, Mr.
Camdessus, as well as to the Executive Directors and staffs of these two
institutions for the excellent work they always do.
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Now allow me to take this opportunity to express our most heartfelt
condolences over the passing of Mr. Preston, who served as an excellent
leader and as the eighth president of the World Bank for four years. I also
welcome our new president, Mr. Wolfensohn, and extend to him our best
wishes. I believe that the expertise and influence Mr. Wolfensohn has acquired as a leading international investment banker and financier will be
valuable assets for all of us.
State of the World Economy and Policy Coordination
Let me begin by reviewing the state of the world economy. After hitting bottom in 1991, the growth of the world economy as a whole has accelerated, while price levels generally have stabilized. Growth in the
emerging economies of Asia and of other developing countries has undoubtedly been the main engine for this. Also, with economies in transition generally on a path of recovery, the world economy now seems ready
to draw on the peace dividend following the end of the cold war era.
For continued growth of the world economy, it is essential that our
member countries work jointly on three policy priorities: sustained noninflationary growth of industrial economies; strengthened stability in the
policies of emerging economies as well as in the economies in transition;
and sustainable growth of developing countries.
While economies of the industrial countries are generally expanding,
the pace of growth has slackened somewhat. Many industrial countries are
burdened with high levels of structural unemployment and fiscal deficits,
yet inflation remains at the lowest level since the early 1960s. In order to
maintain momentum, industrial countries must carry out structural reforms while implementing policies to achieve sustained noninflationary
growth.
Above all, fiscal consolidation should be, I believe, the main policy
priority for all industrial countries. Continued large fiscal deficits will undermine the flexibility of fiscal policy, and only add to the burden of future
generations, thus serving as a major obstacle to the development of the
world economy. The fiscal situation in Japan, in particular, has noticeably
deteriorated. Japan must, therefore, actively pursue fiscal consolidation.
Stabilizing exchange rates is also an urgent priority for the entire
world economy. It is thus imperative for industrial countries to strengthen
their efforts in reducing internal and external imbalances and to continue
to cooperate closely in exchange markets, so that exchange rates will reflect underlying economic conditions of each economy. With this avowed
intent, the Group of Seven finance ministers and central bank governors
stated on October 7 that they had welcomed the orderly reversal in the
movement of the major currencies that began following their April meeting and that they would welcome a continuation of these trends consistent
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with underlying economic fundamentals. We firmly intend to maintain
close cooperation with relevant countries in exchange markets.
I now turn to the Japanese economy, whose pace of recovery appears
gradual. Recently, however, we have seen some positive signs, such as a
move toward the orderly reversal of the exchange rate of the yen and a rise
in the stock market. On September 8, the Bank of Japan cut the official discount rate to 0.5 percent, the lowest rate ever, and on September 20 the
Government of Japan announced a package of economic measures worth a
total of over ¥14 trillion, the largest ever in terms of working expenditures.
These policy measures are expected to steer the Japanese economy onto a
steady recovery path, by restoring market confidence, and to contribute to
the sustained growth of the world economy as a whole.
I am fully aware that the stability of Japan's financial system is a subject of growing interest to the world in the context of deepened integration
of the world's financial markets. Japanese financial institutions are steadily
addressing the problem of nonperforming loans, and the Japanese authorities are determined to take appropriate actions to make our financial system more stable. The authorities have responded swiftly to cases of some
failed financial institutions on the basic principle of protecting depositors.
We are further deliberating on an amendment to the deposit insurance system, and also on public intervention in this issue including the temporary
use of public funds, while respecting the principle that such an issue
should be addressed within the financial system as much as possible.
For the Stability of Emerging Economies
and of Economies in Transition
The dramatically expanding flows of capital in private sectors and the
emergence of new financial products have contributed, I am sure, to the
growth of the world economy, by rapidly expanding the international capital markets and furthering integration. However, the expansion and integration of the financial markets has created new risks in which a financial
crisis in one market can have an immediate and contagious effect on other
markets.
To date, the International Monetary Fund has played a pivotal role in
the international monetary system. I hope and trust that the Fund will also
play a leading role in coping with this new risk.
To cope with a liquidity crisis with systemic risks, prevention is the
best course of action. For that, it is essential that each member country pursue a sound fiscal and monetary policy of its own. When appropriate, however, it is expected that the Fund, while making the most of its hard-won
mutual trust with members, will use its influence to promote policy discipline with its members at an early stage through enhanced surveillance, including data provision to the Fund and standards to guide members in the
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publication of data, as well as via an improved early warning system of national economic policies and financial market developments.
Should such a crisis occur, it is essential that the Fund play a central
role in coordinating concerted action by the whole international community. And, in this sense, the exceptionally swift and bold action taken by
the Fund and its members in response to a series of developments in the
emerging economies last January should be taken as an example of our
firm commitment and determination to contain crises.
To allow us to remain fully prepared for possible future crises, we
should establish the emergency financing mechanism and develop new financing arrangements in a flexible manner with the aim of doubling the resources currently available under the General Arrangements to Borrow
(GAB), taking into account the intentions of potential participants.
The new financing arrangements alone, however, will not allow us to
maintain the resources of the Fund at required levels, when we consider
the diverse roles of the Fund, such as support for strengthening stability
of economies in transition and of emerging economies. Economies in
transition, in particular, deserve continued support for their efforts to privatize public sector corporations and to implement structural adjustments,
regardless of the improvement in the macroeconomic situation. Accordingly, candid discussions must be held among member countries to make
the Fund's resources sufficient through the Eleventh General Review of
Quotas.
Support for Developing Countries
I would now like to outline Japan's views on assL .ance to developing
countries through multilateral development institutions.
First, I would like to express our views on development assistance
strategy, focusing on the importance of respecting "uniqueness" and "diversity." The ultimate goal of development assistance strategy is, I believe, to ensure that the effects of current development endure, so that
they will last through and benefit future generations. rihe problems facing
developing countries and their needs for development are diverse, reflecting their stage of economic development and sociocultural conditions,
which vary by region. Appropriate policies to increase and sustain the effects of development do, of course, vary, reflecting regional diversities. At
the same time, the improvement of economic infrastructure remains essential to sustainable development in many parts of the world. And, in
most developing countries, environmental considerations and the development of human resources are also among impending issues that need to
be addressed.
In response to the uniqueness and diversity of each developing economy, the development assistance strategy of multilateral development in-
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stitutions must, I believe, be equally diverse, because a static, unified approach simply will not work. In fact, development banks in each region
have long tailored their missions, policies, and methods of doing business
to the uniqueness and diversity of their particular region. The World Bank
and development banks in each region should further develop strategies focusing on the uniqueness of each region through the active exchange of experience and ideas, while enhancing cooperation as a whole. That will be
the most appropriate way, I believe, to ensure that development assistance
has maximum impact.
Second, I would like to emphasize the importance of the exchange of
ideas and experience. Both industrial and developing countries, as well as
the development finance institutions, have continued to acquire extensive
development experience. It will be extremely meaningful for us to share
this experience and promote intellectual exchange in such a way that this
wealth of experience can be fully drawn upon. Particularly fruitful is the
sharing of experience among developing countries. To further promote
such an exchange, I would like to announce that, in addition to the current
working-level meetings of related officials, Japan will offer further opportunities for the exchange of ideas and experience in which experts from the
private sector, as well as from academia, can participate.
Third, I would like to make some remarks on the immediate priorities related to development assistance. Many developing countries still
suffer from extreme poverty. The need for concessional assistance thus remains enormous. This means that the international community as a whole
should continue to support the activities of the multilateral development
institutions. With regard to the ongoing negotiations for the Eleventh Replenishment of the International Development Association, all countries
must make their utmost efforts so that appropriate agreements can be
reached. It is also important for us to reach an early agreement on the Seventh Replenishment of the African Development Fund and, last but not
least, to begin our work on the Sixth Replenishment of the Asian Development Fund.
In the process of the negotiations mentioned above, we should hold
talks to identify what policy changes are necessary to ensure the maximum
effect of the efforts by multilateral development institutions. I am grateful
to the members of the Development Committee's Task Force for their yearlong effort, and I sincerely hope that the points I have made today will be
reflected in their future discussions.
With regard to the issue of the poorest countries facing a heavy debtservice burden, I believe the basic approach should be to study the specific
conditions of each country and then to address the issues on a case-by-case
basis while making the best use of existing frameworks, respecting the
confidence and financial integrity which the international financial institutions have won in the past.
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Conclusion
For sound development of the world economy, each member must
continue to address its own priorities. For its part, Japan is determined to
do its best in dealing with its priorities.
One of Japan's priorities is to steadily implement the latest package of
economic measures in order to ensure the recovery of the Japanese economy, thus contributing to continuous growth of the world economy.
Another priority for Japan is to take a continuously active part in Asia
Pacific Economic Cooperation (APEC), an open forum for regional cooperation for the economic growth of this diverse and dynamic region, recognizing that many of the Asian and Pacific economies are the centerpiece
of world economic growth, and that promoting both steady economic
growth of the region and trade and investment liberalization is indispensable to further growth of the world economy. As the host country for the
APEC economic leaders meeting, to be held in Osaka next month, as well
as for the APEC third finance ministers' meeting to be held in Kyoto next
March, Japan will make the maximum effort to ensure the success of these
two meetings.
Last, but not least important, under an international regime of cooperation led by the Bank and the Fund, Japan will also contribute, together
with other member countries, to building a safety net to cope with potential risks in global financial markets. This is a new priority that requires
global initiatives, and it is an urgent task indeed; it is crucial to preserve
the stability of the world's financial markets, especially when their dramatic expansion and integration mean that the economic policy of one nation can have a greater impact than ever on other economies. All of us who
are gathered here in Washington, D.C., on the fiftieth anniversary of the
end of World War II must confirm that the challenges lying ahead will require our wisdom, courage, and commitment.

STATEMENT BY THE GOVERNOR OF THE BANK AND ALTERNATE
GOVERNOR OF THE FUND FOR SWITZERLAND
Otto Stick
It is always a pleasure to announce one's departure at a point when
everything seems to be running smoothly. Fortunately for me, this is the
situation right now. Perspectives for the world economy are better than at
any other time since the beginning of my term in office, in 1984. What do
I base my optimism upon? Allow me to mention four points: first, the in-
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creasing adherence to stabilization-oriented policies in many industrial
countries. Second, the consolidation of reform efforts in many developing
countries. Third, the success of countries in transition, which is gathering
momentum. And fourth, the determination to work together to find common solutions to economic and monetary policy issues.
On the first point: for the first time in a long time, in many industrial
countries, a reasonable level of economic growth coexists with a moderate
inflation rate. The determination of central banks to make price stability
the overriding aim of their activity is an important factor behind this development. But governments have recognized that living beyond one's
means does not pay off in the long run, and they are trying to reduce their
budget deficits to a level that the economy can sustain.
Second, developing countries. I remember when I was a newly
elected Finance Minister, I was confronted with the overindebtedness of
important developing countries. Many debtors had a very hard time accepting the necessity of comprehensive reforms. And the creditors found
it difficult to determine what the nature of the crisis was. For a long time,
they believed that the whole thing just boiled down to a problem of liquidity and would take care of itself once the economy was back on
course. Admittedly, the problem is still of primary importance to a number of countries today, and we must take up this issue. Nevertheless, for
many countries who were in deep trouble at that time, particularly in Latin
America, the situation has changed fundamentally. In Southeast Asia, an
entire group of developing countries can look back on a decade of impressive growth rates. In another region, the Middle East, entirely new
prospects are opening up as years of hostilities are coming to an end. Also,
in Africa, many countries are beginning to reap the benefits of tough reform measures.
The third source of my optimistic outlook is the improvement in the
situation of many countries in transition. Several of them have succeeded
in stabilizing their economies and in establishing vital institutional and
legal foundations. After years of recession, in many places the downward
trend in economic growth is in the process of turning around.
Fourth, the determination to work together to find common responses
to economic and monetary policy issues. At an early stage, the Bretton
Woods institutions have been able to recognize new problems—whether
they be the debt crisis, the structural problems of poorer members, or the
transformation of national economies—as challenges for the world economy. Coordinated actions undertaken by the Bretton Woods institutions
make it possible to use the extensive know-how and the financial resources
of the individual institutions to respond to new questions in the best way
possible. In this context, we would also encourage the institutions to play
an appropriate role in the reconstruction efforts in Bosnia. To further enhance their credibility with members' governments and public opinion, the
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IMF and the World Bank must ensure a high degree of transparency regarding their activities and the results achieved.
So much for the optimistic part of my speech. More optimism than
that would not become me; after all, as a Finance Minister, I have had to
become accustomed to always emphasizing the dark side of the economy.
Let us therefore turn to this side.
A first concern: many industrial countries are unfortunately no longer
capable of offering a job to all those who would like to work. Here we must
do far more than we have up until now. I am disappointed when I think of
how little progress we have made on this in recent years, in spite of a multitude of conferences and official declarations of intentions.
In the second place, we are still making excessive use of natural resources—whether they be raw materials that are to be found in the ground
or clean air or forests—and this undermines our ability to achieve the economic growth we are striving for. In this area as well, we have produced a
lot of paper and few results. I would wish that the Bretton Woods institutions assume a far more active role in promoting sustainable growth.
A last point: the globalization and liberalization of capital movements
allow a more efficient allocation of savings and, thus, increase the growth
potential of the global economy. However, in a context of increasingly integrated financial markets, unpredictable and large fluctuations can occur.
Such fluctuations can normally be limited, especially if expectations of
market participants can be stabilized by a strong economic policy in a
medium-term framework. However, markets can overreact, in the short
run, putting individual countries, in particular developing countries with
emerging markets, under severe pressure. In such situations, it is important
that countries avoid resorting to measures destructive of national or international prosperity.
Regarding the International Monetary Fund, developments are taking
place in two areas which will considerably strengthen the basis upon which
it will build in order to meet the challenges of the future. One of these consists of the efforts to improve the ability of the International Monetary
Fund to perform one of its core tasks, namely the surveillance of economic
policies. We are convinced that, precisely in an environment of increasingly integrated markets for goods, services, and capital, it will become yet
more important that we succeed in convincing all member countries to
commit themselves to orienting their economic policies toward stabilization. Only in this way can the positive effects of increasing integration be
fully captured. Measures to improve the provision of data and public access to economic and financial data on member countries, as well as to
deepen the dialogue between the Fund and its members, will constitute an
important contribution to this end. An effective surveillance of economic
policies also constitutes an important element that can help to reduce the
likelihood and the consequences of future balance of payments crises.
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The second area concerns the financial basis of the Fund. It is clear to
us that the resources available to the Fund should keep pace with the
growth of the world economy. We therefore support the endeavor to increase the Fund's main source of financing—the quotas of its members—
in the context of the Eleventh General Review of Quotas. We are also convinced that, after having fully utilized the resources available under the
enhanced structural adjustment facility in 1998, the Fund will need another
option that will allow it to provide support to its poorer members in their
reform efforts. In our view, it will be necessary to further supplement these
resources, making use of the financing scheme of the existing facility,
which has been shown to be a valid one. Simultaneously, however, the
group of those benefiting from the facility should be carefully examined.
We are also convinced that in exceptional cases involving systemic
risk, the Fund needs additional resources that can be made readily available. We therefore support increasing the resources available under the
General Arrangements to Borrow through a supplementary, parallel agreement with a larger group of creditors.
I should not wish to fail, at this point, to mention Switzerland's great
appreciation for the vision, the energy, and the professionalism with which
Michel Camdessus and his staff have steered us through difficult and, in
some ways, new waters. I would particularly like to thank the Fund for the
technical and financial support that it has provided to the members of our
constituency.
Regarding the World Bank, it is a matter of great importance to me to
pay honor to the man who played such a vital role in shaping the destiny
of the World Bank in recent years: Lewis Preston, who passed away last
spring while still in office.
One could certainly not say of President Preston that he was all bluster and no action. On the contrary, he knew what needed to be done to help
the disadvantaged, and he simply went about doing it, with no further ado.
He was clear-sighted and he was determined. It was under his guidance
that the social programs of the World Bank developed in what can truly be
called a spectacular way. Today, the Bank is, by far, the most important international source of finance in the fields of health and education. We owe
him our gratitude.
I would like to congratulate Mr. James Wolfensohn on his assuming
the position of President of the World Bank and to assure him that he can
count on Switzerland's support along the path toward the realization of his
predecessor's vision of sustainable development.
Mr. Wolfensohn is not inheriting an easy task. The trust of our parliaments in the success of development cooperation, in particular in multilateral aid, must be won back. Also, important strategic and operational decisions have to be made. The World Bank must become customer oriented;
increased delegation of decisions from the World Bank to its branches in
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the borrowing countries is inevitable. The Bank must make a greater point
of setting priorities and defining its activity in a more precise way. This
will enable the Bank to work more closely, and in a complementary way,
with other actors in the development process. Private industry, bilateral development agencies, other multilateral development organizations, and relief organizations are among these actors.
This is all the more important because the danger exists—especially at a
time of tight budget constraints—that the needs of the developing world will
be neglected. This must not be. We cannot be indifferent toward the existing
and growing social inequalities within and between countries. These inequalities have been a major factor behind migration, refugee flows, and wars.
In this context, we are concerned about the fact that the outlook for
the eleventh extension of the International Development Association (IDA11) is uncertain. Some industrial countries could fail to fulfill their international responsibilities in the area of burden-sharing and thus create a
domino effect in the donor community. Other countries which have
achieved a level of prosperity that would allow them to take part in burdensharing, should become conscious of their new responsibilities toward
poorer countries. The successful conclusion of the IDA-11 negotiations
would constitute a clear testimony in support of international solidarity. It
would also reward the poorest countries of the Bretton Woods institutions,
which have persisted on the path of reform in spite of immense domestic
economic and political difficulties. Switzerland will participate in the further financing of IDA in accordance with its commitments.
Apart from the IDA negotiations, the World Bank's agenda for the
coming month holds another major issue: multilateral debt. Research done
by the World Bank and the International Monetary Fund indicates that, for
the group of poorest countries, debt and debt servicing has taken on unsustainable dimensions or could do so in the future. In some cases, debts
toward multilateral institutions play a significant role.
I am glad to hear that the International Monetary Fund and the World
Bank have begun to work closely to tackle this problem. We expect the Executive Boards of the Bretton Woods institutions and the delegates of IDA
to elaborate proposals containing comprehensive and sustainable solutions
to the problem.
I have enjoyed being able to participate in these institutions for so
many years; while for a long time, only as an observer, in the end also as
a full member. I am more convinced than ever of the importance of both of
these organizations and I deeply hope that they will continue to tackle the
problems of the future with the same determination that can be witnessed
today. I would like to express my heartfelt gratitude to the management
and the staff of both institutions for all the good work they have accomplished and wish the Bretton Woods institutions continuing success in carrying out their important mission.
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STATEMENT BY THE GOVERNOR OF THE BANK AND
THE FUND FOR AUSTRALIA
Ralph Willis
Let me first add to the comments that have been made by others about
the sad loss of Lew Preston. Lew was a great force in the Bank. He steered
the Bank through a difficult period and introduced a number of very positive changes.
Australia very much welcomes Jim Wolfensohn's appointment as
President of the World Bank, not just because he was born and raised in
Australia, but also because of the undoubted attributes he brings to the job.
His highly successful private sector banking career, and the energy, commitment and enthusiasm he brings to the job, make him a most appropriate person to lead the Bank into the twenty-first century.
Already his reforming influence is apparent. The meeting of the Development Committee in a revised, less formal format, was certainly conducive to constructive discussion and a productive outcome.
The success of the Bank over the next decade will depend on whether it
is able to sharpen its focus on its primary mandate of helping the world's poor.
Many countries in the world, particularly in Africa, have made little
progress in reducing poverty, despite massive volumes of development assistance. Economic growth has either been nonexistent or insufficient to
match population growth, and social indicators have been lagging. This
lack of progress, together with the need for fiscal consolidation in most
donor countries, is leading to pressures to reduce bilateral and multilateral
aid flows.
These pressures are evident in the current discussions on the replenishment of the International Development Association (IDA), which is a
vital facility for promoting economic development in the world's poorest
countries. Australia strongly believes that all countries need to make good
their commitments to previous IDA replenishments and help ensure that
IDA-11 is a success.
For its part, Australia is prepared to consider positively a supplementary contribution to IDA-11, in addition to its calculated burden share, and
hopes that some other donors will do likewise. At the same time, we need
to ensure that we do not overburden the recipient countries with debts that
they will not be able to repay. Projects financed by debt must produce sufficient returns to service that debt. Much more needs to be done to improve
the quality of lending to ensure that projects meet this basic requirement.
Australia is a strong supporter of the application of Naples Terms in
the Paris Club. For most of the heavily indebted poor countries, application of these terms will help reduce debt-servicing burdens to manageable
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levels. However, for a small group of countries with very high levels of
debts to the international financial institutions, bilateral debt relief may
not be sufficient. Australia recognizes that, for these countries, the burden
of servicing multilateral debt is an impediment to meeting development
objectives. We support further work being undertaken by the Bank, Fund,
and other multilateral development banks to develop a coordinated framework to assist these countries.
Multilateral financial assistance needs to be used to the maximum
benefit of the borrower.
A critical problem in many of the world's poorest countries is poor
economic management. The Fund and Bank have an essential role in assisting member countries to improve their economic management.
There has been much criticism of the impact of structural adjustment
programs introduced to correct economic imbalances and unsustainable
policies. Certainly, macroeconomic and structural reforms do have transitional consequences, and therefore it is important that we develop measures to alleviate negative impacts on disadvantaged segments of society.
But none of this undermines the basic premise that sound macroeconomic
and structural policies are prerequisites for economic development. A
major contribution that the Bank and the Fund can make is to encourage
better economic policies in borrowing countries. That means rigorous conditionality and an emphasis on performance.
Within my own region, some of the South Pacific Island countries
have been making heavy weather in economic development, despite substantial financial assistance. They suffer from special difficulties associated with their smallness, isolation, and extreme susceptibility to external
shocks. Some are maintaining living standards only by rapid depletion of
natural resources and destruction of the environment.
We need to look at what more we can do to make our assistance to
these countries more effective, so that it delivers long-term gains and puts
these countries on a sustainable development path. I would like to see the
Bank and the Fund join with the Pacific Island countries and their development cooperation partners in a renewed effort to bring this about.
Of course, the importance of sound macroeconomic and structural
policies applies to all countries—industrial, developing, and those in transition. For those countries where recent economic growth has been
strongest, it is important that the hard-won gains against inflation be maintained. Together with a number of other countries, Australia tightened
monetary policy early in a preemptive strike against inflation.
Although growth has now moderated to more sustainable levels, we
still expect to achieve comparatively high growth. According to the IMF's
World Economic Outlook, Australia's actual and expected growth in the
period 1993-96 is almost double the average of all industrial countries.
This strong economic growth has been accompanied by rapid employment
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growth, which has reduced Australia's unemployment rate by about 3 percentage points over the last two years.
Continuing world economic growth is essential to reduce unemployment, which remains too high in almost all industrialized countries. Fiscal policy needs to provide a sound medium-term basis for sustainable
economic expansion. For those of us enjoying strong economic growth,
it is important that we implement credible programs of fiscal consolidation. Australia has taken advantage of the pickup in economic activity, to
return our budget to surplus, which in combination with reform of our
private pension system is part of a deliberate strategy to boost national
savings.
To foster growth, we need to continue to open our economies and remove impediments to the efficient operation of markets.
Australia is an enthusiastic participant in Asia Pacific Economic Cooperation (APEC), which promises to bring considerable benefits to the
global economy as members progress toward free and open trade and investment. I would like to take this opportunity to thank staff of both the
Fund and Bank for their work in support of the APEC finance ministers'
processes. I also welcome Brunei Darussalam, a valued partner in APEC,
to membership of the Fund and Bank.
The past year has demonstrated again how capital markets can—and
will—react when they believe economic policies are unsustainable. The
benefits associated with allowing business ready access to international
capital markets are very important but they also carry additional risks. This
will make it all the more important to maintain sound fiscal, monetary, and
structural policies.
The Fund has a vital role in monitoring and assessing the economic
policies of its members. There is a need to strengthen Fund surveillance. It
is economic policies, not external financial assistance, that matter most.
Making surveillance by the Fund more continuous and intensive for those
countries whose policy action, or inaction, could impact on the system is
one of the lessons of the Mexican crisis and should help to reduce the number of future events of that kind. But because surveillance will not always
prevent crises, it is essential the Fund be adequately equipped to deal with
emergencies when they arise.
The Mexican crisis is a reminder of the size and speed of the capital
flows that can occur and therefore the magnitude of the resources required
for effective intervention.
Quotas are at the heart of the operation of the IMF, and it is our firm
belief that the IMF should remain a quota-based institution. Australia supports an increase in quotas, and we encourage the Executive Board of the
Fund to expedite its further work on this issue. Australia also supports the
proposals to double the General Arrangements to Borrow. We would be
prepared to participate in a broader arrangement only on the basis that:
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• all participants should have the same rights and responsibilities—
there should be no second class citizens;
• contributions should be based on the relative economic standing of
participants; and
• new participants should participate fully in the activation arrangements, and voting rights should be determined by the shares of commitments.

In conclusion, it is clear to us that both Bretton Woods institutions have
an important role to play in the rapidly changing world economic environment. Australia, for its part, will do its best to continue to support both institutions in helping member countries to put in place policies aimed at
achieving sustainable economic growth and higher standards of living.

STATEMENT BY THE GOVERNOR OF THE BANK AND
THE FUND FOR KOREA
Jae-hyong Hong
It gives me great pleasure to have this opportunity, on behalf of the
Korean Government, to address the Fiftieth Joint Annual Meetings of the
World Bank and the International Monetary Fund. On this occasion, I
would like to join the other Governors in extending a warm welcome to
Brunei Darussalam.
Challenges Facing the World Economy
At the last two Annual Meetings, I brought to your attention the need
to strengthen surveillance, the need to step up international support for environmental issues, and the need to increase efforts in supporting countries
in transition.
Today, I would like to reemphasize our continued efforts in these areas
and also address some of the new challenges facing the world economy.
The last decade has witnessed the increased integration and globalization of financial markets. Indeed, this has encouraged an efficient allocation
of global savings and has promoted economic growth. But this has posed a
new risk as well: the possibility of a financial crisis spillover has increased,
and the speed at which it can spread has accelerated. The volatility of capital flows in and out of the developing countries has also increased.
Such developments require the Fund to take on some important new
roles. Risks must be mitigated, while integration continues to be fostered.
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In addition, the Fund must be aware that the rising uncertainty of exchange
rate movements may hamper the sound economic growth of developing
countries.
Policy Directions for the World Bank and the IMF
In the face of new challenges, the Bank and the Fund must be willing once again to adapt their roles and operations. Today, I would like to
underscore some of the essentials for the effective management of those
challenges.
Policy Directions for the IMF
First of all, I would like to highly commend the recent efforts of the
Fund to strengthen its surveillance. And, to effectively prevent a crisis in
the future, we support the Fund in the further adaptation and strengthening
of its surveillance. In particular, we support the adoption of a standard format for the timely release of key economic indicators and financial market
data of member countries.
Furthermore, I strongly urge the Fund to provide policy suggestions
to improve the stability of capital flows into developing countries. In particular, capital flows must be balanced with a country's economic fundamentals. In addition, the Fund must strengthen the means by which it can
manage any future financial crisis.
In this respect, the Fund's resources should be augmented to sufficient levels. To augment the resources, I believe that the Eleventh General Review of Quotas should be given the first priority. The Korean Government strongly supports an ad hoc increase of quotas for countries with
a divergence between the actual and calculated quotas. It is important that
the quota, as the basis for the rights and obligations of a member country, should keep pace with the relative economic position in the world
economy.
Another essential element is for key currency countries to work closer
in their macroeconomic policies with due awareness of the interests of the
developing countries. The Fund, which represents the interests of all member countries, should participate in the process of such policy coordination.
Policy Directions for the World Bank
Recently, the level of official development assistance (ODA) has been
decreasing, while poverty and the burden of debt service have been an increasing threat to the least developed countries. Therefore, I would like to
welcome the Bank's efforts, led by its new president, to enhance the effectiveness of development assistance programs. It is our hope that the Bank
will continue its efforts to increase multilateral cooperation to ease the burdens of the least developed countries. To this end, active participation
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should be encouraged in the Eleventh Replenishment of the International
Development Association (IDA).
To promote active participation, I would like to propose that a special
capital increase be given to those countries which significantly contribute
to this replenishment. The Bank should also be a catalyst in mobilizing private capital for infrastructure and environment development projects in developing countries.
Korea's Role in the Bretton Woods Institutions
The Korean Government has been implementing broad deregulation,
stimulating the private sector based on market principles while expediting
financial liberalization and market opening. Under the auspices of these
liberalization efforts, the Korean Government has actively participated in
the World Trade Organization (WTO) financial service negotiations and
contributed to their successful conclusion. And we will further accelerate
the financial market opening policy. Next year, the issuance and listing of
foreign stock in the domestic stock market will be allowed.
The issue of won-denominated bonds by the World Bank will also be
allowed, following the successful issuance by the Asian Development
Bank this year.
(Foreigners will also be allowed to establish branch offices of Security Advisory Companies or Securities Trust Management Companies by
1996. After that, joint ventures or subsidiaries will also be allowed.)
(With respect to direct foreign investment liberalization, all business
sectors will be liberalized by 1997, except for those related to national security and public interest.)
With regard to economic cooperation with the developing countries,
Korea will increase its official development assistance. As in past IDA exercises, Korea plans to actively participate in the forthcoming Eleventh Replenishment of IDA.
Moreover, the Government will further activate our ODA vehicle, the
Economic Development Cooperation Fund, through substantial replenishment of up to $500 million next year.
Concluding Remarks
We are all facing an increasingly integrated world economy. Therefore, multilateral cooperation through the Bretton Woods institutions, as
well as through the newly born WTO, has become essential for sustained
and stable economic prosperity for all member countries. Through continued structural reform and market opening, the Korean Government will
maintain its commitment to free trade and multilateralism in the spirit of
economic cooperation.
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STATEMENT BY THE GOVERNOR OF THE BANK AND
THE FUND FOR IRELAND
Ruairi Quinn
Fifty Years On
This time last year, the Bretton Woods institutions were celebrating
their fiftieth year. There was a mood of congratulations but there was also
a considerable amount of introspection. Much of this introspection was encouraged by criticism of the institutions from the outside, but it is also fair
to say that the institutions themselves were already responding to the need
to keep pace with the changing environment in which they operated.
In this context, I would like to pay a special tribute to the late Mr. Lew
Preston who, in his own quite unassuming but tellingly effective way, initiated this process in the Bank. I know that his successor as president, Mr.
Jim Wolfensohn, is intent on maintaining, and even accelerating, the momentum of reform. In this, I can assure him of my wholehearted support as
Governor for Ireland.
The International Setting
There is a need for rationalization which clearly defines the separate
but complementary roles of the Bretton Woods institutions in the international scheme of things.
Equally, the problem of overlap between multilateral development
banks, and between their activities and those of bilateral donors, and duplication of functions between organs of the same institution need to be
tackled. In this context, I look forward to the final report of the Task
Force on Multilateral Development Banks early next year and to the efforts of the World Bank Group to coordinate its own activities particularly
in relation to promoting the private sector in developing and transitional
countries.
International Development Association (IDA)
One of the defining issues for the international community is the degree of solidarity between the "haves" and the "have-nots" as reflected in
the current negotiations on the replenishment of the funds of IDA. Hard
decisions will have to be taken to cope with the prospect of a much reduced
new replenishment. I hope that the result will not be an undermining of the
global and multilateral nature of the facility nor lead to irretrievable cutbacks in its activities. I would urge all IDA members to make every effort
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to endow the IDA-11 with adequate resources and in a manner which
shares the burden equally. This must now be our immediate priority.
Adequacy of Resources of the IMF
The question of the adequacy of resources, not only for IDA but also
for the Fund, is very much on the agenda this year. I feel there is certainly
a case for a substantial quota increase, structured so as to more accurately
reflect the relative standing of members in the world economy.
An increase in resources under the General Arrangements to Borrow
and the development of an emergency financing mechanism should increase the flexibility of the Fund's response to crises. I welcome the current discussion on the continuation of the enhanced structural adjustment
facility (ESAF) in the context of assisting the poorer countries.
Debt
I am pleased to see that, in the course of the past year, there has been
a growing acceptance that the burden of debt, including multilateral debt,
may be a crippling constraint on the economic and social development of
a number of very poor countries. I welcome the joint statement of the President of the World Bank and the Managing Director of the IMF to the Development Committee, and in particular their reference to the work in hand
which is looking to ways to help pay part of the obligations owed to multilateral creditors for those countries where action by commercial and bilateral creditors is not sufficient to restore debt sustainability. An approach
which focuses on country-specific analysis will help make the best use of
such resources as are available for this purpose. I would urge the institutions to press ahead as quickly as feasible with this work, with a view to
advancing the matter at the latest by the next meeting of the Development
Committee in April 1996.
While I regret the premature publication of the contents of a draft
paper prepared by Bank staff on the issue of multilateral debt, I am very
sympathetic to the option discussed in that paper. Nevertheless, I would
not wish the consideration of new mechanisms to prejudice the funding of
IDA, which, as I said earlier, must remain our immediate priority.
Structural Adjustment
A sound macroeconomic framework is a prerequisite for sustainable development and, thus, for a lasting reduction in poverty. At the same time,
there is the need to maintain social cohesion and emerging democratic structures, which can be put at risk where too deep or speedy an adjustment is attempted. We should therefore encourage countries embarking on an adjust-
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ment process to have regard to certain minimum conditions. Access to food
and to basic facilities such as health and education should be ensured. I welcome the increasing emphasis which the IBRD and IDA are putting on these
factors in adjustment loans and I would encourage them, as a matter of urgency, to generalize this practice while tailoring it to specific country conditions. I would also welcome progress in the area of publication in the interest of greater transparency in the development process.
Priorities for the Institutions
In concluding, I would like to express what I see as priorities for the
institutions in the coming years. They should continue to refine their roles
in global economic development and the maintenance of economic and financial stability. They should continue their consideration on how they can
best cooperate with the other agents involved in this process: multilaterals,
governments, the private sector, nongovernmental organizations (NGOs),
and local communities. They should continually question their own relevance in an effort to increase it and they should continually seek to improve their own effectiveness, efficiency, and accountability.
Ireland is currently commemorating the 150th anniversary of a famine
which led to the halving of our population and which still lives on vividly in
folk memory. This sensitizes us to the need to take positive action to ensure
that people's basic needs are catered for in the process of development.
In their development efforts the institutions should not lose sight of
the fact that economic development is not an end in itself. The end is the
well-being of the people they and we serve. In this spirit I look forward to
a constructive Annual Meeting and to continuing progress over the coming
year in the directions I have indicated.

STATEMENT BY THE GOVERNOR OF THE BANK FOR
THE NETHERLANDS
Gerrit Zalm
I would like to use this opportunity to welcome Mr. Wolfensohn as the
new President of the World Bank. He has already placed himself firmly at
the helm, which I welcome, as important challenges are facing the World
Bank, as well as the International Monetary Fund. Strong cooperation between both institutions is needed, particularly on topical issues such as
multilateral debt.
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International developments since our meeting last year have underscored the importance of permanent flexibility of the IMF and the World
Bank. More effective instruments and procedures are being developed.
Now, the continued availability of sufficient financial resources needs to be
ensured. This calls for early progress on the Eleventh Quota Review and
IDA-11 negotiations.
Financial crises are better prevented than cured. Thus, after the Mexico crisis, the IMF has rightly given priority to a strengthening of surveillance. Already, substantial progress has been made toward making surveillance more continuous, more critical and frank. A prerequisite for a frank
policy dialogue is the provision of sufficient economic and financial data
by the member states to the Fund, as well as the public at large. Statistical
standards and publication guidelines will be useful. Furthermore, I welcome that the Fund itself is becoming increasingly open about its work, for
example, through the publication of background documents and the rich
content of its recent Annual Report. Through this increased openness the
Fund will gain strength and credibility.
It would be an illusion to expect that strengthened surveillance can
guarantee that new crisis situations will not occur in the future. In such
cases the Fund should be enabled to respond quickly and in an orderly
manner. The procedure set out in the emergency financing mechanism is
therefore welcome. Its success will depend very much on the timely and
continuous involvement of the Executive Board.
A doubling of the General Arrangements to Borrow (GAB) will further enhance the Fund's flexibility when faced with sudden and exceptional balance of payments crises. I would welcome an agreement between
the Fund, present GAB participants, and prospective contributors on the
modalities of a new parallel borrowing arrangement. However, a doubling
of loanable funds is no substitute for a quota increase.
We feel that swift progress is needed on the Eleventh Quota Review.
The IMF sees itself confronted with an increasing complexity of the global
monetary system. The world economy and trade have grown considerably.
Adequate resources to support strong adjustment programs are essential.
Therefore, if we want to continue relying on the IMF, an early agreement
on a substantial quota increase is absolutely needed. In our view a doubling
of the quotas would be warranted. We call on member countries to participate in the discussion in the coming months in a pragmatic and constructive manner.
Turning to multilateral debt, the role of the international financial institutions in the debt strategy up to now has been to provide new concessional loans in support of development and adjustment programs. This
strategy complements the efforts from the Paris Club and bilateral donors
and has been essential both from a development and from a debt-alleviation perspective.
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Nevertheless, I have noted with interest recent thinking on new approaches for a restoration of overall debt sustainability. I encourage the
Fund and the Bank to work closely together and explore the options to deal
with the multilateral debt burden of a number of the poorest countries, including the implications for mobilization of donor resources. This analysis
should respect the different character of the Fund and the Bank, and in particular take account of the monetary character of the Fund.
Furthermore, the consequences of any new initiatives in this field for
the IDA-11 replenishment merit serious consideration. In our view, a satisfactory IDA replenishment has priority at this stage. After all, the majority of poor countries are still primarily dependent on new concessional resources for their development. We should, therefore, be very careful that
new initiatives do not complicate the already difficult climate for resource
mobilization.
Turning to IDA itself and the current state of IDA-11 negotiations, the
Netherlands is deeply concerned about the fact that the largest donor does
not honor its obligations concluded under IDA-10. Inability to honor commitments endangers the multilateral framework which has served the
world so well in the past fifty years. I sincerely hope that the United States
will resume the constructive role it has played so often in the past.
It would be regrettable if IDA was denied the necessary financial resources, especially at a time when there is a broad consensus among
donors on IDA'S lending policies. This is not the time to abandon IDA and
its recipient countries. Therefore, the Netherlands urges all donors to avoid
a deadlock in the IDA-11 negotiations and provide IDA with the necessary
means. However, the Netherlands is ready to support alternative approaches for IDA-11, should this be necessary. I hope other donors are in
the position to do the same. The multilateral system needs all the support
it can get.
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STATEMENT BY THE GOVERNOR OF THE BANK FOR
THE PHILIPPINES
Roberto F. De Ocampo
The delegation from the Republic of the Philippines enthusiastically
welcomes the admission to the Bretton Woods institutions of Brunei Darussalam. With the Sultanate's entry, all the member countries of the Association of Southeast Asian Nations will be represented in these organizations.
The countries of this fastest growing regional market will be participating
vigorously in the mainstream of global trade and development.
The delegation also congratulates the Hon. James D. Wolfensohn, the
new President of the World Bank. Mr. Wolfensohn's remarkable background in the private sector will no doubt assure the World Bank of quality leadership as we enter a new century where markets, rather than governments, will be playing the decisive role in shaping societies.
Today we face a rapidly changing global environment, propelled by
rapid developments in the area of information and telecommunications
technologies. With a few taps on computer keyboards, billions of dollars
may be instantaneously relocated by large financial organizations whose
resources dwarf those of many small countries. Advances in these technologies have caused global market integration and interdependencies to
proceed at a rate unimaginable only a few years ago.
Ours is a global technological environment where market forces—capital and labor—move with little regard for formal political boundaries. Increasingly, portfolio funds, rather than direct investments, dominate global
capital flows. These funds are extremely sensitive to market returns. This reality commands that countries exercise greater coordination in macroeconomic policies. It is a reality that also requires augmentation of the resources
available to multilateral institutions that play even more valuable roles in assuring the continued stability of the global financial system.
The new global reality that we must deal with underscores the need for
closer surveillance of the performance of member countries. It requires a
more profound appreciation of the principles of transparency and accountability that enlighten policymakers in each of the member countries of the
•October 11, 1995.
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two institutions. In turn, more determined effort will have to be exercised in
evolving decision-making processes in the twin institutions towards greater
coherence with the new configurations characterizing the present world order.
While more intensive international market integration has introduced
vast opportunities for the world's population, it has also created new vulnerabilities. Much of the vulnerabilities recently exhibited by the world financial
system has been due to national policies that respond to domestic political
pressures at the sacrifice of the stability of the entire global financial order.
Through strengthened mechanisms for consultation and coordination, we
should be able to reduce the significance of these vulnerabilities. But national
governments as well must evolve a new level of sensitivity to the extent of interdependence of the world's economies—particularly the financial markets.
In the face of the new global realities, the Philippines supports moves
to augment the resources of multilateral institutions. We likewise endorse
the initiative to establish an emergency funding mechanism as a means to
reinforce global financial stability and reduce the threat of external shocks
on the emerging markets in particular. We expect, however, that the availability of an emergency funding mechanism will not diminish the prudence
of economic managers.
The significance of international labor flows is a matter that will eventually require the attention of multilateral institutions involved in the formulation of financial and monetary policies that affect such flows. As labor
shares in the more pronounced mobility of factors of production, multilateral institutions should be capable of reinforcing present initiatives to implement a universal standard of labor rights that pays due respect to the
cultural distinctions present in every society.
In the interest of broadening the base of global economic growth, the
Philippines supports the initiative to relieve the multilateral debt load of
heavily indebted poor countries. We encourage these countries to continue
adopting strong adjustment and reform policies even as multilateral support is undertaken to relieve their debt burdens. This will assure, as the
Philippine case demonstrates, that the debt relief effort will translate into
self-sustaining growth. The Philippines hopes that, with the sustained
growth it is now experiencing, the country may eventually be able to more
actively support alleviation of the poorer economies.
This is a critical period in the development of a highly integrated
global economy. Lest we forget that development finance is as much about
development as it is about finance, particularly in a year that has been fashionable to describe as one that began with the Mexico and Barings crises;
let us also remember that it is a year that continues to see millions perishing from hunger, too many of our children suffering from malnutrition, and
still comparatively more living in squalor rather than affluence.
This is not the moment for the more maturely developed economies
to diminish the roles they play in assuring greater global equity, a more
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even development for mankind, and a world economic system that is characterized by stability. This is not the time to indulge in endless debates
over what appears to some as self-evident. In this regard, the Philippines
echoes President Wolfensohn's call for a new compact that will assure adequate funding for the IDA.
Assurance of adequate funding for the IDA is essential to realize the
global consensus that places importance on poverty reduction as the major
goal of sustainable development. In the Philippines, poverty reduction is
the central goal of all economic development initiatives.
The Philippines has gone through the most difficult phases of adjustment and reform. The adjustments and reforms being undertaken share the
perspective that the entire global community requires faster fiscal consolidation, reduction in unemployment, rapid structural reform, and the evolution of stable financial systems. These adjustments and reforms bring market disciplines to bear on domestic economic processes in order to hasten
our transition towards coherence with the global economic mainstream.
Many of the reform policies met with initial public resistance because of
the short-term costs that they entailed. But with persistent public education
in the framework of democratic governance, the reform policies have been
increasingly accepted by our people.
The reforms and adjustments have now begun to bear fruit, strengthening the confidence of our people in the long-term benefits that the new policies will bring. We have learned from past experience that hesitation in the
introduction of an economic reform package will cause the domestic economy to miss opportunities offered by a rapidly changing global environment.
Today, the Philippine economy has achieved a momentum of growth
sustained by dramatic rises in investments and exports. Defying the unwarranted burdens imposed by a string of natural calamities, the relative
volatility of the global financial environment, and a few external shocks,
the Philippines has pushed ahead with its liberalization programs. With a
more outward-looking, trade-oriented economy, the Philippines expects to
keep pace with the rapid growth of its neighboring economies.
In the Philippines, we have ceased waiting for economic miracles, realizing that these simply do not exist. As more recent studies bear out, the socalled East Asian economic miracle is, at bottomline, the outcome of hard
work in a market-friendly environment. In short, there simply is no quick fix.
The early successes that the reform process in the Philippines has
begun to reap is a testament to the necessity for sound fiscal management.
An important milestone has been achieved by our reform process with the
attainment of a budgetary surplus last year. With a determination to keep
prudence in command, we expect to produce a consolidated public sector
surplus in due course.
We recognize as well that sustained growth can be achieved only on
the basis of raising the efficiencies of the domestic market and providing
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for dramatic improvements in the savings rate. The Philippine Government
will not relent in improving on these aspects, which are crucial to enhancing investments in our economy.
The Philippine experience at reform, within the framework of democratic governance and guided by the principle of enhancing social equity,
will hopefully serve as encouragement to other countries who must, within
the terms of a more optimistic global economy, pursue their own programs
of adjustment and reform.
There is every reason to be confident that private sector-led growth in
an environment hospitable to efficient business will deliver both equity and
prosperity to developing countries. The lead engine of growth must be the
private sector, the private sector, and the private sector. In the Philippines
it is central to our aspirations for economic prosperity and the hallmark of
our unshakable belief in democracy.

STATEMENT BY THE GOVERNOR OF THE BANK FOR THE
ISLAMIC REPUBLIC OF IRAN
Morteza Mohammad-Khan
In the Name of God
I wish to join other distinguished Governors in congratulating Mr.
Wolfensohn for his appointment as the President of the World Bank. I
should also like to express my condolences for the loss of Mr. Preston, the
former President of the World Bank.
I note with pleasure the recent membership of Brunei Darussalam in
the Bretton Woods institutions.
I wish to proceed by acknowledging the achievements made by the
Bretton Woods institutions, while at the same time noting the great challenges that lie ahead for these institutions. The upward trend in economic
and trade growth among the developed and developing world is encouraging. However, economic growth remains confined to particular regions and
countries, and this imbalance is a cause of much concern. Growth imbalances in various regions, continuation of huge debt overhangs in low-income
countries, instability in foreign exchange markets, and finally, unanticipated
movements of capital during the past year have once again confirmed that
the Bretton Woods institutions should further equip themselves with instruments and mechanisms designed to respond to such developments.
An even more important issue is the need to safeguard an apolitical status originally conceived for the Bretton Woods institutions. Many member
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countries still actively support this notion, which is incorporated into the
founding charters of the two institutions. The World Bank should maintain its
full independence and self-identity, as explicitly stipulated in its founding
conventions, particularly in Section 10 of Article 4 of its Articles of Agreement. This concern was a central focus of the international consensus leading
to its establishment.
Another important and related issue that causes concerns for the Islamic Republic of Iran, and many other member countries, is the selective
and discriminatory treatment in extension of facilities to member countries
which is inconsistent with the basic rules governing the operations of the
International Monetary Fund and the World Bank. Such biases aggravate
imbalances in economic growth among member countries.
We support recent efforts by the Fund in strengthening its surveillance
role and capacity over foreign exchange and monetary developments. We
believe that such functions need to be uniformly applied to developing and
developed countries.
Global economic developments in recent years necessitate an increase
in international liquidity and the resources of the Fund. In this connection,
the general allocation of SDRs enjoys our full support.
We also support the Fund emergency mechanism designed to assist
those member countries facing transitory adverse developments, as well as
the foreign exchange stabilization fund intended to compensate for unanticipated fluctuations in exchange rates.
With respect to the role of the World Bank, I should note with pleasure
the recent efforts towards promoting the role of the Development Committee. The Development Committee should assume a more active role in directing the Bank's policies in enhancing global development, poverty reduction, and more even growth. Assistance to poor countries, especially the
sub-Saharan African countries, as well as those countries with reconstruction tasks following regional conflicts, should be the central focus for the
World Bank. In achieving these objectives, strengthening the financial resources of the International Development Association (IDA) should be
given special treatment. With regard to assistance to poorer developing
countries, I would like to express my appreciation for World Bank and IMF
efforts in alleviating the debt problems faced by these countries.
Among other issues deserving special attention is the role of women
in development. Greater emphasis to the education of women is an effective step towards the development and improvement of living standards in
low-income and poor countries.
I now wish to present an overview of economic conditions in my country. The economic policies adopted in the First Development Plan resulted in
an average annual growth rate of 7.3 percent. The improvement in quality and
distribution of growth is also noteworthy. Non-oil exports have increased considerably, we are close to achieving self-sufficiency in many agricultural com-
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modities, and social indicators have improved markedly. The results of economic adjustment policies and investments made during the said period were
revealed in the last year. Reduction of the external debt, a noticeable surplus
in the current account of balance of payments, a balanced budget, more effective control over monetary aggregates, introduction of new financial instruments, and further privatization of public enterprises were among
achievements realized in the past year. In the same year, the overall real GDP
growth reached 3 percent, while the growth rate for the non-oil sector was 5
percent. The Second Five-Year Development Plan that was initiated in March
1995 places a very high priority on economic stabilization. Maintaining a balanced budget through sound fiscal policies, including improvements in tax organization and procedures, are among measures that are being strongly pursued. Monetary policy is accordingly formulated to confine credit expansion
to lower inflation. Price stability, targeting of consumer subsidies, and provision of support for vulnerable groups are among the priorities of the economic stabilization program in the Second Five-Year Development Plan.
Structural adjustment policies are to be continued under the Second
Five-Year Plan. Economic and financial liberalization, strengthening market
mechanism, reinforcing a greater fiscal discipline, and finally privatization
are among objectives being pursued. Obviously, an unfavorable external environment as well as the Government's emphasis on social justice and care
for vulnerable segments of the population require that we proceed with
greater subtlety in our economic programs. The Islamic Republic of Iran also
continues to support and protect foreign investment in the context of private
sector development under relevant laws and regulations.
Finally, I would like to emphasize that in the area of international economic and financial relations, the Islamic Republic of Iran is fully committed to meeting its external obligations. In this regard, I should point out that
we had a sum of $6.4 billion current account surplus and a $3.3 billion balance of payments surplus last year. This trend is continuing according to the
latest monthly figures, leading to further improvements in the external reserve position, which will ensure timely payments in the future.

STATEMENT BY THE GOVERNOR OF THE BANK AND
THE FUND FOR BRAZIL
Pedro Sampaio Malan
I am very honored to speak on behalf of Argentina, Bolivia, Chile,
Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador,
Guatemala, Guyana, Haiti, Honduras, Mexico, Nicaragua, Panama, Paraguay,
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Peru, Spain, Suriname, Trinidad and Tobago, Uruguay, Venezuela, and my
own country, Brazil.
The current World Economic Outlook presents an optimistic appraisal
of the prospects of the world economy. Its assessment that global economic developments are largely as envisaged in the Madrid Declaration is
encouraging. In the short and medium run, we are likely to have robust
growth, due mainly to a high rate of expansion with subdued inflation in
several Asian and some Latin American economies.
However, the World Economic Outlook acknowledges that, in the past
18 months, and I quote: "the world has been buffeted by a number of financial market developments that have demonstrated the macroeconomic
consequences of the rapid adjustment of investors in response to perceived
changes in risks. The timing and extent of shifts in market sentiment are
often difficult to explain in terms of changes in economic fundamentals."
While we all appreciate the benefits of international capital flows,
their volatility can be an obstacle to the sustainability of global expansion
and is a matter of great concern to Latin America—and we are not alone
on that, As a result of its continuing integration into the world economy,
Latin America has become more exposed and vulnerable to the instability
of financial markets.
General positive results mask weaker performance in individual countries or regions. According to The Economic Outlook for Latin America recently published by the United Nations Economic Commission for Latin
America and the Caribbean, and the World Economic Outlook, the region
as a whole, albeit showing an average 25 percent annual rate of inflation—
the best performance in the last twenty-five years—will probably grow
only by 2 percent in 1995, a percentage much lower than the figure reached
in 1994. This regional economic slowdown, which contributed significantly to a rise in unemployment, is to a very large extent a consequence
of the financial turbulence derived from last December's events.
In the first eight months of 1995, there was a considerable decrease in
the inflow of foreign capital to Latin America, as well as a significant
change in its composition. This year, the net inflow of capital is expected
to be only one half the average reached from 1992 to 1994. Direct investments and official loans to improve the balance of payments of some Latin
American countries have increased, while portfolio investments have decreased very much for the region as a whole, especially in the beginning of
1995. There has lately been some reversal in this trend.
The Halifax summit communique, among other things, acknowledged
that, under present conditions and even with better surveillance, financial
crises may not always be prevented. For this reason, the Group of Seven
and the International Monetary Fund, according to the communique, must
be prepared to take rapid action in a well-coordinated fashion to help a
country to overcome the adverse consequences of such upheavals.
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For this purpose, the Group of Seven proposed in Halifax that the Group
of Ten and other countries with an important stake in the financial system
should provide loans with a view to doubling as soon as possible the credit
lines currently available to the IMF through the General Arrangements to
Borrow. In this regard, the Interim Committee emphasized the importance
that all participants should be treated equally, and agreed that expanded borrowing should not be a substitute for a quota increase.
Nevertheless, there seems to exist, from our point of view, the need for
further international cooperation among all parties concerned so as to enable
them to better handle the risks caused by the volatility of financial markets.
We would like, in this context, to share with you the following proposals aimed at strengthening and developing international mechanisms for
consultation and coordination among governments, through a network of
institutions and arrangements. They include both preventive and remedial
measures, reserving for the IMF a central role in the process envisaged:
• To broaden cooperation among monetary authorities. What is
needed is a more structured procedure—with larger participation—
which would make it possible to anticipate problems through a better exchange of views and information. It would be a sort of preventive consultation mechanism conducted in a discreet manner.
The Bank of International Settlements has started a process with the
participation of some developing countries along these lines which
should be encouraged;
• to enlarge the scope of coordination of macroeconomic policies
among countries which may have a significant impact upon the international financial system. This could be done within the context
of the IMF. Such an effort should lead to public disclosure by participating countries of the general policies they intend to pursue;
• taking into account such public expressions of intention, to improve
international surveillance—which must beconie more symmetrical—over domestic macroeconomic policies. This would foster
greater transparency and predictability in international financial
markets;
• to expand existing facilities to stabilize currencies under temporary
speculative attacks, not warranted by fundamentals. In this regard,
the proposed increase in the credit lines available to the IMF under
the General Arrangements to Borrow and the obtainment of contributions to this facility by new participants was viewed as a positive
initiative. Furthermore, the Interim Committee's endorsement of the
IMF Board's decision to establish an emergency financing mechanism and to pave the way for the creation of a currency stabilization
fund were considered as steps in the right direction which deserve
our full support;

©International Monetary Fund. Not for Redistribution

108

SUMMARY PROCEEDINGS, 1995

• more basically, member countries should consider doubling IMF
quotas, inter alia, to meet new demands resulting from the need to
assist countries facing abrupt reversals of capital flows and speculative attacks against their currencies.
We also support a new and very substantial allocation of SDRs on the
basis of the system enshrined in the present Articles. Moreover, we view
with sympathy the transformation of the enhanced structural adjustment
facility (ESAF) into a permanent financing facility of the poorest countries. Finally, we consider that the growing debt faced by many developing
countries should be addressed in an effective manner. In this context, we
welcome the steps taken by the World Bank and the IMF to study mechanisms to alleviate the burden of debt and to provide additional concessional
resources to debtor countries.
The supply of savings worldwide is another issue of great importance
for Latin America. The survey of world savings included in the IMF's
World Economic Outlook, May 1995, was particularly welcome. It is still
not clear whether the supply of savings will be, in the medium run, enough
to finance, at acceptable interest rates, the potential demand for capital derived from the continuing growth of industrial countries, developing countries, and countries in transition. Excessive budget deficits in most industrial countries seem to be the root of the present savings slowdown, which
can create problems for the world economy in the near future.
The establishment of the World Trade Organization (WTO) and the
successful outcome of the Uruguay Round clearly reflect the existence of
an international cooperative framework which must continue to be further
promoted so as to enable us to make significant progress in facing the challenges that lie ahead and in achieving the policy aims set out in the Madrid
Declaration.
In the 1980s, there was a wave of pessimism regarding Latin America. In the 1990s, this feeling in relation to the region's future has changed
radically, and strong optimism has become manifest. The events of last December have cast some clouds on the horizon, which have started to dissipate in the second quarter of 1995.
Such short-run changes in perception are misleading. What really
matters is the sense of purpose and direction of the policies and of the
structural reforms being implemented in Latin America. The reversal of
capital flows following the events of last December did not abate the pace
of these positive changes. On the contrary, they gained new momentum
and strength.
Latin America, within a fully democratic system, has achieved great
progress in its macroeconomic reforms, and especially in modernization of
the state. The region has also gone through a vigorous process of internationalization. The quality of nontraditional exports has significantly improved. Trade liberalization and the increasing absorption of new tech-
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nologies and direct investments are facilitating a considerable rise in productivity. Financial markets have been liberalized. Previous restrictions
against foreign investments have been lifted. Privatization became an important instrument to attract direct investment to the region.
We are aware that many problems remain to be solved. For example,
it is necessary to monitor at all times the dimension of the current account
deficit. Neither can countries rely heavily on short-term capital inflows.
Latin America must in particular increase domestic savings rates. Social
sector development is an enormous challenge for the region. More generally, we have to continue to reform the state and build effective public sectors in order to have healthy, efficient, and competitive private sectors.
On the other hand, we are proud of the successful sub-regional integration initiatives in Latin America, which are contributing to an impressive increase in trade flows not only within the region, but also with our international partners. At the same time, Latin America is participating
actively in the ongoing negotiations at the hemispheric level, under the
aegis of the Enterprise for the Americas.
Trade among the MERCOSUR countries (Brazil, Argentina, Uruguay,
and Paraguay), for example, has continued to flourish and is going to show
in 1995 a figure higher than the approximately $10 billion reached last year.
Besides participating in hemispheric initiatives, the Southern Common Market is negotiating free trade agreements with other countries of the region,
under the umbrella of the Association for Latin American Integration. The
MERCOSUR is also negotiating with the European Union a comprehensive
agreement to promote economic relations and bilateral trade.
Allow me now to say a few words about the economic situation of
Brazil. The Real Plan, introduced on July 1,1994, is at present in its sixteenth
month. There is no doubt that it is the most successful stabilization plan in
Brazil's history. Previous attempts were overtaken by events within a few
months of their implementation and failed to reach even a first anniversary.
At the end of June last year—just prior to the launching of the Real
Plan—inflation was running at the astonishing rate of 7,000 percent per
year. In the first half of 1994, it reached a monthly average of 43 percent.
Now, inflation is around 1 to 2 percent a month. Sixteen percent accumulated in the first nine months of 1995. These are the lowest figures in almost a quarter of a century.
It is important to stress that this sharp and continuous drop in inflation
was attained without price or wage freezes, confiscations, breach of contracts, or recession. It has been a consequence of a gradual process initiated back in June 1993, when the so-called Program of Immediate Action
(PAI), which paved the way for the introduction of the Real Plan, was announced. President Fernando Henrique was then Minister of Finance.
Behind this program was the idea that any serious effort at stabilizing
the Brazilian economy must start by addressing the state of relative disarray
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of our public sector. And we have made substantial progress in this direction.
Economic growth has also contributed to the improvement in the Government's fiscal balance.
Tight policies are being pursued not only in the realm of money supply, but also in the field of credit, since the very inception of the Real Plan,
to render the rate of growth in domestic absorption compatible with price
stability and a satisfactory balance of payments situation.
Yet, the rate of growth greatly increased in the first quarter of 1995,
when, in relation to the same period of 1994, GDP grew by 10.4 percent,
industry by 14.3 percent, and sales by 28 percent, all in real terms. This
represented a threat to macroeconomic stability and, hence, the need for
additional restrictive measures adopted at the end of the first quarter of
1995, which are becoming gradually more flexible in the light of a cooling
off in domestic economic activity.
On the external front, Brazil took a major step forward by establishing
a policy of exchange rate bands. The fact that Brazilian exports have continued to grow significantly, combined with the present low rate of inflation, is
an indication that this exchange rate policy fits our stabilization program.
Brazil has, for some time, pursued a conservative policy with regard
to its balance of payments. The current account showed a deficit of only
0.2 percent of GDP in 1994, 0.1 percent in 1993, 0.3 percent in 1991, and
even a small surplus in 1992. The events of last December proved the correctness of our position. As well pointed out by the IMF's World Economic
Outlook, the dampening of net capital inflows was relatively moderate, and
the confidence of investors was quickly restored.
It is in this constructive light that international observers should look
at the temporary emergency provisions introduced earlier this year to reduce excessive imports of certain durable goods, such as automobiles. We
are confident that our trade figures will continue to improve. Our balance
of trade showed, last July, an equilibrium after eight months of deficits,
and in August, a $328 million surplus. In September, the trade surplus was
around $500 million. There should be no doubt about the continuation of
the policy of trade liberalization in Brazil.
The greatest challenge now facing my country, in the economic area,
is to achieve stability on a lasting basis and to reach a one-digit annual inflation rate in a gradual but firm manner. No other country in the world experienced a longer period of high and chronic inflation and went further
than Brazil in promoting the indexation of its economy in a sort of vicious
circle in which inflation and indexation fed each other. The gradual deindexation of our economy is essential. Important measures in this direction
have already been taken in the fields of salaries, public prices, exchange
rates, and interest rates.
Also essential, in order to consolidate stabilization and to attain selfsustained growth, is a successful reform of our 1988 Constitution, which
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will enable, among other things, the modernization of our public sector
and the attainment and maintenance of fiscal equilibrium—the true anchor
of any successful stabilization program.
Congress is supporting the proposals of the Executive Branch for the
amendment of our Constitution and, indeed, has already approved most of
those which were brought to its consideration in the first half of 1995, such
as the proposals that lifted previous restrictions against foreign capital and
opened up private investment, both Brazilian and foreign, in the areas of
telecommunications, energy, gas, transportation, petroleum, and mining.
The Executive Branch has recently sent to Congress two proposals:
one for the reform of the fiscal and tax systems, with a view to simplification, clarity, and the removal of burdens on investments and exports; and
the other for the reform of public administration, aimed at streamlining,
cutting, and controlling expenditure.
The Brazilian Government also gives high priority to the implementation of the privatization program and to the reform of the social security
system. They will create, among other things, the proper conditions for the
lowering of our internal public debt and for the increase in our domestic
savings rate. There remains much to be done in regard to bureaucracy, red
tape, deregulation, and more efficient public management.
The achievement of the objectives on the present Administration's
economic agenda will bring about the reduction of production costs in
Brazil. By lowering the so-called Brazil Cost, it will be possible to increase
the absorption of direct investment and new technologies by the Brazilian
economy, as well as to promote our exports of goods and services.
We have turned the page of the foreign debt problem and all the positive implications of this achievement are now starting to be felt. After fifteen years, the Federative Republic of Brazil was again able to borrow directly from international capital markets in two successful operations. The
first, in May 1995, was an issue of 80 billion yen-denominated bonds. The
second, in June, was an issue of 1 billion deutsche mark.
Let my final words be to draw your attention to a point made by President Fernando Henrique in his speech on July 1, 1995, during the formal
ceremony of celebration of the Real Plan's first anniversary. In reality, the
Real Plan did not change the Brazilian society. The truth is that we, as a
nation, had already changed before the launching of the Real Plan, making
possible its success. Brazilian society was obviously tired of inflation and
became eager for stabilization. No serious analyst believes today in the
possibility of a sudden sharp rise in inflation in Brazil.
President Fernando Henrique received from the polls a clear mandate
to carry on with the Real Plan. His administration will not spare any effort
to ensure price stability and self-sustained economic growth. And this is
the most important contribution that Brazil may give to the prosperity of
its international partners and specifically to its region, Latin America,
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where structural reforms are under way, perfectly in tune with worldwide
developments.
I came here to leave a message of optimism regarding Latin America
and Brazil, but not a message of naive optimism. We are aware, with a deep
sense of humbleness, of the challenges which remain ahead in both the domestic and international fronts. However, even greater is our confidence in
the future of our region.

STATEMENT BY THE GOVERNOR OF THE BANK AND
THE FUND FOR INDIA
Manmohan Singh
Mr. Chairman, may I congratulate you on assuming the Chairmanship
of these Annual Meetings. I also join my fellow Governors in welcoming
Mr. Wolfensohn to his first Annual Meeting as President of the World Bank
and congratulate him on a truly inspiring address. The World Bank Group
is indeed very fortunate in having at its helm a person of his vision, deep
commitment, and outstanding leadership.
I share the view of fellow Governors who have noted several favorable
features in the contemporary world economy; the growth rates for developing countries are higher than projected earlier; private capital flows to
developing countries are set to rebound quicker than had seemed likely;
and the recent growth of world trade has also been better than expected.
However, there are several disquieting aspects as well. Growth prospects
for industrial countries for both 1995 and 1996 have now been scaled
down. Unemployment levels in industrial countries remain unduly high,
and could spur protectionist sentiment and action. Fiscal deficits in many
industrial countries remain large, raising interest rates and thereby adversely affecting the availability of scarce investible resources for developing countries.
Developing countries all over the world are today engaged in an unprecedented restructuring of their economies and policies to take advantage
of the possibilities offered by increasingly integrated world markets. These
changes have the potential to usher in a period of sustained growth of income
in the developing world, which is the only lasting solution to the problems
of chronic poverty. But this can happen only if developing countries have a
supportive international environment. The Bretton Woods institutions can,
and must, play a major role in providing such an environment.
As economies open up and integrate with the world economy they
will face new challenges or new uncertainties especially in a world of high
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capital mobility. The Fund can play a vital role in identifying likely danger
spots and systemic weaknesses, providing resources to countries in need
on appropriate terms, and also providing credible safety nets which can be
quickly deployed in the event of crisis. In this context, we welcome the
progress made in improving the flow of information to the Fund and we
also support the proposal for instituting an emergency financing mechanism. We also welcome the decision to make the enhanced structural adjustment facility a permanent facility. However, these initiatives can be effective only if the Fund's resources are adequately enhanced. Progress in
this area has been less than expected.
The Interim Committee last April had given a clear direction to the
Executive Board of the Fund on the eleventh quota review. Regrettably, not
much progress has been made in this area. I am also concerned that the preliminary calculations in Fund staff papers suggest a further reduction in the
share of developing countries as a group in Fund quotas. These calculations do not take into account the improved economic performance of developing countries in the last few years. Nor do they reflect the growing
awareness of the emerging role of developing countries as a major locomotive of world growth. Clearly, these formulae need to be reconsidered
before they are used for determining quotas for the eleventh review.
While there is agreement to expand available resources through the
General Arrangements to Borrow, we have yet to see specific commitments of finance for this purpose. There is a danger in allowing a widening gap between the international community's recognition of the need to
augment the Fund's resources and its ability to provide resources to fulfill
the larger mandate. An inadequately funded IMF will lose credibility and
this could compound the problems of volatility and uncertainty in the international economic environment that is now on the horizon. This could
weaken the reformist thrust in developing countries and dampen the
growth of world output and trade. Thus, we must strive jointly to overcome
the hurdles in the path of the necessary increase of the Fund's resources.
The last year has been a period of considerable change and assessment
of the World Bank's role and operations. The Bank's organization and operational focus are now increasingly on poverty and concerns like environment, gender, and health. This is all welcome. But the future must also ensure an increased flow of long-term investment resources to developing
countries. And yet Bank lending in real terms has not gone up since the
early 1980s. In fact, the net resource transfer has already turned negative.
As we see it, the Bank has a special role to play in relieving infrastructural constraints to rapid growth in developing countries. Infrastructure
services are crucial not only for accelerating growth but also for poverty alleviation. There is scope for inducting private capital flows into the development of infrastructure and most developing countries are striving to maximize such inflows. But private flows will not be enough. Developing
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countries have to look to expanded flows from multilateral institutions in
support of infrastructural investment. The Bank should increase lending beyond the 5 percent it now provides of total infrastructural investments in developing countries.
We welcome the new emphasis in the Bank's work on environmental
concerns. We are deeply committed to integrating environmental concerns
into our development strategy. I would, however, repeat the concern that I
had sounded in Madrid last year on the need to ensure that environmental
concerns must not become obstacles to sustaining development or alibis
for letting the poor remain poor.
A major issue before us is the follow-up action on the social summit.
Our Government is committed to a broad-based program of poverty alleviation and integrated social development, laying particular emphasis on
elementary education and primary health care; that indeed is a major inspiration for our economic reforms, which, among other things, seek to reorient public expenditure in favor of social sectors. As regards the social
summit, a major recommendation emerging from its deliberations was that
international financial institutions must complement adjustment lending
with enhanced and targeted social development lending. New and additional financial resources must therefore be mobilized towards this end.
Apart from international finance, technology and human skills must be
harnessed to eradicate global poverty. That is the mission and the vision we
must work towards.
I was deeply moved by President Wolfensohn's strong statement on
the importance of the International Development Association (IDA) as an
effective instrument for promoting development and poverty alleviation in
the world's poorest countries. In a world of massive income disparities
among nations, where a quarter of the world's population still lives in abject poverty, the vital role of concessional multilateral development assistance, as provided through IDA, is self-evident. The scale of assistance
provided by IDA is modest compared to the enormous requirements. I
hope the international community will recognize the need for early action
to ensure adequate financing for IDA-10 and IDA-11.
A failure to do so will, in particular, hurt programs of poverty alleviation and social development without which we cannot mobilize the requisite political and moral support for programs of adjustment and structural reforms.
I would like to end with a few remarks on India's efforts to accelerate
its economic growth by undertaking rapid structural changes. The depth
and breadth of our reform program are well known. Although we are still
in the early stages of economic restructuring, the Indian economy has already reaped substantial gains from the reform measures. Economic growth
has recovered to nearly 6 percent. Industrial growth is strong and expected
to touch 10 percent in the current year. Food production and foodstocks are
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at record highs. Exports are buoyant for the third year in a row. Foreign investment has risen from a trickle to nearly $5 billion a year. Foreign exchange reserves are ample. Private domestic investment is buoyant. Inflation has been brought down to an annual rate of around 8 percent and is
expected to decline further. More new jobs are being created than ever before. Our objective is to build on this success and put the economy on a sustainable path of around 7 percent growth. Many countries in East Asia have
achieved this and there is every indication that India can also do so. But to
realize these aspirations we must be able to count on a supportive international environment of open markets and strong well-functioning international financial institutions.
The world is changing exceedingly fast. The changes have opened up
immense opportunities. But these opportunities cannot be tapped unless institutions adapt to the altered circumstances. This is the real challenge before the Bretton Woods institutions.

STATEMENT BY THE GOVERNOR OF THE BANK FOR POLAND
Hanna Gronkiewicz-Waltz
It is an honor for me to participate for the fourth successive year in the
Annual Meetings of the Boards of Governors of the World Bank Group
and the International Monetary Fund. These meetings provide an excellent
opportunity to exchange views and grasp the recent developments in the
world economy.
In today's world, we are living in times of change. Changes occur on
almost a day-to-day basis; they are part of our life. The pace and quality of
adjustments to the changing environment determine the position of individuals or countries. The timely reaction to challenges may be a source of
success; delays in reaction usually bring failure. In most cases, implementing reforms needs to be forward-looking and requires strength, vision,
and determination from policymakers. Many areas of the world are undergoing radical reforms. However, I still consider the simultaneous change in
both political and economic systems as one of the most challenging tasks
we may face.
Poland is often cited as probably the most successful transition economy. Our country is currently one of the fastest growing in Europe, showing a growth trend since mid-1992. For the last two years, this growth has
been led primarily by exports, which have shown a remarkable increase of
almost 40 percent this year. The second growth factor is investment, whose
volume has also risen by two-digit figures. We are justified then in believing
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that we have embarked on a path of sustainable and viable growth, which recently reached the level of 6 percent. In the environment of strong growth,
it has nevertheless been possible to maintain constantly the downward trend
of inflation since 1991. This strong growth made it possible first to stabilize
and then to decrease the rate of unemployment. Developments in the balance of payments led to a healthy increase in our official foreign exchange
reserves, which dramatically improved our financial position; the high rating of our new sovereign debt and repayment of our IMF credits before maturity are the most visible signs of this new situation. This new situation is
an unqualified success, but on the other hand this success poses a major
challenge for monetary and fiscal policy.
Notwithstanding these positive developments, our transition to a mature market economy is still not complete. The most important measures
we have yet to introduce may be described as belonging to the realm of
structural policies. The share of the private sector in the Polish economy is
close to two-thirds; however, some branches of our industry are still dominated by state-owned enterprises, Polish agriculture is still insufficiently
sensitive to market forces, and the public finance sector is heavily burdened by obligations inherited from the past system.
All these structural deficiencies are reflected in the volume and structure of budget revenues and expenditures. The public sector borrowing requirements will grow rapidly in the years to come unless deep changes are
fully implemented in major areas. One of the key problems faced now by
Poland, and quite a few developed countries, is how to finance a pension
system.
The need for reforms in this area was recognized several years ago.
However, none of the governments up to now has initiated real changes.
These reforms are even more difficult now when it could be possible to
grasp some of the fruits of growth, but reforms have to be painful for some
part of the society. Nevertheless, the final shape of the pension system and
its initial capitalization should be implemented now. Privatization appears
to be the only feasible option to provide initial capital, through either the
allocation of the proceeds from privatization or the transfer of shares of
privatized companies. Recently, the cabinet agreed upon a program in this
respect that may form the starting point for promoting the new shape of the
social security system.
The Bretton Woods institutions are dedicated to supporting marketoriented and professionally sound reforms. Both the IMF and the World
Bank have already thoroughly researched our economy, with many of their
studies having been directly linked to these structural problems. We hope
that we may count on further support, based on their expertise in resolving
such problems in the world and their knowledge of the Polish economy.
I am fully convinced that Poland's structural problems should be vigorously tackled now. The art of adaptability is to be able to predict the fu-
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ture and react well in advance. In this context, I would like to express my
high appreciation to Mr. James Wolfensohn, in his capacity as the President of the World Bank, for taking up the challenge facing the future of the
World Bank. I do hope that the proposed reforms, targeted at professional
excellence, effectiveness, and accountability, will be implemented in time
to the advantage of the World Bank, its shareholders, and clients, as well
as to global stability.

STATEMENT BY THE GOVERNOR OF THE BANK AND
THE FUND FOR BARBADOS
Owen S. Arthur
I have the honor to speak on behalf of the Caribbean Community and
Common Market (CARICOM), namely, Antigua and Barbuda, The Bahamas,
Belize, Dominica, Grenada, Guyana, Jamaica, St. Kitts and Nevis, St. Lucia,
St. Vincent and the Grenadines, Suriname, Trinidad and Tobago, and my
own country, Barbados.
We are very appreciative of the work of the late Lewis Preston and express our condolences to his family.
I join my fellow Governors in welcoming you, Mr. Wolfensohn, to the
first meeting in your capacity as President of the World Bank Group. We
pledge our support to you and will be delighted to welcome you at our next
heads of government meeting in Guyana, where we hope to provide you with
a clear statement of our perspective on the peculiar problems of CARICOM
states.
The countries on whose behalf I speak have for some time now been
making net repayments to the international financial institutions. This situation has its roots in the sometimes cumbersome and often time-consuming approval and disbursement procedures for investment lending and in
the concentration on lending for adjustment in the previous decade. But the
crisis in Mexico has shown that the Bretton Woods institutions can respond
quickly and effectively to extraordinary situations. We believe that proposals to reform the Bretton Woods and other multilateral financial institutions
should emphasize the improvement of this capacity for quick response to
crisis situations of whatever nature.
Since our last meeting, a number of outstanding issues in both the
Bank and the Fund still claim our attention. We are pleased with the
progress that has been made so far on most of these issues and urge both
institutions to press on with their search for agreement on solutions.
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We give our full support to your efforts, Mr. Managing Director, to
conclude an agreement to increase the resources of the Fund. Accordingly:
• We support an equiproportional doubling of Fund quotas under the
Eleventh General Review of Quotas, which should be followed by a
discussion on selected quota increases to correct any anomalies that
may exist.
• We support an immediate allocation of SDRs, which is fully justified by the global need for reserve supplementation.
• We support the agreement on the conditions under which the Fund
should support currency stabilization funds, on a short-term basis,
in the context of an exchange-rate-based disinflation strategy and
within limits and guidelines of the current access policy.
• We support the proposals to make ESAF self-sustaining by using
the income from the sale of some of the Fund's gold, as proposed
by the U.K. authorities, to help finance the subsidy element. This
facility should continue to be the centerpiece of the Fund's strategy to help lower income countries, including those that are heavily indebted.
We endorse the efforts to strengthen the effectiveness of Fund surveillance, especially in light of the demonstrated volatility of the international capital markets. Surveillance, however, must be symmetrical in application to all members of the Fund. We also note the agreement on
proposals to reactivate and simplify the General Arrangements to Borrow,
but recognize that they are no substitute for the Fund's ordinary resources.
Let me turn now to Bank issues. We regret the present threat to IDA10 and uncertain prospects for IDA-11. But we are encouraged by your efforts, Mr. President, to secure a satisfactory outcome to the IDA-11 Replenishment. It would be most deplorable if a narrow view of global
responsibility should lead any donor to retreat from its commitment to IDA
and from support for alleviating conditions in the poorest countries. We
call upon all donors to give their full support to an increase in the resources
of IDA and on terms that would protect the access of vulnerable small island states to concessional resources.
We also support the ongoing work to find ways and means of easing
the burden of multilateral debt on heavily indebted low-income countries.
We recognize the complexity of the issues involved and hope that acceptable solutions, which do not carry adverse implications for countries that
have continued to service their debt, will be brought forward for adoption
by the time of the spring meetings of the Development and the Interim
Committees.
We look forward to an expanded role for the International Finance
Corporation (BFC) in the development of the private sector in CARICOM,
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especially, in a country such as Barbados, which has graduated from the
status of a borrowing member of the Bank and yet has a long way to go in
developing a private sector capable of playing an expanded role in economic growth and development and in employment creation. The IFC can
provide assistance to the private sector in areas such as project development, evaluation, and financing, and in financial sector development.
The Bank should re-examine its graduation policies to ensure more
even-handed application of its guidelines and to ensure that the decision to
graduate is made when the graduating country is on a sustainable path. Review of the guidelines should also seek to avoid the dilemma of states
being excluded from IDA resources while at the same time they are not
deemed creditworthy for IBRD lending. But, even in our own case, where
graduation has taken place prematurely, in our judgment, we urge the Bank
at a minimum to continue to provide critical technical assistance that is
often needed.
An unusual spate of hurricanes has destroyed both the entire productive capacity of Antigua and Barbuda and the entire agriculture and significant portions of the infrastructure of Dominica, and has caused considerable damage in St. Kitts and Nevis. We, therefore, urge the international
community in general, and the Bank and the Fund in particular, to put in
place the mechanism to respond to natural disasters with the medium- and
long-term assistance needed for reconstruction. Such responses to the special needs of small developing countries should fit within the framework
that is so clearly articulated in the Program of Action of the UN Conference on Small Island Developing States held in Barbados in 1994.

STATEMENT BY THE GOVERNOR OF THE BANK FOR PORTUGAL
Eduardo de Almeida Catroga
Catching Up Within the European Union
In the last decade, Portugal implemented a catching-up process within
the European Union (EU). It transformed itself into a developed small
open economy while participating fully in the construction of the EU. One
can hardly find other examples of such a thorough economic restructuring
and liberalization in such a short span of time.
In terms of macroeconomic stabilization and of catching up with
wealthy European patterns, results were viewed as impressive by international analysts. Inflation fell from a high of 30 percent in the beginning of
the 1980s to a low of 4 percent at present. Gradual and persistent fiscal
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consolidation brought the overall government deficit down from 10 percent to 5.5 percent in the current year. As a consequence, the debt-to-GDP
ratio remained moderate—around the EU average.
Unemployment exhibited a high correlation with the business cycle,
and the reforms introduced in the labor market helped the unemployment
rate to remain the lowest in the EU, after Luxembourg and Austria.
Current account stability, combined with the persistence of net capital
inflows, created a history of high levels of foreign reserves. Growing credibility of the policy mix has also put interest rates on a downward trend.
Economic growth, coupled with a sustainable real exchange appreciation, increased wealth at one of the fastest paces in Europe. Translated
into relative purchasing power parity, the Portuguese GDP per capita, between 1986 and 1994, exceed the EU average by 10 percentage points—
reaching 63 percent at present.
The proper use of important structural funds received from the EU since
Portugal's membership in 1986 was instrumental in accelerating this development. However, the performance of the economy was primarily due to two
factors:
• the consistency of the policy mix, which combines demand policies
for macroeconomic stabilization with strong supply-side policies
for structural change and economic liberalization; and
• the responsiveness of private entrepreneurship, which gained a renewed dynamics with the full liberalization of the economy and the
wave of privatization of public companies.
Along with structural change, the regulatory framework changed dramatically. Supply-side policies were primarily important in four major areas:
•
•
•
•

increased concentration of resources on higher value-added sectors;
monetary and financial liberalization;
privatizations; and
development of capital markets.

Rapid modernization is noticeable in the sharp increase of higher
value-added segments in all sectors, primarily in industry, where technological and managerial patterns are rapidly improving. Employment in
agriculture halved in ten years, to a low of 10 percent at present, and will
continue to fall in the years ahead. On the contrary, services are rapidly
growing in importance and are the major source of new jobs, especially
those linked to new demands from industry and consumers.
The ratio of public investment to GDP—in physical and social infrastructures as well as in education—became one of the highest in the EU.
This effort sharply reduced historical gaps and created opportunities for
new enterprises demanding higher skills of the labor force.
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In spite of pressure on the budget, the fiscal position improved gradually according to a medium-run strategy. Prudent debt management, with a
moderate increase of external indebtedness, was an element of this strategy.
Increasing credibility of the policy mix was recognized in 1993, when
Portugal's credit rating was upgraded to AA- by Standard & Poor's. This
enlarged the options for managing public debt and, since then, Portugal has
launched several large issues. These issues were placed in international
and global bond markets with lower spreads than expected and are trading
quite well in the secondary markets. Nevertheless, external debt remains
quite modest. It is only 17 percent of total debt, half of foreign reserves,
and 12 percent of GDP.
Major steps of monetary and financial liberalization were implemented in the last three years, after a careful preparation. In 1991, monetary policy was implemented through open market operations. Monetary
finance of the Treasury ended, and a new regulatory body and code were
introduced for securities markets, totally in line with the standards of mature markets. In 1992, the escudo became a full member of the exchange
rate mechanism of the European Monetary System. Capital controls were
fully eliminated. And the banking sector regulation was fully integrated
with the one of the European Union. In 1993 and 1994, following the upgrading of the international rating already mentioned, the external debt
management was aligned by international standards. Withholding tax for
nonresidents was abolished, and the insurance sector became fully integrated within the European market. Independence of the Bank of Portugal
improved with the adaptation of its organic law, in accordance with the
Maastricht Treaty.
In the last five years, Portugal implemented an ambitious privatization
program, according to four basic objectives:
•

improve competitiveness of the economy while reducing state involvement;

•

reduce public indebtedness;

•

widen domestic share ownership; and

•

enhance the international stature of the Portuguese stock market.

After privatizing about one hundred companies, Portugal became the
third largest privatizer within the OECD. The weight of public corporations
in GDP shrunk from 20 percent in 1990 to 8 percent in 1995, the most striking example being the banking sector, where the market share of public banks
fell from 87 percent to 30 percent at present. In the insurance sector, the move
was similar, and mergers and acquisitions with banks have been very active
recently. A few of the largest industrial corporations are already partially privatized—cement, telecommunications, oil refinery and distribution, and
paper pulp are among the major sectors contributing to market capitalization.
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Altogether, the targets of the privatization program have been quite
well attained, but the process is still incomplete. Its pace should be pursued
and its range enlarged to reach one of the lowest weights of public companies in GDP within Europe by the end of the century, so as to fully accomplish the goal of improving economic efficiency.
Capital markets which were traditionally very modest had to be virtually created ex novo. With the view of continuously increasing market efficiency, a program of gradual institutional changes was implemented. Major
changes were:
• creation of a continuous equity market and of an over-the-counter
market for large bond transactions;
• deregulation of primary debt issuance by nonresidents;
• improvement of domestic settlement systems in line with international standards; and
• abolition of stamp duty on all security transactions and of withholding tax on debt interest.
Market capitalization as a percentage of GNP now reaches 18 percent,
a figure close to most of the emergent capital markets. With the coming to
the market of major companies, which are partially privatized at present,
the size of the market will increase considerably. Continuous progress in
liquidity and market efficiency may permit Portugal's stock market to rank
with the group of small but mature markets of the world.
The process of modernization is still at an incomplete stage. Much remains to be done and the challenges of the years ahead will present as
many difficulties as the ones experienced and overcome in the last years.
The completion of macroeconomic stabilization requires pursuit of the
present economic policies of wage moderation, fiscal consolidation, and
disinflation. This strategy is a necessary condition to enhance the rate of
potential economic growth on a sustainable basis. Therefore, it would be
pursued even if there was not the challenge of meeting the Maastricht criteria designed for the European Monetary Union.
This view is the object of a broad social consensus, which acknowledges the importance for Portugal to be in the core group of countries that
lay the foundations of the European Monetary Union.
There are also important structural changes to be implemented requiring pursuit of active supply-side policies.
All in all, one can say that the significant success that Portugal achieved
in the last decade is largely due to the consistency of the policy mix and to
the unusually prominent role that supply-side policies have played in it.
Furthermore, the results clearly support the benefits from rapidly increasing flexibility and free competition in the domestic markets and full
integration in the world economy.
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On these grounds, Portugal's experience in the last decade may be an
interesting case study for small open economies attempting to run a
process of fast modernization with full liberalization of international trade
and capital flows.

STATEMENT BY THE GOVERNOR OF THE FUND FOR GABON
Marcel Doupamby Matoka
The celebration, a year ago, of the fiftieth anniversary of the founding
of the Bretton Woods institutions revealed the magnitude of the challenges
facing these institutions and also provided us with the opportunity to recommend ways and means to deal with these challenges in a spirit of enhanced international cooperation. The time now seems ripe for us to review
the international economic developments that have occurred since then,
and to place into a proper perspective the relationships between our countries, the World Bank, and the International Monetary Fund.
The data currently available confirm that the international economy
has indeed entered a new growth cycle and that its overall short- and
medium-term prospects seem promising. In the developed countries, the
process of consolidating the recovery was accompanied in 1994 by a relatively low level of inflation that had not been attained in these countries for
roughly thirty years. Among the developing countries, Asia sustained its
high growth rate, while economic performance in other regions, including
sub-Saharan Africa, was encouraging.
Nevertheless, we remain concerned about the persistent disparities
among developing countries, in terms of both economic growth and the
standard of living of our respective populations, despite recent statistics
of the World Bank and the Fund showing that these disparities are marginally shrinking. Furthermore, recent trends in financial markets show
reflows of resources not only from certain emerging countries but also
from many other developing countries, which forces us to temper our optimism about the continued expansion of the world economy. We are
concerned about the negative impact of these trends, given the inherent
weaknesses of the international financial system. The Mexican financial
crisis bears witness to the precariousness of this situation. In fact, we
fear that growth in developing countries, at least in the short term, will
be affected by a slowdown in capital flows to emerging and other developing countries. Added to this is the risk entailed by instability in international financial markets and exchange rate distortions of the major
currencies.
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We urge the major developed countries, working in concert with the
Bretton Woods institutions, to identify solutions that will mitigate, or even
prevent, these problems. It is in this context that we welcomed the decision
of the Group of Seven meeting in Halifax to discuss issues related to the
role of the multilateral financial institutions in the new international economic environment. While praising the outcome of this meeting, and in
particular, the pledge made by the participants in regard to strengthening
the multilateral institutions, encouraging the growth of the global economy, reducing poverty, and responding to and if possible preventing crises,
it is our hope that in common with all of the developing countries, we will
henceforth be fully included in all discussions aimed at improving the international financial system, so as to ensure that our concerns and interests
are duly taken into account.
The improved prospects for consolidating growth in our countries are
the result of the untiring efforts and sacrifices we have made in implementing rigorous adjustment and economic reform programs with the support of international financial institutions, including the Bretton Woods institutions. But much remains to be done by the whole international
community to support our efforts to place our economies on the road to
sustained growth.
More than ever, Africa's major challenge is to improve the living conditions of its people. In this respect, we fully endorse the heartfelt views
expressed yesterday morning by the Managing Director of the Fund in his
statement, in which he drew attention to the scandalous persistence of
poverty in certain regions of the world. From our perspective, we are aware
that the extent to which the living standards of our peoples can be improved is primarily dependent on our own efforts and the implementation
of a clearly defined development strategy. This strategy should be based on
the development of basic infrastructures, the development of human resources, a thriving private sector, and the promotion of economic diversification. It is our conviction that no reform program can succeed unless it
enjoys adequate social and political support. In this regard, we are thus
heartened by the outcome of the International Conference on Population
and Development held in Cairo in September 1994, the World Summit for
Social Development held in Copenhagen in March 1995, and the Beijing
Conference on Women, which took place recently. We earnestly hope that
the conclusions of these global conferences will translate into effective actions that can be incorporated into the design and financing of adjustment
programs and economic reforms supported by the Bank and the Fund.
Through their own experience, the Bretton Woods institutions have
learned the importance of well-designed programs. Although Africa must
necessarily draw on the development experiences of others, it must first
rely on its own internal deliberations and strategies. We must effectively
position our countries at the center of the development debate. In this con-
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text, we draw your attention to the necessity of adapting the assistance
strategies of the Bretton Woods institutions to our own conditions and our
own growth objectives. These assistance strategies must elucidate the economic and social objectives of our countries. The Bank and the Fund
should support the economic strategies, reform programs, and projects
identified by the countries themselves. In other words, we earnestly hope
that our adjustment programs will become more internally generated and
that the assistance strategies will be jointly designed to ensure full national
participation. Adjustment programs are more likely to succeed when they
are effectively designed by us and when a national consensus is reached in
the context of the political and economic transformation under way in
Africa. We emphasized these issues in the recent memorandums to the
President of the World Bank and the Managing Director of the Fund. It is
our hope that our views on these matters will be heeded. The issue of public expenditure reviews has been discussed extensively in the Development
Committee within the context of its review of the conclusions and recommendations of the World Summit for Social Development. While valuing
the advisory role of the World Bank and IMF in public expenditure reviews, we are strongly of the view that such reviews should not lead to the
imposition of additional conditionalities in areas in which the Bretton
Woods institutions have no mandates.
While we are resolved to continue our macroeconomic and structural
adjustment efforts, we also believe that these efforts must be supplemented
by a sufficient volume of concessional resources. We appeal to the international community for this assistance, and specifically call on the Fund membership to firmly support a permanent enhanced structural adjustment facility (ESAF), for the effectiveness and indispensability of the ESAF in our
countries is a matter of record. We are seriously concerned about the uncertainties surrounding the replenishment of International Development Association (IDA) resources. As Mr. Wolfensohn has said, IDA is the backbone
of international efforts to help poor countries to help themselves. It is thus
clear that if commitments undertaken within the IDA framework are in
doubt, our countries'efforts to achieve growth will be seriously undermined.
In this context, we join the President of the World Bank and the Managing
Director of the Fund in urging the international community, particularly the
major contributors, to show greater commitment to development assistance,
by helping secure the already committed IDA-10 and contributing more substantially to the IDA-11 Replenishment and providing a sufficient volume of
resources for financing the Special Assistance Program for Africa. We are
deeply disappointed by the sharp drop in the level of official development assistance by the industrial countries, not only as a percentage of their GDP but
also in real terms. We also deeply regret that net transfers of resources in real
terms from the Bank Group to Africa were negative in 1994. These trends in
resource transfers are all the more disturbing as most African countries still
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do not have access to international capital markets. While greater flows of
official and concessional assistance to our countries are indispensable, we
hope that the international community will help us create the necessary conditions to attract private capital flows. We believe, in this regard, that the economic and institutional reforms and the process of political liberalization in
progress in our countries will serve to stimulate foreign investment.
With regard to the serious structural problem of indebtedness, which is
a major obstacle to growth in our countries, we wish to draw the attention of
the international community to the following facts: It is extremely disturbing
to note that despite debt rescheduling and forgiveness, our countries are still
confronted with an increasing heavy debt burden. In 1994, for example, the
debt-GDP ratio of the sub-Saharan African countries was 98 percent, while
the ratio of debt to exports for these same countries amounted to about 400
percent. Although application of the Naples terms represents an encouraging
step towards a solution to the problem of bilateral debt within the Paris Club,
the debt of low-income African countries still remains a serious impediment
to their development prospects. The situation is further exacerbated by the
steady increase in the share of multilateral debt in the total debt stock. That
is why we welcome the sensitivity to this problem shown by the World Bank
and the Fund, and the importance attached to identifying innovative solutions. We therefore urge the World Bank and the Fund to establish a mechanism intended to provide a lasting and effective solution to the problem of
multilateral debt, and also to provide additional concessional resources to the
countries concerned. Indeed, while reaffirming our determination to continue the adjustment efforts that our economies require, we appeal to the international community to identify innovative solutions aimed at reducing the
stock of debt. These new formulas should be accompanied by new infusions
of concessional resources to supplement domestic savings so as to promote
the resumption of sustained growth.
We also wish to stress the need to enhance the effectiveness of our
public administrations in order to promote development. It is impossible to
overemphasize the importance of public investment, which, in turn, promotes the emergence and sustained development of the private sector in
our countries. In this connection, it is our hope that the International Finance Corporation will take more risks in Africa. The strengthening of institutional capacities must go hand in hand with the process of economic
integration and cooperation at the regional level. We therefore urgently appeal to the international community to support regional and subregional efforts in Africa, especially those aimed at strengthening subregional intergovernmental organizations, as well as those involved in the execution of
community projects and programs. In this regard, we invite the Bank and
the Fund to take into account the treaty establishing the African Economic
Community, and the Cairo Agenda for Action on the Socio-Economic
Problems of Africa.
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With respect to international trade, studies conducted by the Bretton
Woods institutions appear to indicate that ratification of the Uruguay
Round Treaty will have little impact in Africa. Other studies, however, particularly those carried out by institutions in Africa, suggest that the impact
will be very negative in the short or medium term. In any case, it has been
amply demonstrated that the economic structures of the African countries
are such that they would be unable to benefit in the short term from the
free-market trade provisions advocated by the Uruguay Round Treaty.
Thus, pending the diversification of their economies, African countries
which are net importers of food products will see a substantial rise in the
cost of their imports resulting from the reduction of agricultural subsidies.
Furthermore, despite a brief improvement in export prices of certain primary products, the general outlook for the prices of commodities exported
by most of our countries remains an uncertain one, and unfavorable movements in commodity prices cannot be ruled out. This in itself is clear evidence of imbalances in the prevailing international trading system that require addressing. We hope that the World Trade Organization (WTO) will
play a leading role in promoting a more fair, balanced, and equitable world
trading system. Moreover, the privileges that the African countries enjoyed
under the Lome Convention will also be curtailed. In these circumstances,
we expect that the international community would ensure the orderly transition of our economies. We particularly appeal to the developed countries
not to erect protectionist barriers that would adversely affect the African
countries that have begun to diversify the structure of their exports. On the
contrary, we hope that the developed countries will take steps to facilitate
the access of African products to their markets. This is a necessary adjunct
to the international assistance they can contribute toward the sustained development of our countries. Furthermore, the resulting additional costs to
African net food importers and those countries which will lose preferential
access to industrial countries' markets should be compensated for during
the transition period.
Our countries have embraced political changes currently in progress
and the move towards political pluralism and democracy. These changes
have raised our peoples'expectations beyond limits sustainable by available
resources. We are determined to pursue these reforms steadfastly, with the
aid of technical and financial assistance from the international community.
While the major economic reforms that we have been implementing
over the past decade are beginning to bear fruit, we are well aware that
many challenges still lie ahead of us. To confront these challenges, we
know in particular that we must pursue our macroeconomic adjustment efforts, improve the financial and public enterprise sectors, and enhance the
private sector's participation in economic activities so as to achieve sustained economic growth over the medium term. The support of the international community is, however, indispensable in many respects. We are
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requesting bolder and more innovative actions to alleviate the burden of the
African debt. We therefore urge the international community to sustain our
efforts to build the economic institutions necessary to a well-functioning
market economy. Lastly, we need the international community's support to
mobilize the necessary external financial assistance that is required to
complement domestic savings for durable investment and growth.

STATEMENT BY THE GOVERNOR OF THE FUND FOR DENMARK
Marianne Jelved
I have the honor of addressing this meeting on behalf of the three
Baltic countries and five Nordic countries—Estonia, Latvia, Lithuania,
Finland, Iceland, Norway, Sweden, and Denmark—on matters relating to
the IMF.
Since the Annual Meetings last year, the upswing in the world economy has become more firmly established. During 1994, economic growth
spread to almost all industrial countries. The economies in transition have
also shown encouraging signs of recovery, especially in those countries
where stabilization policies have been firmly implemented. Furthermore,
in many developing countries a rapid economic expansion continues. Developments have, however, been marred by the Mexican crisis and exchange rate turbulence in the first months of this year. As a result of the recovery during 1994, world trade expanded strongly, recording the largest
yearly gain since 1976. The Uruguay Round trade agreement, which took
effect from January, will give further impetus to global trade and economic
growth in the years to come.
All in all, prospects for the future development of the world economy
are good. Nevertheless, a number of important challenges continue to face
economic policies.
First and foremost, the unemployment rate is unacceptably high in
many industrial countries, especially in Europe. A common and determined effort is needed in Europe to solve this serious problem. In this regard, a number of important initiatives were launched by the heads of state
and governments of the European Union (EU) when they met in Cannes,
France, this past June.
During 1994, we have experienced growth in employment due to the
higher rates of economic growth. Continued growth is a precondition for
continued expansion in employment. Growth is also important to ensure
that countries proceed with the crucial structural reforms of—among other
things—labor markets. In the short term, we must take further steps in the
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immediate future to achieve macroeconomic stabilization, especially as regards sustainability of public budgets. This is the basis for sustained
growth and further progress in reducing unemployment.
Environmental problems are growing globally. Environmental considerations must be taken into account when formulating economic policies.
This is an integral part of the overall economic policy guidelines of the EU,
just as the need for safeguarding the environment was emphasized by the
Group of Seven countries in their Halifax communique. It is also one important element in what Mr. Camdessus has labeled "high-quality growth."
One way in which economic policies can promote growth and employment, while at the same time protecting the environment, is to shift the
balance of taxation away from labor and towards other taxes, for example,
green taxes. Where such environmental taxes take the form of energy
taxes, they should not create new wedges between imported and domestic
energy sources. High-quality growth and macroeconomic stability must go
hand in hand. We welcome that the Fund is attaching more importance to
environmental factors in its economic policy advice to member states,
where appropriate.
The relationship between the EU and the Central and Eastern European countries has undergone radical changes during the last seven years.
All analyses point to the fact that Europe will reap considerable economic
benefits from increased cooperation. Membership in the EU is regarded as
essential by the Baltic and the other Central and Eastern European countries. Thus, the EU must not, and cannot, be inward looking. If these countries are to reap the full benefits of EU membership, they must ensure stable macroeconomic conditions and continue the necessary institutional and
structural reforms. The EU, for its part, must stand ready to further improve access to its markets and provide financial assistance.
Let me now turn to the role of the Fund. Many things have happened
since the Annual Meetings in Madrid last year. Discussions of the future role
of the Fund and proposals from the Halifax summit of the Group of Seven
countries will contribute to enhancing the policies of the IMF in the future.
The disappointing developments in Mexico in 1994 and their repercussions have sharpened the focus on an improved early warning system.
An important issue for the future role of the Fund is how the Fund can assist countries to handle future crises like the Mexican crisis.
In a modern world in which economic relations have become globalized, it is important to strengthen surveillance to prevent future crises. This
should be done, not only by regular surveillance of all members of the
IMF, but also by paying particular attention to those members whose
economies can have a systemic impact on the rest of the membership.
By strengthening surveillance, the Fund will be able to act as an "early
warning instrument" and contribute to policy formulation in order to achieve
sustained stability, particularly in exchange markets. However, the effective-
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ness of Fund surveillance and financial policies need to be clearly strengthened through regular and transparent information provided by member countries to financial markets. The more transparent information from member
countries is, and the more transparent policies are, the more gradual the reactions of the markets will be. This will allow countries to be better prepared to
take action in a timely way—rather than reacting to crises with the accompanying hardships for their populations. Therefore, the Fund must emphasize
the need for members to provide better and more timely data both to the Fund
and to markets. This issue is at the heart of the Fund's activities and the centerpiece of the present efforts to strengthen surveillance.
The Nordic and Baltic countries support the Fund's setting standards
to guide member countries in providing data to the public and encouraging
countries to produce, and widely disseminate, key data. We support that
the Fund give technical assistance in cases where the authorities need help
to produce or release the data useful for financial markets. We welcome the
endorsement of the Interim Committee on this issue.
We are also in full agreement with the Fund's efforts to promote
closer cooperation among the key players in the global economy and to
strengthen surveillance as the central element of the Fund's contribution to
better economic policies. The IMF's role in surveillance over macroeconomic and exchange rate policy has to be emphasized in the Group of
Seven coordination process. In this context, macroeconomic stabilization
is needed to avoid excessive movements in interest rates and exchange
rates. We welcome the concerted action by the Group of Three countries to
intervene in exchange markets and thereby reduce volatility.
The Fund's role regarding the heavily indebted poor countries is to encourage and support the pursuit of strong economic programs for these
member countries through policy, technical advice, and financial support
under a continuation of the enhanced structural adjustment facility
(ESAF). ESAF is a convenient and useful instrument for the IMF to alleviate and smooth the necessary adjustments that have to be taken in poor
countries—which was also endorsed by the Interim Committee.
In many African countries, unfavorable external conditions and high
indebtedness, as well as domestic political difficulties, have made it more
difficult to attain macroeconomic stability. The high debt burdens of many
low-income countries emphasize the continued need for technical assistance and financing also from the Fund, but it is critical to focus this assistance on the areas most in need and on countries that are ready to address the underlying problems.
At the social summit in Copenhagen in May this year, there was a
global consensus on the importance of poverty reduction as the major goal
of sustainable development. The Fund has an important role in promoting
economic policies oriented toward economic growth that brings lasting
high employment, and growth that reduces poverty and income inequali-
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ties. This is indeed an ambitious objective, but we can go for nothing less
when hundreds of millions of people in developing countries still live in
extreme poverty.
In this connection, the Nordic and Baltic countries welcome the work
under way in the Bretton Woods institutions regarding debt reduction for
the poorest countries. The Nordic and Baltic countries consider the question of multilateral debt in heavily indebted poor countries very important
and central in the discussion on the possibilities to alleviate poverty in the
poorest countries. Resolving the debt problem for this limited group of
countries calls for a concerted and comprehensive approach. All measures
to assist the problem countries should be taken on a case-by-case basis,
and performance on sound economic policies must be witnessed before
debt relief can be granted.
Another important issue is the Fund's resources. It is essential for the
Fund to have adequate resources to allow it to fulfill its mandate for the future. The Fund has to strengthen its resources by expediting the Eleventh
General Review of Quotas to obtain sufficient ordinary resources to meet
the needs of its members. We need to move quickly to complete the review
of quotas.
An increase in the Fund's borrowed resources is also under consideration, in particular the General Arrangements to Borrow. The Group of Seven
countries at the Halifax summit suggested that the Group of Ten, and other
countries with the capacity to support the system, should increase the resources currently available under GAB. We find that GAB can be a useful instrument in situations in which the Fund's ordinary financial resources are insufficient to deal with systemic crises. The Nordic and Baltic countries believe
that it should play a supplemental financing role for the Fund, but negotiations
on this issue should not delay the Eleventh General Review of Quotas.
The Nordic and Baltic countries continue to support the Fund as the
central international institution for laying down guidelines for global
macroeconomic and exchange rate policies. The IMF is well placed among
the international organizations to play a prominent role in furthering the
prosperity and well-being of the global economy and its populations.

STATEMENT BY THE GOVERNOR OF THE FUND FOR ARGENTINA
Domingo Felipe Cavallo
It is an honor for me to address these Annual Meetings of Governors
of the World Bank and the International Monetary Fund on behalf of the
other countries in Latin America and my own, Argentina.
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I would like to begin my presentation by commending Mr. Lewis
Preston. I am pleased to inform you that the Argentine Government has decided to make a contribution to the "Preston Education Program for Girls."
We fully share Mr. Preston's objectives regarding the importance of the education of women to economic development and poverty reduction.
We also wish to take this opportunity to welcome Mr. James Wolfensohn. He has been given a mandate and set the formidable task of helping
our governments to fight against poverty, while, at the same time, trying to
mitigate the damage to our environment caused by long years of poor economic policies. We fully agree with these general objectives, and I wish to
use this presentation to discuss some specific points of the Bank's agenda.
Before proceeding with that, let me briefly touch on the salient aspects of
the Latin American situation.
Latin America
For some years now the Latin American countries have been engaged in far-reaching fiscal and structural reform. The result was a faster
rate of growth for our region, which reached 5.1 percent in 1994. As you
are well aware, this year, the financial crisis triggered by the devaluation
of the Mexican peso has been a considerable contractionary force. This
contraction was intensified by the major fiscal and monetary adjustment
measures implemented as a necessary and appropriate response to the
problem.
Though growth has slowed in Latin America this year, we do see many
of these measures as building a sounder foundation for future growth. By this,
I am referring to the efforts under way to radically reform the financial systems of many countries in the region. By making these systems sounder, the
reforms have also given a boost to the rate of saving in the region.
Owing to the crisis, we have had to redouble our efforts to ensure that
future growth will be more equitable. By implementing social safety nets,
many of which are supported by the World Bank, social programs have
been insulated against the effects of adjustment measures. There is also
greater concern about the importance of better providing for society's basic
needs, such as education and health, and serious efforts are being made to
devise and offer new incentives for the creation of more productive employment through investment and growth.
I must also stress that, even though 1995 was a difficult year in economic terms, democratic elections in the region showed that our nations
clearly preferred stability and structural reform. This experience is an indication that, in future, the degree to which the democratic governments in
the region succeed or fail will depend on how well, and with what degree
of transparency, they are able to meet the economic and social demands of
their populations, and this would include economic stability.
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In sum, we feel that 1995 has been a transition year for Latin America. Though the region has suffered the consequences of serious crises, the
governments have implemented the proper measures to overcome these
crises. As a result of these efforts, the faster growth already apparent will
be placed on a sounder and more equitable footing. I would now like to
make some comments which are more relevant to the work and agenda of
the World Bank.
Role of the Private Sector
In his opening address, Mr. Wolfensohn talked about the need to find
a strategy for the World Bank Group to work more closely with the private
sector. We support this initiative because the contribution the private sector can make to economic growth is largely conditional upon the access it
has to sources of funding.
The World Bank Group's ability to respond to these financing needs
is restricted, to a certain extent, by its rules of operation. The private sectors of some borrower countries are finding that the possibility of receiving funding from these institutions may very soon be limited. For example, the International Finance Corporation's (IFC) exposure guidelines
and the Multilateral Investment Guarantee Agency's (MIGA) ceilings on
guarantees to any one country are a clear indication of this trend. It is important to seek and to find ways to remove these barriers. If necessary, increasing the capital of these institutions could be considered. In the case
of MIGA, we share the concern Mr. Wolfensohn expressed in his opening
address, and I think that we could even consider immediately strengthening the reserves of that agency with funds from the World Bank's surplus
account. A special allocation of funds to MIGA would certainly be a catalyst for promoting investment in the private sector.
Public Budgets and Poverty Reduction
An important topic of the Development Committee meeting this year
is the role of public expenditures in poverty reduction. The nature of these
expenditures are a reflection of economic growth strategies. In countries
where there are state-owned enterprises systematically running a deficit and
other unproductive expenditures, the government's ability to design and finance effective poverty reduction programs is considerably undermined.
By contrast, many countries in our region have made considerable
progress in their privatization programs. As a result, the governments of
these countries no longer have to finance high public enterprise deficits
and are increasing the budgetary items allocated to the social sectors. With
financial and technical assistance from multilateral agencies, our countries
are working to improve the design and focus of these programs.
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This assistance is fundamental because, despite the region's achievements in combating inflation and economic stagnation, we are still facing
very serious problems of poverty, education, and unemployment, which we
must tackle and solve jointly. How successful we are in this struggle will
also be a major determinant of the degree of progress we can hope to make
on other fronts, including the stability of our democracies and improvements in the environment.
Development Financing
Analysis of the statistics on Bank loans and disbursements in recent
years shows that they have remained relatively stagnant. This stagnation is
one of the main reasons why, for some time now, the Bank has been effecting net negative transfers to borrowing countries. For example, between 1991 and 1995, in net terms, Latin America transferred some $16
billion to the Bank. While in the throes of a serious financial crisis, the region transferred over $3 billion to the Bank in fiscal 1995 alone. These figures bring some questions to mind, which I would like to share with you.
What is the approximate amount of financing required by the borrowing countries and what are the projections? In which areas can we expect
large inflows of private capital, and in which areas will financing from the
multilateral institutions still be needed? Is the recent stagnation in the
amount of loans and disbursements due to the increasing role of private
capital, to a relative reduction in the demand for multilateral funding, or to
a certain inertia on the part of the Bank in responding to new funding
needs? In our opinion, a careful analysis of questions such as these should
be the basis for determining the Bank's new positioning in the international
capital markets.
We believe that even in countries that have instituted far-reaching
structural reforms, the World Bank can still play a more active role, for two
main reasons. First, there are sectors, social and otherwise, which produce
public goods and services—such as, justice, regulatory frameworks, and
aspects related to the development of appropriate institutions—that depend
essentially on public financing. Secondly, no matter how good the economic policies instituted by the governments are, the cost of domestic or
bilateral borrowing for many of our countries continues to be higher than
the cost of borrowing from multilateral institutions, and the terms much
shorter. Lastly, the role that these institutions can play in crises, such as the
one that occurred this year, merits scrutiny.
Financial Instruments of the World Bank
With regard to the financial instruments of the World Bank, I should
like to mention two specific points. The first deals with the new single-cur-
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rency lending program. The second is a suggestion that the Bank study the
establishment of a quick-disbursing window, in order to overcome certain internal obstacles which, justifiably or not, at times delay the preparation and
approval of loans.
With regard to the first point, multilateral agencies such as the World
Bank can help the borrower countries by developing new financial instruments. In this connection, we applaud the launching and subsequent expansion of the single-currency lending program that the Bank has begun to
offer at variable and fixed interest rates. Many Latin American countries
would like to take advantage of the current economic climate to borrow
primarily or exclusively in a single currency.
Nevertheless, the 50 percent limit on the total amount of a single-currency loan is unnecessarily restrictive. We consequently ask Mr. Wolfensohn
to have the Bank explore the possibility of expanding the ceiling to 100 percent as soon as possible.
With regard to the second point, the financial crisis this year showed,
among other things, that when the Bank wants to, it can move very quickly.
For example, in late January of this year, I asked Mr. Preston to prepare an
operation to support the privatization of provincial banks in Argentina. Immediately, the Latin America region got preparation of the loan under way,
and in early May the Bank's Board approved the operation. Little more
than three months had elapsed between our request and approval. It is my
understanding that this is a record for the Bank. But we must recognize
that crises arise unexpectedly and that they may be acute. Therefore, despite the very efficient work of the Bank's staff and management just mentioned, there is also a risk that in future crisis situations, the response may
not be as rapid as in this instance.
Our proposal, therefore, is that serious study be given to the possibility that, for those countries with sound economic and social policies,
the Bank open a quick-financing window. We feel that such a financial instrument could increase the effectiveness of the Bank's financial intermediation in times of crisis. We consider this proposal to be fully consistent
with Mr. Wolfensohn's objective to eliminate all bureaucratic and legal
barriers that merely delay the preparation, approval, and implementation
of projects.
Distribution of the Bank's Net Earnings
The borrower countries in our region benefit to some extent from the
World Bank's net earnings, essentially through interest rate waivers. The
earnings are also allocated to reserves, the surplus account, and various
grants. The countries of Latin America have supported a policy of sound
reserves, as well as grants that have gone primarily to International Development Association (IDA) countries.

©International Monetary Fund. Not for Redistribution

136

SUMMARY PROCEEDINGS, 1995

Nevertheless, we should like to note that for the borrower countries of
the region proposals from management with regard to the distribution of
earnings must be balanced. If the net income of the Bank were to continue
at the levels of recent years, we feel that interest rate waivers could be increased in order to reduce the actual cost of borrowing to our countries.
Trends in the Argentine Economy
I will now speak briefly about the economy of Argentina. In 1995,
after four years of fast-paced growth and a significant reduction in inflation, our economy entered a phase of slower growth. Indeed, while the
economy expanded on an average of 7.7 percent annually between 1991
and 1994, for 1995 we are projecting an increase of 1 percent.
As is well known, this slowdown was due to the crisis sparked by the
devaluation of the Mexican peso, which resulted in major losses of bank
deposits and international reserves, as well as a fall in the prices of bonds
and securities. Our strategy in grappling with the crisis has been essentially
to deepen structural reforms. We have viewed the crisis as an opportunity
to improve our strategy for growth, based primarily on development of the
private sector.
First of all, in early March we announced a package of $11.4 billion,
which included a large fiscal adjustment component. That adjustment
meant deep cuts in public spending, including a reduction in salaries.
Many of the measures required new legislation and, given the emergency
situation, it was approved in short order by the legislators. Additionally,
two new trust funds received substantial support from the World Bank and
the Inter-American Development Bank. These funds were used to privatize
many of the provincial banks and take the initial steps in financing the consolidation of the private banking system. Thus, whereas at the start of the
crisis there were 205 financial institutions, by mid-September the number
had fallen to 164, that is, a shrinkage of 20 percent.
This consolidation of the financial system and many other parallel efforts have meant a turnaround in projections. For example, bank deposits—which had fallen by an equivalent of $37.8 billion—rose again to
some $41.6 billion. This figure is only a little lower than the deposits in the
system when the crisis began. The prices of bonds and securities also recovered significantly. Lastly, Argentina has returned to international markets, securing funds on more favorable conditions than other countries affected by financial difficulties.
The crisis demonstrated how the wide-ranging structural changes introduced in recent years have considerably increased the flexibility of Argentina's economy. By way of example, in several recent months, the inflation rate was negative. There have also been major changes in relative
prices for internationally traded goods. Lastly, there has been a significant
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adjustment in international trade flows. Even though the convertibility system for the peso that was implemented in early 1991 did not change, during the first half of this year, exports grew by 45 percent and imports fell
by 4 percent. In order to achieve changes of this magnitude in international
trade flows, other countries have relied on major devaluations with serious
effects on inflation and steep drops in output. Given the trends in Argentina's international trade, instead of a trade deficit of $5.8 billion in
1994, projections indicate that this year we may have a surplus of some
$1.5 billion to $2 billion.
The far-reaching economic changes have meant significant headway in
poverty eradication but, unfortunately, the crisis has boosted unemployment
to untenable levels. With regard to efforts to reduce poverty, while in 1990,
38 percent of the population was living in poverty, by 1994 the figure had
fallen to 18 percent. These results were due, in addition to growth and an appreciable decrease in inflation, to the large-scale privatization operations that
have already been completed. As we indicated, the privatization of deficitrunning enterprises made it possible to increase social expenditures, particularly in education, which is a priority of the Government.
As part of the efforts to reduce unemployment, the Government and
the legislative branch are working actively to bring even greater flexibility
to employment conditions. For example, this year almost all labor contracts for small and medium enterprises have been made more flexible.
Major legislation on bankruptcy and labor accidents has been passed,
which will undoubtedly reduce labor costs.
In sum, although 1995 was certainly a year of slowdown in Argentina's economy, we feel that, the unemployment problem notwithstanding, the best way to overcome the crisis is to take our growth strategy
farther. All these changes have made us very optimistic about the future.
We are confident that 1996 will see a rebounding of the economy based
primarily on the vigorous growth of overall productivity, as well as increased aggregate demand. We expect GDP growth of at least 5 percent
with inflation at international levels and a considerable increase in the
economy's ability to generate productive jobs.
Conclusion
I would conclude with some thoughts about efforts to reduce poverty.
These efforts do not aim solely to feed, educate, and clothe our less fortunate countrymen. We would be gaining very little if the progress in these
areas were not accompanied by the creation of new jobs so that people can
sustain and enhance their skills and physical resources. When the social
problem is seen in this perspective, everything that the World Bank Group
does to improve its projects in both public and private sectors is important.
It is the collective efforts of governments, private enterprises, the Bank,
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and countless nongovernmental organizations working on social issues
that determine the extent to which the funds we administer can significantly expand the opportunities of the less fortunate. President Wolfensohn, the countries in my region are ready to work with you to make maximum progress toward our chief objective, poverty eradication.

STATEMENT BY THE GOVERNOR OF THE BANK FOR
SOUTH AFRICA
Christo Ferro Liebenberg
I thank you for the opportunity to address this assembly once again on
behalf of South Africa. May I first welcome Brunei Darussalam to this
family as a new member. Second, may I extend my congratulations to Mr.
Wolfensohn on assuming the presidency of the World Bank. We support
your efforts and vision for Africa and wish you every success in your term
of office. May we also extend our condolences to the family of our friend,
the late Lew Preston, who so successfully guided the World Bank through
a critical period in the institution's history. We also extend our condolences
to the family of our colleague, the Honorable Ariston Chimbati, Minister
of Finance for Zimbabwe, who passed away on Saturday.
Since the democratization of South Africa, we have adopted an economic strategy that emphasizes sustainability, monetary and fiscal discipline, value for money in government spending, and a commitment to
human resource development. To date, the macroeconomic results are encouraging. Our policies have clearly not gone unnoticed, and I am proud
that our Central Bank Governor, Dr. Chris Stals, is the recipient this year
of Euromoney's international Central Banker of the Year award.
Various initiatives are under way that are designed to increase the
competitiveness of the South African economy. Our first steps have been
encouraging, and, in the year to June 1995, we attracted net capital inflows
of R 18.6 billion. But the future is not without enormous challenges, including large backlogs in social infrastructure, basic needs such as education, housing, and health care, the eradication of poverty, improvements in
capital and labor productivity, higher savings, and institutional reform.
Regional Development
We are deeply cognizant of our role and responsibilities within the
southern African region, of which we are such an integral part. We realize
fully that domestic macroeconomic success will be insufficient for long-
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term economic development without parallel developments within the region. With the encouragement and goodwill of our neighbors, we have
taken important steps to reintegrate our economy into, and to promote
greater economic cooperation within, southern Africa. South Africa has
become a full member of the Southern African Development Community,
and we plan to conclude membership of the African Development Bank
during 1995. We also have great pleasure in using this opportunity to announce that we are formalizing our membership of the English-speaking
African constituency of the IMF and World Bank. We recognize that in the
successful regional development of southern Africa, South Africa has a
unique opportunity to contribute to the emerging growth and prosperity on
our continent. This excites us, and we have committed ourselves to this vision with great enthusiasm.
International Developments
There are a number of issues of international importance that concern
us. First, the multilateral debt problem. As we are all aware, this issue has
assumed alarming proportions for our continent. No less than 33 of 41 severely indebted low-income countries are from the African continent, and
we would like to call upon the Bretton Woods institutions and the Group
of Seven countries to redouble their efforts to find a solution to this problem in a manner that is equitable and even-handed, and that provides a feasible exit strategy for the most severely indebted nations. We make this appeal because, for the first time in many years, there are encouraging
political and economic signs that the African continent is on the upturn and
that structural reforms are progressing briskly.
Second, IDA replenishments. We share Mr. Wolfensohn's concerns.
We recognize and are thankful for the considerable efforts of the donor
countries, and specifically the U.S. Government, to secure the financial resources for IDA-10 and to ensure an adequate replenishment of IDA-11.
As a donor, we strongly encourage the successful outcome of these efforts.
It would be a sad and indeed an unnecessary irony if, owing to a lack of resources, this aspect of the World Bank's activities were curtailed precisely
at the point when there is hope for an economic and political breakthrough.
Nevertheless, in southern Africa we accept that responsibility for sustainable economic growth—based on trade policies, investor-friendly policies,
and sound macroeconomic principles—lies in our own hands.
Third, South Africa supports many of the new directives to stabilize
international capital flows and financial markets, in particular, that the IMF
develop an appropriate early-warning system.
Fourth, we fully endorse the recommendations of the Commonwealth
ministers of finance and urge a redoubling of international efforts against
money laundering. In line with international developments, our own systems
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are being improved, and we are planning to introduce strong measures to
combat this evil on a regional basis also.
Conclusion
South Africa has benefited enormously from international experience.
We have looked West and endeavoured, within our own circumstances, to
incorporate the important lessons of fiscal and monetary prudence; we have
looked East, noted the crucial role of technology, human resource development, and the role of the state in economic development; immediately north
to our neighbors to focus on the developmental nature of our task; and inwardly, to remind ourselves of the enduring challenges and major social and
basic needs that we confront. In fashioning a coherent policy approach
which incorporates these lessons, we are building a set of macroeconomic
policies revelant to our experience and circumstances. We are doing so with
the enormous goodwill, cooperation, and assistance of the entire international community. In doing so, we are beginning to undergo an amazing socioeconomic transformation. We hope that you will continue to support us
and walk with us as new opportunities unfold in Africa.

STATEMENT BY THE TEMPORARY ALTERNATE GOVERNOR FOR
THE BANK AND THE FUND FOR CANADA
Douglas Peters
Global Economic Situation and Policy Requirements
A great deal has happened to the world economy since we met in
Madrid one year ago. Not all of these developments have been positive.
Exchange market volatility has forced many countries to raise interest rates
above the levels desirable based on domestic economic considerations,
thereby leading to slower growth. The most severe example of this, of
course, was the Mexican exchange rate crisis, which spilled over to many
developing and other countries. There has also been financial market
volatility within the European Union, and Canada has not been exempt.
At the same time, we must not lose sight of some positive aspects of the
current situation. Inflationary pressures remain minimal in most industrial
countries, and progress has been made in reducing fiscal deficits. At the
same time, however, unemployment remains uncomfortably high in many
countries. These developments have in turn been reflected in international financial markets: long-term interest rates have declined over the last six
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months, and the decline of the U.S. dollar since the beginning of the year has
been reversed but the dollar has not returned to previous levels.
How can we best respond to exchange market instability and high levels of unemployment and build on the achievements of low inflation and
deficit reduction? Exchange market instability, although sometimes having
a life of its own, does develop from market concerns about the stance of
policies in the major industrial countries. This suggests that one way of responding to turmoil is to redouble our efforts at pursuing sound policies
and establishing credibility. Employment policies must concentrate on
spending smarter at a time of limited resources. In addition, structural policies are needed to improve employment potential and to improve our
economies' growth potential. The growing international consensus on this
policy prescription was embodied last year in the Interim Committee's
Madrid Declaration.
Balance of payments problems, particularly current accounts that are
consistently out of balance, add to exchange market instability. However, we
must also acknowledge that while a collective commitment to pursuing
sound policies may reduce instability, it will not guarantee the absence of
problems. Instability in foreign exchange markets remains a threat to developed and developing countries alike. Developments over the last year also
indicate the need for an international financial structure to help in providing
a smoothly functioning international economic and financial system.
Canada's Policy Approach
A policy framework that includes sound fiscal and monetary policies
and structural reforms summarizes the approach we have followed in
Canada.
Our economic priorities are to succeed in putting Canada's public finances on a sustainable footing while encouraging growth and employment. Merely setting long-term goals as some suggest gives no assurance
of achieving them. What we have done to achieve our deficit-reduction
goal has been to set rolling two-year deficit targets, on the way to a balanced budget, and then to ensure that we achieve them.
We are taking a similar approach to maintaining low inflation. The
Government and the Bank of Canada have jointly established targets of
1-3 percent for inflation during 1995-98 and have geared monetary policy
to ensuring that inflation does not leave this range.
We are also making progress in structural reform. We have reviewed
all spending programs, asking the following questions. Should the Government be doing this? Is it a priority? Can we afford it? As a result, we
have dramatically reduced many programs, including subsidies to business, and are taking action on labor market and other major reforms. These
reviews are continuing.
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Our decisive actions, and the difficult choices we have made, are paying off and will continue to do so. They will pay even greater dividends
once the uncertainty associated with the Quebec referendum is behind us.
Institutional Reform
I will conclude with a few remarks about institutional reform. Last
April, at our meeting in Washington, Canada spoke at some length about
this subject and about Canada's ambitions for the economic summit of the
Group of Seven in Halifax.
The Halifax summit has widely been seen as a constructive exercise.
It provided a useful forum in which to re-examine the current structures of
international cooperation and allowed Canada and its Group of Seven partners to put forward a number of important reform initiatives. But Canada's
interest in reform should not be interpreted as dissatisfaction with the way
the IMF and IBRD have discharged their mandates. Quite the contrary:
widespread support was shown at Halifax for the work of the Bretton
Woods institutions. Generally speaking, there was broad agreement that
the IMF and multilateral development banks should continue to play an
important role in ensuring global economic stability and international
well-being. Nevertheless, there are clearly areas where improvements are
both possible and desirable.
In the context of the IMF, Canada and its summit partners are looking
for reforms in the following key areas:
• Strengthening the IMF's surveillance of national policies and financial market developments and promoting fuller disclosure of this information to market participants. Such measures will better help to
identify problems before they reach crisis proportions.
• Ensuring that procedures are in place to shorten the time that is
needed to respond to financial crises when they do occur.
• Doubling the resources currently available under the IMF's General
Arrangements to Borrow to ensure that the Fund has adequate liquidity to meet these crises.
• Ensuring that the Fund has sufficient resources to continue to finance the enhanced structural adjustment facility for the benefit of
the IMF's poorest members.
While this is an ambitious list, the response to date has been extremely encouraging. These reform initiatives have struck a responsive
chord with other shareholder governments. In fact, much of this agenda
was at the core of the recent discussions in the Interim Committee.
Let me turn now to key issues of importance to Canada for the World
Bank and the regional development banks. In these constrained times, mul-
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tilateral institutions, like the governments that are their members, must all
learn to do more with less. In this respect, there are four key areas where I
believe room for improvement exists.
First, the multilateral banks should take further steps to consolidate
their budgets and to streamline their operations. In this respect, the actions
of the World Bank in reducing its administrative budget this year and next
should be used as a model for similar streamlining in the regional development banks.
Second, the growing diversity of the recipient countries requires an increasingly differentiated response from the multilateral banks. Wherever
possible, the market should be the dominant source of funding, especially
for infrastructure projects. Scarce concessional resources should be targeted to the poorest countries, particularly those in sub-Saharan Africa and
those that have endured severe natural disasters.
Third, resource allocation should be more efficient. Inefficiencies undermine the ability of donors and recipients alike to make progress in
poverty reduction. In particular, excessive military expenditures, particularly at the expense of social sector spending, are no longer acceptable.
Multilateral institutions must directly tie their lending programs to commitments from recipient countries to reduce unproductive expenditures.
Fourth, overlap and duplication among the multilateral development
banks must be reduced.
Conclusion
Let me re-emphasize the critical role that the IMF and IBRD must
continue to play in the smooth operation of the international monetary system and in assisting the development process. The recent discussions in the
Interim and Development Committees have helped define these roles. I
have every confidence that, together, we can ensure that the Bretton Woods
institutions will continue to have the tools to respond to their future challenges with flexibility and imagination.
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STATEMENT BY THE GOVERNOR OF THE BANK FOR THAILAND
Surakiart Sathirathai
It gives me great honor and pleasure to address the 1995 Joint Annual
Meetings of the Boards of Governors of the World Bank Group and the International Monetary Fund.
First of all, allow me to join fellow Governors in expressing deep regret on the passing away of Mr. Lewis T. Preston. We will all remember
him as one of the most distinguished Presidents of the World Bank. Please
also allow me to welcome Mr. James D. Wolfensohn as the Bank's new
President. I am sure that his great expertise will serve the Bank and member countries well.
At this Joint Annual Meetings, Thailand is very pleased to join all
other members in welcoming Brunei Darussalam as a new member of our
Bretton Woods institutions.
This year, the world economy has continued its upward momentum
despite a number of systemic disturbances and a slowdown in most industrial countries. Inflationary pressures have generally subsided. Robust
growth has been observed in developing countries, particularly in Asia.
These developments have been supported by sound economic fundamentals and progress in economic reforms that have helped the countries concerned to better withstand external shocks and sudden shifts in market sentiment. Meanwhile, through determined reforms, economies in transition
continue to make progress toward a market-based economic system. Those
in Southeast Asia, in particular, have made great strides in economic reforms and deserve strong support from the international community.
Recent policy coordination among industrial countries has helped restore confidence in the foreign exchange markets. Many challenges remain,
nonetheless, to be addressed in the immediate future. Of particular concern
to policymakers in emerging markets is the size and pace of short-term capital flows. Many of them have, therefore, justifiably resorted to temporary
restrictive measures in order to alleviate the situation. The sensitivity of borderless markets to systemic threats has made it urgent for authorities worldwide to strengthen their communication channels and policy coordination.
»October 11, 1995.
144

©International Monetary Fund. Not for Redistribution

THAILAND

145

Exchange rate misalignment and banking crises are indeed areas which require closer and more coordinated policy actions. In addition, more coordination is needed to alleviate frictions in the global trading environment.
Turning to the Thai economy, export growth of 24 percent and a
strong economic growth of over 8.5 percent are expected this year, in line
with the upward trend in other emerging economies. Notwithstanding this
buoyancy, inflationary pressure is expected to remain manageable. Meanwhile, the slightly widening current account deficit reflects Thailand's
high rate of investment. Intensified savings mobilization efforts will help
trim the deficit in the medium term. International reserves, now approximating $35 billion or equivalent to 6.6 months of imports, stand as concrete evidence of the country's economic strength.
The rapid growth of the Thai economy has made it essential for the financial sector to accommodate the increasingly sophisticated needs of enterprises and industries. Therefore, we have pursued financial broadening
and deepening strategies with an aim to encouraging mobilization of longterm funds, removing the limitations, and upgrading Thai financial markets to an international level.
First, the Government continues to encourage more participation of institutional investors in the Thai financial markets. We plan to grant more mutual fund and private fund management licenses to qualified financial institutions. The Government Pension Fund is being set up and expected to actively
take part in the capital market. In addition, more private firms and public enterprises are encouraged to set up their own provident funds. Of particular interest to foreign investors is the Thai Trust Fund, which would enable foreigners to circumvent the existing shareholding limitation of 25 percent.
Second, Thailand is committed to the policy of financial liberalization. A number of foreign banks operating in international banking business in Thailand (BIBF) are being upgraded to a full branch status. The
second round granting of more BIBF licenses is in the pipeline. In addition, we are allowing more commercial banks to be set up in Thailand.
These liberalization measures are steps toward establishing Thailand as a
regional financial center.
Finally, and most importantly, the Government has consistently adhered to fiscal and monetary prudence. The government budget has been
in surplus for eight consecutive years. For this year, although the Government has proposed a balanced budget policy, we are forecasting another
year of budgetary surplus. Thailand's exchange system has long served the
country well both in terms of ensuring steady growth of exports and maintaining market confidence. The present system of basket peg, together with
fiscal and monetary discipline, will continue to be the anchor of Thailand's
economic growth and stability.
Let us now share some thoughts on issues related to the policies and
operations of the Bretton Woods institutions.
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For decades, the Bank has been playing a constructive role in helping
the developing countries achieve a better standard of living for their people. We would like to record our appreciation for the Bank's great efforts
in combating poverty, protecting the environment, as well as emphasizing
the area of human resource development.
While the Bank has accomplished poverty alleviation at a satisfactory
level, there are still a large number of countries and several groups of people enduring poverty. We, therefore, urge the Bank to adhere to its spirit of
abating poverty and be more aggressive in overcoming this problem.
On the Bank's lending system, we welcome the Bank's decision to expand the single currency loan program, which allows borrowers greater
flexibility in the management of their liabilities, particularly reducing the
foreign exchange risk. However, we feel the program's loan size is too restrictive. To this effect, we would like the Bank to further liberalize the access to this program.
Let me, at this point, conclude with a few remarks on Fund matters.
Thailand always welcomes efforts to increase Fund resources both to finance
Fund-supported programs on a wider scale and to arrange for contingency
plans in response to emergencies. The Fund's liquidity position is projected
to decline somewhat over the next two years. Therefore, we strongly urge the
Fund to expedite the Eleventh General Review of Quotas. This review
should adequately provide for selective increases that bring actual quotas
more in line with calculated quotas for the largest number of countries possible. As for expansion of the General Arrangements to Borrow (GAB), the
Group of Ten Halifax summit communiqu6, which endorsed the idea to double the amount currently available under the GAB, is timely, but it should not
be a substitute for a quota increase. A revision of the current GAB should be
explored in order to attract greater participation in the new arrangement.
To improve the Fund's early-warning mechanism, it is imperative that
surveillance be strengthened and applied on a symmetrical basis. Borrowing and nonborrowing countries as well as countries with potential impacts
on the global exchange market and international capital flows alike should
receive effective and commensurable treatment. For the least developed
countries, where structural adjustments may be too difficult without special support from the Fund, we believe that the continuation of the enhanced structural adjustment facility (ESAF) would help soften the pressure. We thus hope that the framework for financing the ESAF can be
speedily finalized to the benefit of low-income countries.
On the proposal to expand the institution's role and jurisdiction in the
capital account against the backdrop of higher globalization and liberalization of financial markets, we share the view that capital account convertibility deserves careful deliberation on the part of the authorities. No
member, however, should be pressured to move prematurely towards relaxation of capital controls.
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I also would like to call on all members to work cooperatively on the
prolonged issue of SDR allocation. An early conclusion would help meet
reserve needs of developing countries.
In conclusion, we wish the Bank and the Fund every success in managing the forthcoming difficult challenges and in further improving their
development activities for the benefits of all members.

STATEMENT BY THE GOVERNOR OF THE BANK FOR NEPAL
Ram S. Mahat
It is a great pleasure and privilege for me to address the Joint Annual
Meetings of the World Bank and the International Monetary Fund. I welcome the new President of the Bank, Mr. James Wolfensohn, to the Bretton Woods institutions. I am confident that his leadership and rich experience will significantly contribute in economic development, particularly in
the poorer countries. Allow us to express our deep sorrow for the passing
away of the former President of the Bank, Mr. Lewis T. Preston. I am sure
that his contribution to the World Bank Group and its member countries
will be recognized for a long time.
Let me also join other speakers to welcome Brunei Darussalam to the
Bretton Woods institutions; we look forward to an effective partnership
with the new member.
We note that the global economy has continued to improve this year.
This trend is expected to enhance the scope for trade expansion and to improve the conditions for larger net resource flows to developing countries.
However, a deeper financial problem in Japan and the fiscal situation in the
United States are still signs of concern. It has now been obvious that the
sustenance of the global economic recovery is crucial for the continued
success of the reform process in developing countries. We, therefore, urge
all major industrial country governments to strengthen their macroeconomic policies and step up monitoring as well as follow-up actions in order
to achieve greater global interdependence in economic relationships.
Although the process of privatization is picking up, the need for official development assistance is still great, particularly in the poorest countries, for investment in infrastructure and human resources development,
and to help create the institutions and policies supporting economic
growth. These investments, no doubt, are essential to create an enabling
environment for private sector growth.
Furthermore, as poverty alleviation has been the overriding objective of
the poorer countries, they have put enormous efforts in creating opportunities
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for the poor to earn and enhance their capacity to work. Both these tasks require huge amounts of resources. Many of these countries have made great
efforts in raising internal resources. Nevertheless, the internal resource availability is inadequate to their requirements. Moreover, as these countries have
yet to establish their creditworthiness, foreign grants and concessional assistance are the only realistic means of support for these countries.
We feel that International Development Association (IDA) resources
should be devoted solely to the poorest and least developed countries, whose
institutional and technical capacity is weak and which lack easy access to international capital markets. It should particularly take care of the priority development issues which cannot be addressed by the private sector. The most
important task is to make development assistance more efficient and effective. Its allocation should be made in such a way that priority needs of recipient countries are met. We commend the Bank for its endeavor to respond
to challenges posed by widespread poverty in developing countries. We
broadly agree with the Bank's initiative to attack poverty, which has been
identified as the major issue confronting mankind.
We express deep concern over the likely shortfall in IDA-10 funding
due to the contribution below the level of the committed figure by the
United States. We also urge greater efforts by all donors in the IDA-11 Replenishment and to make timely decisions to ensure commitment in the
IDA replenishment.
Nepal has been utilizing various concessional facilities provided by
the Fund. The Fund's enhanced structural adjustment facility (ESAF)
played a crucial role to the adjustment process in Nepal. We would, therefore, like to continue with the ESAF arrangement.
We would also like to take this opportunity to urge the donor community to live up to the expectations of the world in attaining the goal set
by the Social summit in substantially reducing poverty.
Now I would like to briefly state the economic situation of Nepal and
outline the Government's programs and policies for economic reform. Important economic gains achieved during previous years have been eroded
due to undisciplined and irresponsible economic policies in the last nine
months because of political changes. The process of economic development
lost momentum. Scarce public resources were spent recklessly, motivated
solely by political purpose. Fiscal and foreign trade imbalances widened as
a result of increased expenditure against sluggish internal revenue generation
and high imports against a massive fall in exports. The export sector, which
was growing steadily during the same period, registered a net decline in
1994/95. Business confidence weakened, and the unprecedented growth in
private investment witnessed since 1991 came to a halt. The exchange rate,
which remained firmly stable for more than three years, started depreciating.
The primary objective of the new Government, which took power last
month, is therefore to correct these problems and work to raise the living
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standard of the poor and deprived people. We are already committed to
launching rural development, with a strengthened implementation modality and appropriate control mechanism. We consider that it is essential to
promote self-reliance, self-governance, and self-development in each and
every corner of the nation. We recognize that the establishment of a liberaloriented economy firmly stands as the need of the hour. Therefore, we will
accelerate the process of market reforms and privatization of public enterprises. Nepal has achieved satisfactory progress in the mobilization of internal revenue in recent years. The introduction of a value-added tax system is next on our reform agenda. Strict controls on spending will be
exercised. We are also committed to provide a much needed boost to exports and their diversification. Emphasis on social sector development and
infrastructure building, containing inflation and deficit financing, and promoting transparency and simplicity in expenditure management, reforms
in trade, industry, foreign investment, tariffs, finance, and the banking and
public sectors will all be included in our reform agenda. Due attention will
be paid to building human capital by providing training and skills to reap
the benefits of development. Similarly, the technical and institutional capacity will be upgraded in order to prepare and implement complex and
sweeping economic reforms over a broad front.
The strategy that we are pursuing aims to achieve a strong private sector led expansion in agriculture, manufacturing, and tourism, supported by
improved efficiency, management, and use of public resources and development of hydropower, rural infrastructure, as well as the social sector.
These initiatives will entail an enormous task of restructuring the
economy encompassing a host of austerity measures, prioritization and allocation of government expenditures, and strengthening of management
and administration. Such steps are a must in order to put the economy toward a sustainable growth path.
Nepal's long-term economic development depends largely on how
quickly we can utilize our hydro potential for the country's benefit. The
Arun in Hydropower Project, which had undergone rigorous scrutiny and
appraisals in the last ten years, has now been unilaterally canceled by the
World Bank management when the project was at the final stage of the
Board of Directors' approval. It has given a big setback to our development
efforts. Substantial financial resources and efforts were already put in the
preparation of the project. Implementation of the Arun III Hydropower
Project would have paid a high social profit for investment in priority areas
and would have provided a dependable power supply which is urgently required for private sector growth in Nepal. Its cancellation has now created
business uncertainty. I therefore take this opportunity to request the Bank
to reconsider the decision on the Arun in Hydropower Project.
Finally, the Bretton Woods institutions have served us well. We consider
that the technical and financial cooperation extended by these institutions has
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been vital to our economic development, and we believe that they have a parallel role in our future prosperity. Therefore, I express our sincere appreciation to the International Monetary Fund and the World Bank for valuable cooperation in our development efforts and look forward to a strengthened
development partnership with them in the days to come.

STATEMENT BY THE GOVERNOR OF THE BANK FOR GREECE
Yannos Papantoniou
Overall, the world economic situation appears to be satisfactory.
Growth expectations in industrial countries remain relatively high,
notwithstanding their downward revision to more sustainable, noninflationary levels. Developing economies continue to experience robust
growth, aided by international trade, structural reform, and adjustment efforts. On the other hand, the transition economies, after six years of declining output, are now expected to achieve positive growth, although
macroeconomic and financial stability have yet to be firmly established in
some of them.
A balanced macroeconomic policy mix and continued efforts aimed at
structural reform are the pillars on which sound economic policy rests.
Budgetary consolidation should remain a high priority in most countries as
a means of increasing national savings and reducing real interest rates.
Monetary policy should focus on disinflation, as well as financial and exchange rate stability. Such a policy mix is conducive to private investment
and export growth, and strengthens the prospects for sustainable expansion
in the medium term.
Sound macroeconomic policies will not, however, automatically lead
to good economic performance and improved standards of living if our
economies maintain structural rigidities. Efforts to reduce unemployment,
which remains high despite good growth conditions, should be intensified.
However, this process should be accompanied by improving social and environmental standards in the developing world, while, at the same time, preserving the multilateral character of international trade relations. In financial markets, increasing integration and globalization may require a
strengthening of market oversight activities, in order to spread the essential
benefits of free capital movements to wider segments of our societies. Finally, raising the efficiency of public administration, tax systems, and public corporations remains a goal to be vigorously pursued worldwide.
Turning briefly to Greece, the economy is in its second year of recovery, with growth projected to reach 2 percent in 1995, led primarily by
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public and private investment. Inflation has been substantially reduced—
to 8.4 percent in September 1995 from 10.8 percent in December 1994—
and is expected to decelerate further and fall to about 5 percent by the end
of 1996. In fact, year-on-year inflation returned to a single-digit figure last
April, after 22 years. The general government deficit-to-GDP ratio will be
less than 9 percent in 1995, down from 11.4 percent in 1994—well within
the limits set by our Convergence Program. For the second consecutive
year, the Greek economy has performed quite well and enjoyed the benefits of increased credibility resulting from the policies pursued.
This overall improvement in economic performance was made possible with the application of appropriate incomes, fiscal, monetary, and exchange rate policies, as well as the prevailing social climate. Incomes policy provided relatively limited nominal pay increases in the public sector,
while allowing for some real income increases linked to productivity
growth. Strict fiscal policy, in line with our Convergence Program, is being
implemented with success. The reduction of the central government's budget deficit is primarily the result of increased tax revenue from the application of the new presumptive taxation system on nonwage personal incomes, and the containment of current expenditure growth while allowing
investment expenditure to rise substantially in real terms. Monetary and
exchange rate policies are aimed at reinforcing the disinflation process. In
fact, they have created an interest rate differential in favor of Greek assets,
resulting in large capital inflows. Nevertheless, nominal interest rates have
been substantially reduced, while the observed decline in real interest rates
reflects credibility gains of the Government's economic policies.
Structural and development policies aimed at enhancing the supply
potential of the economy are also being implemented. These include,
among others:
• an extensive public investment program, cofmanced by the European Union, for the modernization of physical infrastructure and
human capital development;
• a multifaceted program to improve tax administration;
• a program for enhancing labor mobility through vocational training,
regional job centers, retraining the long-term unemployed, and subsidized hiring, especially in areas suffering from deindustrialization
or high youth unemployment;
• financial market reform, including dematerialization of government
paper and reorganization of the stock market and the securities regulatory framework;
• a privatization program through limited stock flotation of the Hellenic Telecommunications Organization and the Public Petroleum
Corporation, selling or liquidating certain firms belonging to state-
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controlled banks and the Industrial Reconstruction Organization,
and restructuring of certain state banks for eventual privatization;
and
• finally, a program of large infrastructural projects is under way, including the new Athens airport, highway networks, and the introduction of natural gas.

Greece is keenly interested in developing strong economic links
with the Balkan and other Central and Eastern European countries, as
well as the Commonwealth of Independent States (CIS) countries. To
this end, export credits and technical assistance have been granted by
Greece to some of these countries. Greece also encourages joint entrepreneurial ventures and supports the business activities of Greek firms in
the region.
In closing, I want to reiterate the commitment of the Greek Government to the pursuit of sound economic and financial policies with a view
to creating the conditions for high sustainable growth and promoting the
welfare of our people.

STATEMENT BY THE GOVERNOR OF THE BANK AND
THE FUND FOR MALAYSIA
Dato' Seri Anwar bin Ibrahim
Mr. Chairman, the Malaysian delegation would like to join our other
colleagues in congratulating you on your chairmanship of this Joint Annual Meeting of the World Bank and the International Monetary Fund. We
would also like to welcome and congratulate Mr. James Wolfensohn on his
appointment as the new President of the World Bank.
We welcome the improved prospects for world economic growth and
global economic integration. The growth in trade is now significantly
faster than output in almost all regions of the world, bringing about substantial and widespread benefits in terms of increased opportunities for
specialization, greater incentives to invest, and more rapid technological
transfer. The outlook for most countries points to continued growth, with
the industrial countries showing a sustainable growth momentum. For the
developing countries, the outlook continues to be favorable. Growth in
South Asia is expected to remain favorable, while East Asia and Latin
America are expected to record strong but slower growth. Against this favorable environment of economic growth and increasing globalization and
integration of markets, however, serious policy challenges still remain.

©International Monetary Fund. Not for Redistribution

MALAYSIA

153

In the industrial countries, the strong expansion comes with associated risks that need to be contained, particularly the possible negative effects arising from the foreign exchange turbulence in the first six months
of 1995, following the adverse financial market reaction to the poor state
of public finances in several countries bringing about higher interest rates,
and possibly more restrained consumer spending.
Given these risks, it is important that the gains made in lowering inflation be preserved, while the difficult but necessary task to reduce high public deficits needs to be vigorously pursued, given increases in fiscal burdens
associated with increasing social demands. With private savings low or declining in many developed countries, efforts need to be intensified to ensure
that this does not become an impediment to the growth momentum.
Among the developing countries, the strong growth performance in
recent years continues to mask considerable diversity. We are concerned
that many countries continue to experience weak growth and poor or even
declining standards of living. Although favorable commodity prices have
improved the prospects of some countries in sub-Saharan Africa, several
countries remain vulnerable to adverse external conditions. Of course, divergence in economic prospects reflects varying commitment to stabilization programs, difficult political conditions, and poor governance.
For some countries like ours in South and East Asia and in some Latin
American countries, economic performance remains robust. In order to
sustain stable growth, fiscal consolidation and monetary restraint have
been pursued to reduce the risk of overheating as well as to moderate capital flow volatility. There is also a need among developing countries where
the capital and financial markets remain quite robust to be vigilant to safeguard domestic financial stability. Macroeconomic management also
needs to take into account the destabilizing implications of such flows for
the domestic economy in terms of higher consumption expenditure,
thereby contributing to price pressures.
Over the past few years, there have been unprecedented surges of private
capital flows into developing countries leading to excessive liquidity expansion and upward pressures on real exchange rates. These flows have, however, been concentrated in a few selected developing countries and their sustainability is questionable and worrisome. The risk of sudden reversal looms
large as investment decisions react to perceived or real dangers to domestic
or external stability. Financial discipline therefore needs to be strengthened.
We therefore support the initiative of the IMF to play a more active role in
surveillance and in developing a mechanism to assist such countries to cope
with these situations. These institutions must also seek to improve the access
for those countries that have not been able to attract private capital flows, especially low-income countries undergoing structural adjustments.
The volatility and uncertainty of private capital flows underscore the
importance of development assistance, which is vital to many poor devel-
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oping countries. Official development assistance (ODA) provides resources based on long-term considerations as well as a transfer of technology and technical assistance that are essential to the development of
these countries. We consider it a matter of grave concern that real ODA
has declined for the fourth consecutive year. The growing pressure to reduce official development assistance among major donor governments at
a time of more promising situations in many least developed countries is
very disturbing. There is now increasing uncertainty over the fulfillment
of IDA-10 commitments. In particular, the shortfall of the U.S. Government commitment in IDA-10 is regretted. The prospect of a larger size
IDA-11 is clouded with pessimism. Greater commitment by all donors in
the IDA-11 Replenishment will therefore be crucial. Major countries
should uphold their stated commitments to provide the resources required
by the developing countries in South Asia to overcome economic distress
and to pursue structural adjustments now under way. Otherwise, the
poorer countries will be pushed further into poverty.
In the past few years, there has been a trend towards greater liberalization of markets by some developing countries in order to enhance efficiency and competitiveness. This trend is expected to strengthen efforts of
these economies to integrate into the world's financial, trading, and capital
markets. However, these efforts are sometimes impeded by protectionist
and unfair measures by developed countries. We believe that a stronger
commitment to an open multilateral rules-based trading system would prevent a slippage into inward-looking policies, especially in those economies
whose liberalization efforts are still at a fragile stage. Multilateralism and
open regionalism should be pursued to capitalize on the achievements of
the Uruguay Round. However, we must always be prepared that serious situations like the Mexican crisis can occur at any time.
We are reassured that the Bank has once again re-emphasized its central theme of poverty reduction with the focus discussions on the implications of the social summit for the Bank at the Development Committee. We
welcome the establishment of the Consultative Group to Assist the Poorest
(CGAP) with the establishment of microfmance institutions. We hope that
this program, to which the Bank will make cash contributions, will be truly
effective and open up new opportunities for the poor.
The Bank has increasingly recognized the critical role of the private sector in development. The closer coordination and information sharing between
the Bank and the International Finance Corporation (IFC) are most welcome.
Current initiatives to develop two new instruments, IDA guarantees and IDA
private investment, are definitely a move in the right direction towards the
expanded role of private sector financing of privatized sectors in its member
countries, especially in infrastructure, utilities, and urban development.
The decision to expand the single currency loan program is a reflection of the Bank's increasing emphasis on client orientation. However, we
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would like to call on the Bank to liberalize access to the program. The current program, which limits access to single currency loan terms for each
country to only half of the planned annual program or $100 million,
whichever is greater, is too restrictive and unnecessary.
We would also like to lend support to the continuous efforts of the Bank
to reduce its administrative budget by 8 percent in real terms for fiscal year
1996 and fiscal year 1997. We understand that innovation and streamlining
procedures will be encouraged and that there will not be across-the-board
cuts. However, we would like to caution that staff reductions be carefully
carried out so as not to affect the general morale of the staff. A flexible approach, taking into consideration the demand for and supply of skills and
competence, staffing levels, and regional balance is required.
We are very concerned over the fragility of the banking system in a
number of countries. We fear that the failure of some banks could have
contagious effects on the international banking system, which could undermine the stability of the international financial system. Therefore, supervisory authorities must take appropriate measures to strengthen the institutions under their regulation to help restore confidence and avoid
broader financial instability.
In light of this, we feel reassured that there are a number of proposals
to enhance the future role of the Fund to maintain stability in the international monetary system. The decisive move by the Fund in handling the recent Mexican crisis has been encouraging indeed, thereby limiting the contagion effects on other countries. Nonetheless, there is an urgent need to
put in place early warning systems to detect impending dangers. We therefore welcome the ongoing work in the Fund to strengthen its surveillance
over member countries, including establishing standards for the provision
and publication of data by member countries. However, we would like to
emphasize that there should not be any differentiation between surveillance over borrowing and nonborrowing countries. All countries must be
treated alike and relevant data made transparent to the international economic community.
History has shown that no matter how cautious we are, crises can still
occur. To deal with such an eventuality, we support the Fund's proposal to
establish the emergency financing mechanism. In this regard, a clear guideline of what constitutes an exceptional case should be drawn up to ensure
uniform and fair treatment of members facing similar circumstances.
We note that there has been a rise in the demand for Fund resources,
given the growth of the world economy, the needs of the formerly centrally
planned economies, as well as the response to new situations. In addressing
this issue, we are aware that the Fund is currently considering a number of
measures to augment its resources. Although we are supportive of the enlargement of the General Arrangements to Borrow, we are of the view that
an increase in quotas under the Eleventh General Review of Quotas should
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also be accorded utmost priority. Given that growth in the world economy
has far outpaced growth in the size of the Fund, an increase in quotas is imperative, not only to enable the Fund to adequately meet the financing needs
of the membership, particularly the low-income developing countries, but
also to enhance its capacity to deal effectively with systemic financial
crises.
Furthermore, the Fund has yet to make progress on the issue of an
SDR allocation, particularly in dealing with the issue of equity and distribution. Our view remains that a general allocation of SDRs should be part
of any agreement on the matter. In addition to the general allocation, a
post-allocation redistribution scheme could be adopted to address the special liquidity problems of some of the member countries.
To conclude, I would like to touch on one other issue, that is, the funds
for multilateral debt reduction. We support these efforts, although we understand that there may not be a single all-embracing approach. Nonetheless, one
can certainly devise country-specific approaches to ensure debt sustainability.
We would welcome proposals on this issue at the earliest possible time.

STATEMENT BY THE GOVERNOR OF THE FUND FOR
NEW ZEALAND
W.F. Birch
May I express my Government's and my own personal condolences
on the passing of Mr. Preston, who led the World Bank community through
a difficult period. I welcome President Wolfensohn and look forward to a
long and productive relationship with him.
At last year's Meetings, I outlined New Zealand's reform experiences
over the past decade. Today, I would like to elaborate on the lessons we have
learned.
New Zealand's economic indicators continue to be very favorable.
The economy is well into its fourth year of growth. Over the past few
years, production-based GDP has grown by 5 to 6 percent. All sectors except the government sector have grown strongly, and growth is expected to
continue at 3 to 4 percent over the three-year forecast period.
Although the underlying inflation rate rose to 2.2 percent in June—
slightly above the 0-2 percent target band—the rate is projected to re-enter
the target band later this year and to remain comfortably within it for the
forecast period.
New Zealand has one of the lowest unemployment rates in the Organization for Economic Cooperation and Development (OECD). Seasonally
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adjusted unemployment stands at 6.3 percent of the labor force, down from
a peak of about 11 percent four years ago. Labor market reforms, introduced in 1991, have contributed strongly to bringing unemployment down.
The recent deterioration in the current account to around 3 percent of
GDP has resulted largely from increased imports due to strong investment
and consumption growth. The current account is expected to improve in
the second half of 1995.
A feature of New Zealand's economic performance has been progress
in consolidating the fiscal position. The Government's operating balance
for 1994/95 was a surplus of 3.1 percent of GDP, and this is expected to increase to 7.7 percent of GDP in 1997/98. Tax revenue is forecast to grow
strongly, government spending is expected to remain relatively stable, and
net public debt is projected to decline rapidly.
A broad range of approaches have been used to achieve this consolidation, including:
• implementation of a broad base/low rate tax system;
• adoption of user-pays principles in many areas;
• expenditure reductions through better-targeted benefits and efficiency gains in core government departments;
• commercialization and sale of peripheral Crown activities; and
• concentration on debt repayment.
Fiscal consolidation is already reaping rewards. There have been several credit rating upgrades since 1990. The cost of capital in New Zealand
has been falling, with the real differential between New Zealand and
Group of Three long-term interest rates falling from over 5 percent in 1989
to under 2 percent this year.
The Government is now preparing for significant tax reductions.
These will still allow for ongoing debt reduction and extra investment in
social priorities such as health and education.
The Reserve Bank Act established price stability as New Zealand's
primary monetary policy objective. Price stability means inflation should
be low on average and not vary too much over time. The current agreement
between the Reserve Bank and the Minister of Finance defines price stability as maintaining inflation within a 0-2 percent band.
Our new Fiscal Responsibility Act aims to improve fiscal policy by
encouraging responsible fiscal management. The Act requires governments to:
• follow a legislated set of principles of responsible fiscal management;
• publish a budget policy statement well before the annual budget,
containing strategic priorities for the upcoming budget as well as
short-term fiscal intentions and long-term fiscal objectives;
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• fully disclose the impact of fiscal decisions over a three-year forecasting period in regular economic and fiscal updates, and present
projections of fiscal trends over at least a ten-year period; and
• present all financial information in a manner consistent with private
sector accounting rules.

These refohns also introduced accrual accounting to government. This
has played an important part in cementing the reform gains. The Parliament
and public of New Zealand now have more financial information about the
Government's position than shareholders of most publicly listed companies.
The financial management and accountability framework provides incentives for public sector managers to improve their own performance,
making them more accountable for their actions and outputs.
These important legislative changes have been accompanied by
equally significant microeconomic reforms over the past ten years like
trade liberalization, labor market reforms, and deregulation. These reforms
were essential to remove the regulations and interventionist policies which
inhibited economic performance and living standards.
The changes have underpinned the improvement in New Zealand's international competitiveness, from eighteenth in the OECD in 1991 to sixth
now, as measured by the World Competitiveness Report. The New Zealand
public is now reaping the benefits of strong growth spurred by the reforms.
The next Parliament will be elected under a new mixed-member proportional electoral system. In spite of this change, it is encouraging to note
that the essential elements of the reform agenda are likely to remain intact.
But more needs to be done to continue improving our long-term growth
potential.
Reviewing the Government's direct and indirect involvement in the
economy has been an important part of improving our performance. Some
former government-owned enterprises have been converted into companies. Some of these have been sold, while others have been retained and
run as commercial operations. Remaining government departments are required to operate in a businesslike manner using accrual-based financial
management.
Last year, I said the Bretton Woods institutions needed to avoid duplication, and I would reiterate that again today. It is important the institutions identify key objectives and focus on their core business. There is a
worldwide trend toward increasing the efficiency and effectiveness of public bodies, and the Bretton Woods institutions should follow this trend.
Where appropriate, authority should be devolved and resultant autonomy should be accompanied by greater accountability for performance.
There should be greater flexibility over management of inputs, provided
there is credible accountability for outputs, and there should be a more
flexible and market-responsive system of labor contracting.
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New Zealand believes the Bretton Woods institutions have a valuable
role in helping poorer countries. As New Zealand reaps reform benefits,
we have raised our relative overseas development assistance contribution.
Funding of IDA now represents about 7.5 percent of New Zealand's
total ODA budget and is our largest multilateral contribution. We are concerned that outstanding IDA-10 obligations are met and satisfactory
progress is made in IDA-11 negotiations. I was encouraged this morning
to hear President Clinton talk of the commitment of his administration to
meeting their IDA-10 obligations and in contributing fully to IDA-11.
New Zealand strongly supports the global trend towards more open
and integrated national economies. As governments press ahead with these
reforms, we must also ensure the Bretton Woods institutions are clearly focused and cost effective.

STATEMENT BY THE GOVERNOR OF THE BANK FOR BANGLADESH
M. Saifur Rahman
It is indeed a great pleasure for me and my delegation to be here at the
1995 Annual Meetings of the Boards of Governors of the World Bank and
the International Monetary Fund. I take this opportunity to extend to you,
Mr. Chairman, my warm felicitations on your election as the Chairman of
this august body. I join the other Governors in welcoming the new member of the Bank and the Fund. Let me also extend a most hearty welcome
to our new President, Mr. James D. Wolfensohn. I am confident that he will
give more focus to the Bank's mission in a rapidly changing world and
steer the Bank to successfully meeting what he himself termed "the historic opportunity to help advance the human condition."
I stand here today with a deep sense of loss at the sudden demise of
our dear friend Lewis Preston. President Preston headed the World Bank at
a time of tumultuous changes in the international arena. He steered the
Bank admirably to respond effectively to the new challenges of poverty reduction and human resource development, including the advancement of
women. As Chairman of the Forty-Ninth Anniversary Meeting of the
Boards of Governors of the Bank and the Fund in Madrid, I had the great
pleasure and honor of working closely with him. The memory of President
Preston sitting next to me sharing views and ideas of a poverty-free world
is still fresh in my mind. His dedication to the Bank's mission was most inspiring. May he find eternal peace.
In 1994, the world economy made good progress. A number of developing countries continued to show strong growth. However, growth was
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weak and the standard of living stagnated in the poorer countries. These
countries require stronger international support to put them on a sustainable growth path. The poorer countries must also be allowed to benefit
fully from the Uruguay Round agreements. The threat of new trade barriers in the name of environmental, social, and employment considerations
is a matter of concern to us. We are also concerned at the threat posed by
the debt problems of low-income developing countries. The lack of
progress in fiscal consolidation, particularly deficit reduction, and structural reform in the industrial countries are causing real interest rates to be
high and add to the volatility of exchange rate movements. This poses a serious threat to capital flows to the developing countries, which are on the
decline. It is, therefore, important that the major industrial countries
achieve macroeconomic convergence. I urge an enhanced surveillance role
of the IMF in this area.
I would now like to turn to the situation in my country. We have made
very good progress in a short time. Since 1991, we have stabilized an economy that was very much out of balance. We now have very low inflation.
The current account and fiscal deficits have been reduced significantly. Exports are showing strong growth. Foreign exchange reserves have increased more than sixfold in less than four years. The private sector has
started to respond to the broad spectrum of reform measures implemented
by the Government, as demonstrated by a brisk rise in demand for bank
credit for new investment. Also, foreign portfolio investment is on the rise,
and market capitalization of the Dhaka Stock Exchange has increased
threefold in the last two years.
This success in macroeconomic management, which has earned wide
acclaim, provided a strong base to launch an attack on poverty. Reduction
of hard-core poverty is the most important element of our socioeconomic
agenda. We have adopted a holistic approach embracing economic, social,
and environmental elements to ensure participatory and sustainable development. We are preparing a 15-year perspective plan based on a participatory approach with inputs of the "clientele," the common people, as the
critical building block of ownership of the plan. This is a sharp break from
the traditional central planning exercise. The public investment program
has been reprioritized to give maximum focus on social sector and human
resource development. Budgetary outlays are being supplemented by microcredit operations by Grameen Bank and other innovative and enterprising nongovernmental organizations (NGOs) in Bangladesh funded to a
great extent out of the Government's exchequer. We recognize the critical
importance of gender equality. Programs have been initiated to empower
women and to bring them into the mainstream of socioeconomic life. Innovative programs like food for education and a female scholarship program have been launched in the areas of primary education and nutritional
development. In the last three years, the coverage of the female scholarship
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program has increased to 2.3 million women. It is expected to reach 3 million next year. The food for education program has raised primary school
enrollment to 90 percent. Government organizations and NGOs are acting
in concert, whenever feasible, to achieve our socioeconomic goals. We
have attained good progress in terms of social indicators such as access to
safe drinking water, sanitation, nutritional intake, life expectancy, adult literacy, and school enrollment. Our success in reducing the population
growth rate has been widely acclaimed.
With successful implementation of stabilization and adjustment measures, Bangladesh and many developing countries have reached the threshold of breaking out of the poverty trap and are poised for higher economic
growth. In the past, the multilateral institutions have played a central role
in supporting these countries, particularly through concessional lending to
the low-income countries. The low-income developing countries, with
their inadequate infrastructure, have not been able to attract adequate foreign direct investment. For these countries, official development assistance
(ODA) remains a major source of external finance. The decline in the flow
of ODA as a percentage of the industrial countries' GDP, as well as in real
terms, is, therefore, disappointing. A continuing negative net transfer of resources by the World Bank Group is a matter of greater concern.
We are concerned at the uncertainty over the Eleventh Replenishment
of the International Development Association (IDA). Any delay in adequate replenishment of IDA-11 resources would seriously hurt the world's
poorest and would also jeopardize the World Bank's main objectives. It is
in this context that the Prime Minister of Bangladesh appealed to the heads
of government of the Group of Seven countries urging them to contribute
generously towards the IDA-11 Replenishment to meet the growing demand for a concessional credit facility for the poorest countries.
The Fiftieth Anniversary of the Bretton Woods institutions and the
Annual Meetings of the World Bank and the IMF in Madrid last year enjoined these institutions to respond to the challenges posed by changes in
the global environment. One year after the anniversary, we now have the
opportunity to review how these institutions have responded to these challenges. In this context, I soundly applaud the initiatives taken by the Bank
in several directions. The creation of the microcredit fund to help the poorest and the formation of the Consultative Group to Assist the Poorest
(CGAP) are indeed commendable. However, I must point out that the emphasis on human resource and physical infrastructure development should
be continued to make these new initiatives meaningful for the poor. I also
commend the World Bank Group for organizing the country and thematic
seminars prior to these meetings focusing on private-sector development,
investment potential of selected developing member countries, and global
development issues. I also hope that the reported initiatives for the debtmanagement fund will come to a satisfactory conclusion.
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We hope that the affiliates of the World Bank Group would also come
up with similar initiatives. IFC, for example, has yet to respond adequately
to the needs of the poorest. Greater attention needs to be given to a catalytic role. We would expect IFC to redirect its policies to develop innovative strategies and specialized vehicles to promote investment, even in
countries where the investment climate is somewhat challenging.
In conclusion, I would like to refer to the statement made by Mr.
Wolfensohn at the inaugural session yesterday morning where he said that
"we must continue to act—so that poverty will be alleviated, our environment protected, social justice extended, human rights strengthened, and
women's rights advanced—all in the cause of a more just and peaceful
world." We agree with his assessment that development today is at a critical juncture despite tremendous gains over the past generation. We also
commend his appeal for a "stronger partnership" and urge that the concept
be expanded among nations, and between nations and development institutions. Already a global vision has emerged for a basis for such partnership. The world summits on children, environment, population, social development, human rights, and women have given us a global vision for our
planet. This is a vision of a prosperous, equitable, safe, and peaceful world
that we all share. Poverty, hunger, malnutrition, and deprivation have no
place in such a vision, because poverty anywhere is a threat to prosperity
everywhere. Let us join our hands together and pool all our available resources to realize this vision. Let not posterity blame us for lack of will to
realize this vision.

STATEMENT BY THE GOVERNOR OF THE BANK FOR BELGIUM
Philippe Maystadt
These Annual Meetings are an ideal forum for exchanging views on
our economic and financial situations, for making the international community more aware of our individual aspirations and problems, and for
coming together to discuss the current status of our cooperation, and ways
to improve and deepen it, primarily within the framework of the Bretton
Woods institutions.
Belgium in the Economic and Monetary Union
It is predominantly at the national level that measures should be implemented to permit sustainable growth that would redound to the benefit
of all our peoples. For my country, Europe's aim to adopt a single currency
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by 1999 has largely charted the course of adjustment we must follow. Belgium is firmly committed to the economic and monetary union. The Government has just approved a budget for 1996 that will bring down the fiscal deficit to 3 percent of GDP. In the coming months, it will also embark
on the modernization of its social security system, so that it can continue
to provide full protection against life's insecurities and meet the increased
charges resulting from an aging population in the next century. In particular, the methods of calculating future pensions will be gradually adjusted
to keep long-term growth of pension expenditures within sustainable limits, while guaranteeing a decent retirement for everyone.
Though compliance with the convergence criteria of the Maastricht
Treaty may be key to the success of the monetary union, it is hardly a sufficient condition for successfully combatting the serious problem of unemployment. To face this challenge, and because employment promotion is its
absolute priority, the Belgian Government has just adopted a multi-year employment program. As we see it, providing access to jobs for a larger number of people is the best way of ensuring social integration.
International Monetary Fund—International
Labor Organization Dialogue
On this subject, I am happy that the dialogue between the Finance
Ministers in the Interim Committee and Mr. Michel Hansenne, DirectorGeneral of the International Labor Organization, was fruitful and constructive. Of course, my suggestion that the Interim Committee meet with
Mr. Hansenne to explore the means of broader and more continued cooperation between the IMF and the ILO was based on the fact that the statutes
of both the IMF and the ILO make the objective of full employment a priority. In particular, the agreement was that this cooperation should be
aimed at helping IMF missions in the member countries to better understand their labor markets and social protection problems and also at enabling ILO staff to better factor the IMF's macroeconomic policy expertise
into its recommendations. This new partnership, and the fact that the Fund
gives greater consideration to the social implications of the economic reforms it prescribes, should better tailor adjustment programs and so make
them more acceptable to the populations they affect.
Strengthening of the IMF
Let me now turn to the Fund's role in the international financial system. Last year in Madrid, at the Fiftieth Anniversary of the Bretton Woods
institutions, the international community applauded the IMF's ability to
adapt to a changing international economic and political environment.
The way in which the Fund reacted to the financial crisis in Mexico at the
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beginning of the year, by quickly providing that country with exceptional
financing, but also by quickly learning from that crisis, is once again evidence of the IMF's capacity to react to changes in the world economy.
We learned three lessons from the Mexican crisis for furtherance of
the IMF's objectives. The first lesson concerns the Fund's surveillance
mission. The globalization of the international financial system and the increasing liberalization of capital movements calls for closer surveillance of
all member countries, to enable the IMF to detect any emerging tensions
early. The recent studies of the Fund's Executive Board identified the improvements member countries needed to make in reporting their economic
and financial data to the Fund, and I am happy that the Interim Committee
has confirmed the findings of these studies. Substantial progress has also
been made with regard to the establishment of standards to guide member
countries in disseminating their economic and financial data to the public,
and I am pleased to note that most member countries consider that the setting of such standards by the IMF is consistent with its objectives and mission, as set forth in the Articles of Agreement.
Second, though priority should indeed be given to crisis prevention—
primarily through stricter discipline in member countries and closer surveillance by the IMF—we know that this will not always suffice. A preemergency regime is therefore envisaged to enable action to be taken
promptly in the event of serious financial crises.
The third lesson of the Mexican crisis involves the Fund's financial resources. Discussions are now under way on a new parallel financing facility to supplement the General Arrangements to Borrow (GAB), in order to
double the resources currently available under those Arrangements. However, the new facility must be considered solely a safety net for exceptional
circumstances and is not tantamount to a new increase in the normal resources of the Fund. The discussions on the increase of quotas must therefore be accorded priority. As the liquidity position of the IMF is likely to
deteriorate markedly in the years ahead, it appears critical to me that, if the
Fund's activities are to continue normally beyond 1998, an agreement
must be reached on a substantial increase in quotas by the end of next year
at the latest, given the necessary timeframe for approval by our national
legislatures.
Priorities for the Poorest Countries
The global economy is rapidly moving toward integration, but it is
still shaped by greater inequalities among countries and groups of countries. Ever-increasing numbers of countries are gaining access to international capital markets and playing larger roles in the world economy. However, too many countries are still experiencing what the Chairman termed
yesterday "misere odieuse," or abject poverty, and are not sufficiently reap-
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ing the benefits of globalization of the economy. This latter group of countries must receive our priority attention.
The solidarity shown by the international community toward Mexico
by granting that country unprecedented financial assistance and the vigor
with which the Fund rallied and adapted to meet the challenges brought out
by the Mexican crisis, that solidarity and vigor must also be tapped for the
poorest countries. In this connection, I regret that monetary and financial
turmoil is more fearful to the wealthy nations and international institutions
than the misery of 1.3 billion human beings who have to live on less than
one dollar a day. Like Messrs. Camdessus and Wolfensohn, I deeply believe that the persistence of pockets of extreme poverty cannot but engender an increasingly unstable world. Let us not be as nearsighted as markets
can be, but rather clear-sighted and clearheaded.
The strategy we need to meet the challenge of poverty must be based on
a new partnership among the three vital players: the governments of the
poorest countries, the donor community, and the international financial institutions, particularly the Bank and the Fund. This new partnership involves
mutual commitments: First of all, the governments of the poorest countries
must guarantee macroeconomic stability at home. Experience shows amply
that a government's inability to balance the budget and contain expansion of
the money supply undermines development prospects. Moreover, it is clear
that greater political stability and better management of public services also
help create the conditions for sustainable development.
Macroeconomic stabilization and rehabilitation efforts in the poorest
countries must be able to count on adequate financing from the donor community. I am concerned that, first of all, official development assistance
from Organization for Economic Cooperation and Development (OECD)
donors now accounts for less than 0.3 percent of their GDP, second, that
IDA-10 may be radically truncated and, third, that the prospects for mobilizing the funds needed for the enhanced structural adjustment facility
(ESAF) appear dim. Unless this trend is reversed, the investment rate in the
poorest countries will no longer sustain their long-term growth, and the
Bretton Woods institutions will no longer be able to play their proper role
in development. Let us not forget that neither the poorest countries nor the
Bretton Woods institutions can allow themselves to become the victims of
the unwillingness or blindness of the wealthy nations, and especially the
wealthiest among them.
This brings me lastly to the new commitments that the Bank and the
Fund must make in order to serve the poorest countries better. The two institutions must ensure the systematic evaluation of the adjustment programs they recommend. They must develop their capacity for self-review
and strive to continue to tailor their programs to local realities, to the specific needs of each country. When there are governments that shoulder
their responsibilities and implement rehabilitation and reform policies and
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when there are donor countries that, I hope, will increase their financial
commitments for development despite their budgetary difficulties, the
Bank and Fund must continue to verify the effectiveness of the policies and
reforms that they recommend. Greater responsibility on the part of the governments of the poorest countries, greater solidarity on the part of the
wealthy countries, and greater effectiveness of the Bank and the Fund are
the linchpins of this new partnership that alone will enable us to meet the
challenge of poverty.

STATEMENT BY THE GOVERNOR OF THE BANK FOR LEBANON
FuadA.B. Siniora
I am pleased and honored to address you on behalf of the Arab Governors of the World Bank and the International Monetary Fund. I would
like to begin by expressing my congratulations to you, Mr. President, on
being chosen to preside over the Boards of Governors this year, and to Mr.
Wolfensohn as he takes over the presidency of the World Bank Group. I
would also like to extend a welcome to the State of Brunei Darussalam,
which has recently become a member of the Bretton Woods institutions.
The past year witnessed a series of unfavorable developments in the international financial markets, beginning with a sharp rise in long-term interest rates in many industrial countries, continuing with the severe financial
crisis that shook the Mexican economy, and ending with the extreme disorder that overtook currency markets during the first half of this year. These
developments added to the importance of the extensive discussions on increasing the scope of international economic cooperation, which began in
the context of the Fiftieth Anniversary of the Bretton Woods Conference.
While we certainly appreciate the efforts made by the Bank and the Fund
over the past few months to come up with proposals for increasing their effectiveness, we must stress the importance of persevering in the ceaseless effort to make these institutions better able to meet the challenges posed by the
radical economic and political changes that have taken place in the world
over the past few years. In view of the significant and direct effect of actions
resulting in many cases from the proposals made to developing countries, we
would also like to stress the importance of holding serious joint consultations
with these countries and giving them the opportunity to participate in the decision-making process. In our opinion, this can be accomplished by giving
both the Interim Committee and the Development Committee, in addition to
the Boards of Governors of both the Bank and the Fund, a more central and
effective role in international economic management.
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While we appreciate the accomplishments that have been made with
respect to the world economy as a whole and the many achievements of developing countries in raising the standard of living of their citizens, it is
clear that much remains to be done. Despite the success of certain efforts,
the gulf between the industrial and developing countries is still very wide,
on the whole. The ability of developing countries to join the ranks of the
industrial nations continues to appear more and more unlikely in many
parts of the world. It is evident that both the responsibility and the longterm interest of those concerned with the world economic system require
that this challenge be met effectively. It is only natural that the Bretton
Woods institutions should play a leading role in this arena.
We believe that the best way to meet this challenge is through close
cooperation and continuous support for the efforts of member nations to
develop the technical skills of their citizens and improve the level of necessary social services. In short, the only way to begin bridging the existing
gap between industrial and developing countries is by supporting the efforts of developing countries to invest in the development of human resources, helping them to keep pace with rapid technological advancements
and thus participate in the advancement of the world's society as a whole.
Each of the Bretton Woods institutions has an important role to play
in this respect, based on the responsibilities laid out in their charters.
Through cooperation with member nations, the IMF can assist in ensuring
the stability of the world economy, by helping to prevent local economic
difficulties and providing assistance to overcome any problems that might
occur as a result of foreign economic difficulties. Likewise, the World
Bank Group strives to achieve its basic goal, which is to reduce poverty,
assist developing countries in advancing their economic sectors, and help
ensure an adequate supply of official and private resources.
The Mexican economic crisis clearly showed the importance of efforts
to create sound economic policies, and being prepared to modify these policies at an early stage, in light of new developments. This concept is reflected in many of the proposals that have recently been studied by the IMF,
including those related to strengthening its abilities to detect at an early
stage sources of tension in the economies of its member nations and in the
international monetary system in general. We support this concept, but it is
important to remember that these efforts should be focused on those countries which have an important impact on economic performance in other
countries. We believe that a selective procedure should be followed with respect to monitoring requirements, such as providing the IMF with reports
and other information. This is entirely in keeping with the principle of reciprocity as applied to the IMF and its role in monitoring, in view of the great
disparity among the economies of member countries, especially in terms of
the extent to which the performance of any one country may affect the
economies of other countries. On the subject of information, we must not

©International Monetary Fund. Not for Redistribution

168

SUMMARY PROCEEDINGS, 1995

forget the importance of noninterference in the policies of member countries with respect to the diffusion of information. No pressure of any sort
should be placed on these countries, even indirectly, to comply with particular standards for the diffusion of information.
While it is true that prevention is better than cure, we cannot dispense
with cures. We must remember that efforts aimed at strengthening the ability of the Fund to foresee possible financial crises do not dispense with the
need to make every possible effort to raise sufficient financial resources,
which enables the Fund to effectively perform its role as a source of financing. This requires, first and foremost, that the Fund ensure the sufficiency of its own resources. We are aware that the Eleventh General Review of Quotas is currently under way at the IMF. We must refrain from
distributing any surplus that may be agreed upon in the context of this review, in such a way that will cause a reduction in the percentage of quotas
held by developing countries out of the total number of Fund quotas. In addition to ensuring the availability of a sufficient amount of its own resources, we believe that it is important to strengthen the role of the General Arrangements to Borrow (GAB) as a backup to these resources. We
welcome the efforts that have been made to increase the financial resources
available through the GAB, and we hope they will meet with success in the
near future. But we must also point out that strengthening the role of GAB
as a backup for the Fund's own resources will require, in addition to increasing the amount of resources available, simplification of the procedures that govern the use of these resources in order to make them more
manageable, along with immediate and decisive efforts to overcome the
negative effects of economic crises. With respect to increasing the ability
of the Fund to respond rapidly to financing requirements, I would like to
mention the efforts recently made to create a mechanism for urgent financing. But we must remember that this mechanism, in its current form,
is no more than a group of guidelines and procedures which, although extremely important, cannot be effectively applied in the absence of sufficient financial resources.
We support the efforts that have been made to extend facilities to promote structural reform, which allow the Fund to offer concessional loans
on a continuous basis to low-income member countries. We are disturbed
by the reluctance of certain industrial countries to provide sufficient financial assistance to ensure the success of these efforts, and we wish to stress
the importance of international cooperation at the highest levels to address
without delay the task of reducing the disparity between North and South.
The inability to reach an agreement on the reallocation of special
drawing rights over the past fifteen years is only one manifestation of the
weakness that characterizes the current state of international economic cooperation. Despite the fact that the great majority of member countries
have supported a reallocation for several years, it has not been carried out
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due to the opposition of a limited number of industrial countries. It is truly
regrettable that this continued failure to reach an agreement on reallocation
has meant that over 20 percent of the Fund's member countries continue to
be excluded from participation in the system of special drawing rights. On
behalf of the Governors of the Arab World, I hereby call for putting an end
to this unnatural situation. As we are in agreement that there is a need to
increase the amount of international reserve funds, a general reallocation
represents in our opinion—from both a logical and practical point of
view—the best way to incorporate all the Fund's new member countries
into the system of special drawing rights.
Despite the fact that expectations regarding the progress of the world
economy over the medium term are somewhat encouraging, we must not
forget that many developing countries and countries in transition still face
great economic challenges and difficulties. Meeting these challenges and
solving these difficulties will require, first and foremost, that the countries
involved persist in their efforts at reform. The success of these efforts will
depend to a large extent on the availability of outside financial assistance
in sufficient quantities and under favorable conditions. Foreign support of
reform efforts in the indebted countries must include fundamental programs to relieve the burden of indebtedness. In this regard, we welcome
the Paris Club creditors' application of the Naples concessional terms to
address the indebtedness of an increasing number of low-income developing nations. We also hope to see an expansion in the scope of activities to
reduce bilateral public debt to include more countries whose indebtedness
hinders them from restoring their credit status.
In addition to the availability of sufficient financing under favorable conditions, the success of development and reform efforts in developing countries also depends on increased opportunities for selling the exports of these
countries in the markets of the industrial countries. In this regard, we hope
that the effective application of the agreements reached within the context of
the Uruguay Round will be followed by a concentrated effort to remove the
nontariff barriers that block access to the markets of industrial countries and
hinder the efforts of developing countries to expand and diversify their exports according to the principle of comparative advantage. Here I feel I must
express the great apprehension caused us by the continued support of the industrial countries for tariff policies that discriminate against petroleum and
the petroleum derivatives exported by our countries. Such policies are entirely at odds with the need for close cooperation among the petroleum producing nations and those that consume it, to ensure stability in the price of oil
and guarantee the supply of sufficient quantities to meet the rising world demand for this vital commodity. Likewise, another matter that disturbs us and
other developing countries involves the protective policies and other measures taken by the industrial countries, allegedly for the purpose of achieving
noncommercial objectives. While we are on the subject of international trade,
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I would like to draw attention to the particular importance we attach to taking effective measures to prevent the imposition of excessive additional costs
to be borne by developing countries that import foodstuffs, due to the increased prices of these commodities as a result of the Uruguay Round.
On behalf of the Arab Governors, I welcome the creation of the World
Trade Organization (WTO) and the participation of its Director General in
our Annual Meeting this year. I would like to express our hope that this
strategic organization will be able to impose an appropriate system of regulations on international trade and help strengthen international cooperation in this vital field. We are confident that cooperation between WTO and
the Bretton Woods institutions will prevent duplication of services and interference in carrying out their various responsibilities. We also hope that
WTO will take into consideration the circumstances of the Arab countries,
as developing countries, with respect to conditions for membership, and
will help these countries meet the challenges resulting from the agreement
to establish this organization.
Please permit me to address at present a number of issues related to
the World Bank and the transfer of resources. The decline in the transfer of
resources to developing countries over the past few years is cause for concern, and prospects for future developments do not indicate any improvement, especially in terms of the transfer of official assistance to low-income countries. While the overall flow of resources, both public and
private, increased greatly from 1991 to 1993, there has been no significant
increase in South Asia or sub-Saharan Africa, where poverty has reached
an unprecedented level, or in our region, the Arab World. Last year there
was a decrease in the total flow of resources due to a great reduction in
public resources. Moreover, documents presented at the last meeting of the
Development Committee predict another large reduction for the current
year with no prospects of improvement in the transfer of public resources
in coming years. In light of this, we call upon the advanced donor countries to increase their efforts to summon the political will required to ensure an increase in the flow of resources to developing countries, especially official concessional resources and resources of the International
Development Association (IDA), concerning which we hope the discussions currently under way will bring positive results.
We are pleased to cite the increased number of loans and credits granted
by the Bank and IDA during the past fiscal year, and we hope to see an increase in the activities of the International Finance Corporation and the Multilateral Investment Guaranty Agency to support private investment. However, we must also draw attention to the fact that the number of loans and
credits issued by the Bank and IDA to the Middle East and North Africa decreased over the last fiscal year to a level less than half that of five years ago.
We support the World Bank Group's focus on the objective of alleviating poverty and promoting development that ensures preservation of the en-
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vironment, and we fully support expansion of the private sector. We also applaud the Bank's great interest in human development, especially in the fields
of health, basic education, and women's education, and the Bank's intention
to increase significantly its financing of activities in these areas over the next
three years. We support the effort to ensure comprehensive and effective participation on the part of the groups that are affected by the projects of the
World Bank Group, during preparation, implementation, and supervision of
the projects. While we endorse the strengthening of relationships between the
Bank and nongovernmental organizations, we hope this will not lead to a
nonobjective influence of these organizations on the lending policies of the
Bank. We also applaud the efforts being made to enhance the role of the Development Committee and to focus its attention on issues related to the policies of the World Bank Group. In this regard, we look forward to the realization of the basic goal for which the Committee was created, that is, effective
participation in the increased transfer of resources to developing countries.
I commend the progress that has been made in the areas of reform and
development in an increasing number of developing countries over the past
few years, drawing particular attention to the great strides that have been
made by the Arab countries. I would also like to cite the high degree of economic and financial openness prevailing in many of these countries, along
with the efforts being made to establish closer ties among the economies of
our countries and the world economy as a whole. But I must also mention
that despite the progress achieved by our countries, they continue to face—
as do the other developing countries—a number of challenges, including
those related to fluctuations in the world financial markets and prices of primary commodities. On this subject, we should mention that the sharp decline
in the value of the dollar compared to the other leading currencies during the
first half of this year, and the subsequent steep drop in the price of crude oil,
will no doubt have a significant negative effect on the economic performance
of many of the countries in our region, at least in the short term. In light of
the challenges that we expect will continue to face these countries over the
medium and long terms, we must work together to continue our reform and
development efforts, in order to firmly establish the foundations of world stability and economic growth, helping our peoples realize their aspirations for
progress and prosperity.
While on the subject of our region, I wish to applaud the role of the
Bank and the Fund in providing technical assistance, and the financial support of the Bank to development projects in the West Bank and Gaza, along
with the activities of both institutions in coordinating the assistance efforts
of the donor countries and institutions. We call on both institutions to increase their assistance, to encourage the donor countries and institutions to
make every possible effort to provide sufficient resources, and to simplify
the procedures that govern the use of these resources, not only in the Arab
countries, but for all the developing countries of the world.
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In conclusion, I wish to mention that my country, Lebanon, through the
efforts of its citizens, the support of its Arab brothers and sisters and its
friends throughout the world, has made great strides towards achieving its
ambitious goals in the areas of reconstruction, institutional development,
investment in human resources, and developing the abilities of the Lebanese
people to increase production and improve their standard of living. The general focus of the Government's economic policy has been and continues to
be restoring confidence and stability to the Lebanese economy, which is the
first step towards stimulating economic activity and creating an environment favorable to sustainable economic growth. This has, in turn, helped
focus the attention of both the private sector and foreign assistance on reconstruction. In this connection, I would like to state that, despite the expectation that reconstruction efforts will place a heavy burden on the public treasury over the medium term, we are determined to achieve a
significant reduction in the deficit beginning with the next fiscal year. This
intention is clearly reflected in the draft budget for 1996 which was recently
passed by the Council of Ministers and includes significant reform efforts,
which we expect will lead to achieving a surplus in the preliminary financial balance. We believe that this focus, with its concomitant efforts at structural and organizational reform, has helped create a suitable climate for reopening the financial market after many years of inactivity, and for
strengthening the confidence of non-Lebanese investors in the performance
of the country's economy, thus restoring to Lebanon the unique position it
once occupied on the investment map of the Arab World.

STATEMENT BY THE GOVERNOR OF THE BANK FOR PAKISTAN
V.A. Jafarey
It is an honor for me, once again, to represent Pakistan at the Annual
Meetings of the World Bank Group and the International Monetary Fund.
May I take this opportunity to join other speakers in extending my country's warm felicitations to Mr. Wolfensohn on assuming the position of
President of the World Bank Group and to wish him success in steering the
Bank in these difficult and challenging times. Let me also today welcome
Brunei Darussalam to the family of the Bretton Woods institutions.
Global economic performance has generally been good and the nearterm prospects are encouraging. Output and trade are expected to grow at
reasonable rates, and inflation has come down to low levels. This favorable
outcome derives from the successful implementation of the cooperative
strategy embodied in the Madrid Declaration and the strong contribution
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by developing countries. A growing number of these countries have made
striking progress in pursuing their agendas of adjustment and reform, and
their dynamism has contributed markedly to continued global growth in recent years. Even the transition economies have begun to experience growth
after several years of stagnation and decline.
Despite this generally favorable outlook, many policy challenges remain, and the current strength of the global economy offers an opportunity
for further action to deal with policy shortcomings. In the industrial nations, further efforts at fiscal consolidation so as to bolster global savings
and lower interest rates, and measures to tackle the problem of high levels
of structural unemployment through labor market reforms are called for.
The recent episodes of turbulence in financial markets are a reminder that
markets remain highly sensitive to economic imbalances, and progress in
these areas would therefore help alleviate an important source of financial
market instability. On the trade front, even with the new multilateral agreements in place, there is little room for complacency on trade relations. Protectionism, unilateralism, and the excessive use of antidumping actions are
still with us and will require strong political will to ensure that trade frictions are resolved within the framework of trade rules overseen by the
World Trade Organization (WTO).
Many speakers have touched on the globalization of financial markets. This increased openness to international trade and financial markets
has been a welcome and positive feature and has contributed to the growth
and welfare of countries and their partners in trade. However, it has also
made countries more vulnerable to sudden shifts in market sentiment, be
they favorable or adverse, arising from changing perceptions in world capital markets and in investor sentiment towards emerging markets. The potential volatility of capital in a globalized world economy carries important
implications both for economic policies in all countries and for the IMF as
the central institution of the international monetary system.
In this regard, we welcome steps that have been taken recently to
make surveillance more effective through the two-tier requirement for regular and timely data on key economic indicators, to foster a closer and
more continuous policy dialogue which is better focused on countries of
systemic importance, as well as on international financial flows and their
sustainability. The Fund must stand ready to help countries improve their
economic policies so that currency misalignments and balance of payments crises are less likely to occur; equally important, it must have the financial resources for corrective policy action when there are crises. In both
these spheres, therefore, the Fund must ensure that it is strong enough to
serve its purpose in the new environment of globalized markets.
We feel it is essential that the Fund have the means to provide countries with financial assistance and contribute effectively to the orderly resolution of crises when they do arise, and one way to ensure this would be to
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expedite the conclusion of the next general review of Fund quotas, which is
the essential basis of the IMF's financial assistance to member countries. I
am gratified that the Interim Committee has asked that the exercise pertaining to the Eleventh General Review of Quotas be moved forward expeditiously. We hope that the size of the increase in quotas will be of a magnitude that will ensure that the Fund keeps pace with the growth of the world
economy and reflects the increased scale of international financial flows.
We note the Interim Committee's endorsement of the Executive Board's decisions on the emergency financing facility and currency stabilization
funds. However, it is a matter of great regret that a consensus on the SDR
issue remains as elusive and controversial as before. We fervently hope that
a solution can be found at an early date and look forward to the results of
the wide-ranging review of the role and function of the SDR. The suggestion by the Managing Director of the IMF—of utilizing SDRs as a last resort financial safety net, by issuing them on a temporary basis or by lending them to countries in support of strong policy programs in the context of
liquidity crisis—is one that we find worth careful consideration.
The recent compression of aid budgets in many donor countries and
the prospect of further declines in real aid flows is deeply troubling. While
countries such as my own have been extremely successful in attracting private capital, including foreign direct investment inflows, our dependence
on concessional aid flows is expected to remain at a significant level. Indeed, for the poorest countries, there is no credible alternative to the availability of IDA-type resources in sufficient volume with the World Bank.
Without a sizable replenishment of IDA resources, a critical component of
the development strategy would be lacking, and the IMF's efforts to put in
place the macroeconomic conditions for growth, through its enhanced
structural adjustment facility (ESAF), would be in vain. We believe that an
adequate IDA replenishment is a major priority because a failure to provide sufficient funding for IDA would be a severe setback to our common
objective of enhanced growth and poverty alleviation.
On ESAF, we are pleased to note the consensus that exists on the continuation of ESAF, including the establishment of a self-sustaining facility
in view of the vital role that this facility has played in assisting the developing countries implement adjustment policies. The ESAF must remain at
the heart of any Fund strategy when dealing with the financing needs of the
poor countries. We support the sale of a modest amount of the Fund's gold
to permit a continuation of ESAF-type operations.
Permit me to make a comment on issues raised in the paper for the
Development Committee entitled, "The Role of Public Expenditures in
Poverty Reduction." We are conscious of, and have responded to, the urgent need for increasing resources devoted to the social sectors and for enhancing the efficiency of public expenditures. In this regard, we have welcomed the advice of the Bank and the Fund on the quality of fiscal

©International Monetary Fund. Not for Redistribution

UKRAINE

175

adjustment and the implications this has for the composition of public expenditures. I am, however, troubled over the trend toward the growing proliferation of policy conditions emanating from multilateral financial institutions and donors to include democratic pluralism, demilitarization, and
good governance. We do not dispute the desirability or the need for countries to address these issues. But these are extremely difficult and sensitive
areas of public policy. I would therefore like to echo the views of the Ministers of the Group of Twenty-Four when they say that the Bretton Woods
institutions should not be drawn into making value judgments on delicate
and complex issues that do not fall within their mandates. Nor should such
matters become the basis for additional conditionality. One must remain
mindful of the fact that the joint demands of complex policy conditionality by the Fund and the Bank can often overwhelm governments, lead to a
loss of ownership, and, consequently, result in a premature abandonment
of adjustment programs.
Let me conclude with a few words on the economic situation and
prospects in Pakistan. We have continued to implement our agenda of adjustment and reform centered on the pursuit of sound macroeconomic policies and structural reforms aimed at promoting an efficient use of resources, an open trade and exchange system, and active and effective social
policies. We are also hopeful that, in the year 1995-96, we will see a strong
rebound in agricultural production after three successive years of belowaverage growth—an outcome that will be helpful not only in moving the
economy back toward its potential growth rate but also in easing inflationary pressures. We are, however, concerned to see indications in recent
months of a buildup of resource pressures and an associated weakening of
the external position. We are accordingly determined to take whatever corrective measures are required to address, in a prompt and comprehensive
fashion, these emerging imbalances so as to maintain discipline in a stable
medium-term framework and to foster market confidence in the overall
soundness of our economic policies.

STATEMENT BY THE GOVERNOR OF THE BANK FOR UKRAINE
Ihor Mitiukov
Let me first welcome our newest member, Brunei Darussalam, with an
emotion felt especially, as we too became members only three years ago.
Ukraine finds itself at a decisive stage in the development of its economic reforms and the transformation of its society. We have concluded that
we must reinforce the first signs of stability within our economy, which
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have given us: control over the growth of inflation; positive real interest
rates; relative stability of the exchange rate; and a low level of our budget
deficit.
After reviewing our policies and scenarios for economic development during 1995, which have been put together with the assistance of the
IMF, the Government has been able to keep to the program, which is supported by an IMF stand-by arrangement, as well as financial assistance
from other donor countries, their organizations, and international financial institutions.
Liberalization of economic relations has created a market orientation
in Ukraine, and we have already realized some revival in economic activity,
an increase in exports, and stabilization in the standard of living with an increase in the savings rate which can be directed towards increasing investment. At the same time, however, certain delays in the realization of institutional changes, foremost with privatization, have made our situation
difficult.
That is why as I speak to you today, the Parliament of Ukraine is discussing the new government's program for making cardinal changes in
speeding up the progress on private ownership and its effective implementation. With this, we understand that it is vital that tight fiscal and monetary policies, along with the increased competitiveness of our domestic
producers through increased efficiency, is the only way in which Ukraine
will get out of its current crisis, experience growth in output, and raise the
welfare of society.
We are convinced that we will be able to fulfill the goals which we
have set for ourselves in our program for 1995. By lowering the budget
deficit to 3.3 percent of GDP this year, we plan to see inflation fall in 1996
even further, with an average monthly inflation rate limited to 2.6 percent,
while in 1995 it will be about 7.5 percent. Our macroeconomic stabilization plus long-standing liberal foreign investment laws lay a foundation for
a good investment climate.
Finally, a few words about the critical issues facing the Bretton Woods
institutions. I welcome the news of an encouraging global economic situation. For us and other transition countries this gives good prospects for
expanding exports, provided of course that the industrial country markets
become more open to our products. We welcome in this connection the
idea of establishing for some countries a currency stabilization fund. We
feel that Ukraine could benefit greatly, and the reform process in Ukraine
would be supported by a currency stabilization fund of $1.5 billion in the
near future. We also emphasize that the pillar of a useful currency stabilization fund remains a solid fiscal and monetary policy.
While the currency stabilization fund and other newly instituted mechanisms, such as post-conflict financing and emergency financing, improve
the utilization of existing Fund resources, it will also be necessary to move
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forward with an expansion of resources. We strongly support the quota increase and consider the doubling of this as an appropriate benchmark. As
others, we look forward to the March 1996 seminar on the SDR, and hope
for an early resolution of the remaining questions concerning an extended
and self-sustained enhanced structural adjustment facility (ESAF).
We will continue and widen our cooperation with international financial institutions. The successful realization in 1995 of the rehabilitation
loan from the World Bank, the completion of the first two investment projects, and cooperation with over 15 investment projects requires a strong
foundation for our cooperation.
We expect to realize and agree to, in the very near future, a general
strategy for cooperation with the World Bank in the coming years. In
Ukraine, we are currently working on a better administrative system to increase our effectiveness with our World Bank partners. We are currently
working with the World Bank on the idea of creating a national program
for reforming the whole energy sector of Ukraine, which would unite the
Government, the World Bank, and bilateral donor countries in raising the
effectiveness and ensuring the national security of energy for our economy.
This relationship with the international community will be a cornerstone of our successful economic development, and I look forward to it,
and I thank the international community for all the assistance already provided for Ukraine.

STATEMENT BY THE GOVERNOR OF THE BANK FOR ESTONIA
Mart Opmann
On behalf of the Governors of Estonia, Latvia and Lithuania, I wish to
welcome Mr. Wolfensohn as the new President of the World Bank. As his
first months in the office have shown, the World Bank has now a dynamic,
committed, and efficient leader. The Baltic countries look forward to further
strengthening of the Bank and a true partnership between the Bank and its
borrowers under his leadership.
Estonia, Latvia, and Lithuania joined the World Bank and the IMF
three years ago at the midst of economic stabilization and liberalization efforts, economic contraction, severe trade disruption, and other transitional
difficulties in our countries. During these three years, all the Baltic states
have gone through various government reshuffles, elections, and political
debates on the reform agenda, but the general course on transition to a market economy system has remained firm. Today, economic stabilization has
been greatly achieved, growth in GDP has resumed, trade patterns are well

©International Monetary Fund. Not for Redistribution

178

SUMMARY PROCEEDINGS, 1995

diversified, and trade flows have significantly increased. In this process,
guidance of the Bank and the IMF, as well as their financial support, has
been valuable.
Estonia, Latvia, and Lithuania are presently entering a new stage in
their development. All three countries have signed association agreements
with the European Union, aiming to become full members in a few years.
The world is also opening up to us in other areas. While a few years ago
the only credit source for the Baltic countries was the international financial institutions, today we can access the international capital markets.
Latvia has already made its first foreign bond issue. Private capital flows,
especially into the Estonian economy, have also been substantial and are
still on the rise. This means that the Baltics now have alternatives and can
better choose financing most suited to their investment needs. All the
Baltic countries have pursued a very conservative borrowing policy, so
there should be no reason to believe that new financing opportunities
would over time adversely affect the countries' debt-servicing capacity or
creditworthiness. These new opportunities do not mean that the Baltic
countries will give up cooperation with the Bank. The World Bank's technical advice in project preparation and the economic and sector work have
been extremely valuable for each of the Baltic countries. Selective financial interventions by the Bank in key sectors, which pose higher development challenges, are still needed. The Baltic countries have a high demand for infrastructure projects' financing. The Bank's participation in
these projects through the guarantee mechanism would be advisable. It
will allow attraction of new sources of financing, to reduce costs and extend maturities.
The first three years of cooperation have been a mutual learning
process, which is already bearing some fruit. The Baltic countries have
been relatively comfortable partners for the Bank, and have provided useful input also for the Bank's activities in the former Soviet Union. To date,
the Bank has approved six operations in Estonia, five in Latvia, and four in
Lithuania. Several other projects are now in the pipeline. Our experience
shows that in small countries like the Baltics, absorptive capacity is always
an important consideration. We have learned that if due attention is not
paid to project implementation in the early stages of project preparation,
then delays and disappointments cannot be avoided. During the transition
period, the economic and political environments change fast and so do the
needs of the countries. Even when project implementation has been progressing well, the Baltic countries have encountered difficulties and delays
when changing already approved projects. Due to the rapidly changing and
improving economic environment, more rapid preparation and a higher degree of flexibility are needed.
Transition still poses serious challenges both to the Bank and the countries involved. Estonia, Latvia, and Lithuania are willing to share their ex-
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periences and continue to learn together with the Bank. I look forward to
the coming World Development Report on transition, which should help the
concerned countries to analyze their achievements and efforts, and hopefully will provide them with valuable guidance for the future.

STATEMENT BY THE GOVERNOR OF THE FUND FOR KAZAKSTAN
Viktor Vasilyevich Sobolev
It is indeed a great honor for me to take part for the first time in such
a distinguished gathering.
A few comments in memory of Mr. Preston, who visited our country in
1994. This was perhaps his last business trip, and he impressed us with his
sincerity, his wisdom, his ability to understand one and all, and the joy that he
took in meeting with common folk. We will always remember this remarkable and innovative man, who committed his heart and talent to Kazakstan.
It is indeed the task of international agencies like the World Bank and
the International Monetary Fund to improve the living standards of people
and achieve social harmony. In light of this task, we are deeply impressed
by the plans and programs announced by Mr. Camdessus and Mr. Wolfensohn for the future activities of these institutions. They give us clear guidance for our analysis of the present global situation and for our own development of new activities and mechanisms for achieving our country's
goals.
Now let me briefly describe the present economic situation of my
country. Kazakstan is one of the largest of the former Soviet republics. We
are now an independent sovereign state. We have embarked on radical economic reforms beginning in 1992. It was not until November 1993, when
we introduced our own national currency, that the national bank began to
operate in an autonomous and independent fashion.
Aided by vigorous technical and financial support from the IMF, the
World Bank, the EBRD, the Asian Development Bank, and other international lending agencies, we were able to develop by mid-1993 an overall
program aimed at stabilizing Kazakstan's economic crisis and radically reforming its economy.
Under this program, we have followed very rigorous anti-inflation
policies. Prices have been liberalized and we have begun eliminating monopolies and liberalizing domestic and external trade. The Government
and national bank are bringing inflation under control. By dint of much
more stringent fiscal policies, we have managed in a year to reduce inflation to 2 percent a month, which is half the rate during previous years.
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We have stabilized on market principles the exchange value of our currency, and we have also regulated the gold market. We have strengthened the
autonomy of the national bank and increased its role in monetary transactions.
We are gradually reforming the banking system. We have doubled our
currency assets, and one of the main results of our economic reforms has
been that we managed to curb inflation. This has curtailed the constant
drop in real wages and income of our population. We have stabilized population income, and in other calculations it has been doubled.
We stimulated exports in 1994, and exports increased twofold. For the
first time, we have had a positive trade balance and also a positive balance
of payments.
We have effected a number of institutional reforms. We are carrying on
with large-scale privatization. We have demonopolized the main industries.
We have created new banking institutions and new trading institutions, and
we have a constant increase in our industrial output. Upon the initiative of
the Government, we have introduced a number of measures to restructure the
enterprise sector. We have strengthened the managerial functions of these enterprises, and we have done away with deficit-making companies.
We are now embarking on a new stage in our economic development.
This is characterized by macroeconomic stabilization, and we have moved
on to an investment period now. In our republic, we have created favorable
economic and legal conditions to attract foreign investment. Under those
circumstances, we will certainly complete successfully the stand-by annual program, and we will move on to a new stage in our work with the
IMF and the Bank regarding the development of a mediuiii-term plan between now and 1998.
We intend to further bolster our macroeconomic stabilization, and
strengthen our economic reforms, as well as improve their quality. We intend, of course, to improve the lot of our population, especially the low-income groups.
We thank the Bank and the Fund for their support, and we intend to
further cooperate with the international financial institutions. Rest assured,
Mr. Camdessus, that the agreement on loans that we have achieved today
regarding reforming the financial structure and a number of social measures
will be duly implemented. Additional projects intended for the development
of small and medium-sized businesses and for privatization are but the logical continuation of an overall package of economic reforms in my country.
And we intend to be further integrated into the world economy.
To conclude, I would like to stress that our three-year experience in
working together with the Bank and the Fund is a clear example that the
assistance of the Bank can be adapted to transition economies.
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STATEMENT BY THE GOVERNOR OF THE FUND FOR VIETNAM
Cao Sy Kiem
From the outset, allow me on behalf of the Vietnamese delegation to
express our greetings and best wishes to the Chairman, the IMF Managing
Director, the World Bank President, Governors, and the other delegates
present here today. I would like to express our appreciation to the Joint
Secretariat for the careful preparations to facilitate all the delegations to
these Annual Meetings. I would also like to take this opportunity to pay my
profound respects to the late World Bank President Lewis Preston, who,
during his office term, made significant contributions to the activities of
this institution. My heartfelt congratulations go to Mr. James Wolfensohn
in his new capacity of President of the World Bank.
Reviewing the developments over the year since our Fiftieth Annual
Meetings in Madrid, Spain, I would like to share the observation of the
previous speakers that the world economy has rebounded strongly. The
growth outlook continues to be strong in most developing countries, while
industrial countries' growth is weaker than earlier forecast owing to a
slow recovery in Japan. Robust growth in industrial and developing countries and higher import demand in countries in transition have led to a
strong expansion in the volume of world trade, well above the average
growth rate of the last two decades. Trade among developing countries
has risen markedly, supported by trade liberalization and increased intraregional economic and financial ties. Private capital flows rebounded
quickly after the Mexico crisis. However, the Mexican experience shows
that financial stability and resource management on a national and global
basis are of paramount importance. Moreover, financial reforms in many
countries require their own efforts as well as the support and coordination
of the international financial community. Among the industrial countries,
inflation has eased further; in many countries, it has been at levels closer
to price stability than seen in three decades. However, inflation has remained at high levels in many of the transition countries, although socioeconomic stabilization efforts have progressed in a number of these
countries. These circumstances need continued support from the IMF, the
World Bank, and the donor governments for the major socioeconomic
programs of developing and transition countries. In this connection, I
would like to express high appreciation of the Bank's recent initiative,
joining many governments in implementing the poverty-alleviation strategy through the establishment of the Consultation Group to Assist the
Poorest.
Over the last few years, official development assistance has made
remarkable contributions to the economic development of developing
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countries. However, public concern exists over the prospect of a fall in
total official development assistance and the growing sentiments against
official development assistance among donor governments and their parliaments. The poorest countries are likely to be hit the hardest. I would
like to call upon donor governments to adopt a more global view and take
actions to increase official flows, since many developing and transition
countries need both financial and advisory assistance to maintain the momentum of economic reforms. In this context, the Bank's replenishment
of IDA-11 and the Fund's Eleventh General Review of Quotas are extremely necessary.
Since our normalization of relations with international financial institutions in October 1993, both the Fund and the Bank have extended considerable support to Vietnam. The Fund has assisted Vietnam to successfully implement the one-year economic adjustment program under the
stand-by arrangement and the systemic transformation facility (STF) and
the first year of a three-year medium-term economic program under the enhanced structural adjustment facility (ESAF). The Fund and the Vietnamese Government have planned to hold negotiations on the content of
the second year of this program this coming November. In addition to a
structural adjustment credit, the Bank has signed five credit agreements
with Vietnam for projects in education, transport, agriculture, irrigation,
and power sectors. The disbursement of these credits progressed rather
slowly in the initial stages owing to Vietnam's inexperience in implementing projects of this kind, but the situation has improved remarkably over
time. The Bank has planned to approve in fiscal year 1995-96 five projects
for Vietnam in banking, rural finance, power, public health, population,
and transport. All told, the Fund and the Bank have provided Vietnam with
technical assistance in the form of grants. I would like to take this opportunity on behalf of the Vietnamese Government to express our sincere gratitude to the managements of the Fund and the Bank for their valuable assistance to Vietnam over the past few years. We undertake to utilize
resources from these two institutions in the most effective manner.
Over the past year, Vietnam has obtained remarkable economic
achievements by persevering in its efforts to develop a market-oriented
economy. In 1994, GDP increased by 9 percent, export value by 32 percent, and agricultural production by 4 percent, and prospects for 1995 look
good. However, the inflation rate was 14.4 percent in 1994, slightly above
the target. The Vietnamese Government has taken strong measures to control inflation in 1995 to the range of last year.
Over the past few years, our renovations have been profound and
comprehensive, thereby gaining such important successes as robust economic growth, political stability, social development, improvement of
livelihood, and increased prestige in the international arena. These successes have created new momentum for our country to enter into the
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process of industrialization and modernization. However, much remains to
be done because Vietnam is among the poorest and most backward countries in the world, and life is still hard for part of the population, especially
in mountainous and remote areas.
The year 1995 marks an important milestone of diplomacy with Vietnam's admission to the Association of Southeast Asian Nations (ASEAN),
which was followed by the establishment of full diplomatic relations with
the United States and the conclusion of an agreement with the European
Union. These three events have allowed Vietnam to further integrate itself
into the region and other parts of the world. These accomplishments are
new indications that Vietnam's foreign policy has been actively backed by
people the world over.
Last September, Vietnam celebrated the Fiftieth Independence Day.
Over the last five decades, the Vietnamese people have traveled along a
path full of successes and challenges.
The prospect looks very bright for our country. The Government and
people of Vietnam are actively working out a five-year economic development plan to close the twentieth century and start the twenty-first century
with the watchwords "building a powerful nation with a rich population
and an equal and civilized society." It is our firm belief that with our own
efforts and the enormous assistance of the international community and
friends in all continents we will be able to achieve the objective of doubling per capita GDP by the year 2000.

STATEMENT BY THE GOVERNOR OF THE BANK FOR
EL SALVADOR
Manuel Enrique Hinds
I would like to take this opportunity to share with you some of the
most significant achievements made by El Salvador and the challenges yet
to be overcome.
The difficult years of internal conflict are behind us. El Salvador is now
a country at peace, thanks to the efforts of all Salvadorans and the support
of the United Nations system and friendly countries. We are experiencing
great vitality thanks to the efforts of the citizenry and the new conditions that
allow the private sector to give free reign to its creativity and productive
forces. In the wake of opening up and liberalization, prestigious research institutions have ranked the Salvadoran economy as being among the most liberal. Indeed, we have no price controls, the exchange rate is set by market
forces, commercial banking is in private hands, and interest rates reflect the
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interaction of supply and demand. There are virtually no barriers to foreign
trade, and the capital account of the balance of payments is unrestricted.
As a result of this process, El Salvador's economy has grown by an
average 7 percent in the last three years, and we hope to maintain that pace
this year and the next. Inflation, which peaked at a record 31 percent in
1985-86, fell to less than 10 percent in 1994 and will remain at about that
level in 1995 and 1996.
The public sector deficit declined from 4.6 percent of GDP in 1992 to
0.6 percent in 1994. It will remain at that level this year and will be virtually eliminated in 1996, largely owing to the increase in the tax burden,
from 9.6 percent of GDP in 1992 to 12 percent in 1995. It is estimated that
the rate will be some 13 percent in 1996, thanks to the unshakable commitment of the Government to improving tax administration, approving reforms to penalize tax evasion, and closing tax loopholes.
The external sector has also performed well. International reserves are
equivalent to about four months of imports; exports have increased appreciably, led by in-bond processing, which today accounts for one-third of
our total exports. Imports have tripled in the last five years as a result of El
Salvador's greater economic outward orientation and vitality, and its major
inflows of capital goods.
Our basic objective at this time is for El Salvador to become a country
of opportunity, where social mobility and equity prevail. We do not envision
economic growth without social development. To this end, we have significantly increased social spending, which is expected to account for 50 percent of the national budget in 1999. We are also in the process of making
sweeping reforms in education and health, as we want to significantly increase investment in human capital, in order to boost the productivity of our
people and become more competitive as a country. By investing in people,
we hope to create equal opportunities for our advancement and to build
durable social peace on the basis of human progress.
We are also preparing to cut investment and production costs that do
not contribute value added to international prices. To that end, we have undertaken a number of reforms, notably:
• a tariff rollback program. The tariff on capital goods and inputs will
be zero percent, while the tariff on consumer goods will be reduced
from 20 percent to 15 percent in January 1996 and will continue to
be gradually lowered over the following years.
• public sector reform, aimed at reducing the costs of bureaucracy for
the private sector and improving efficiency in service provision to
the public.
• the introduction of competition in the provision of telephone, electricity, and port services, with a view to increasing the efficiency of
these services by preventing monopolies.
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• privatization of telephone and electricity services and ports, to
change the structure of public investment in such a way as to encourage investment in human capital.
• reform of the pension system to increase domestic saving, develop
the capital market, and give workers more options in planning for
their futures.
In addition, resources are being allocated to further the development
of local governments and the socioeconomic advancement of their communities. These resources will fund social projects and local infrastructure,
until such time as the investment in human capital bears fruit. Local development projects are aimed at creating new employment opportunities
and options, especially in the rural areas; helping to break down the concentration of sources of production; decreasing migration to urban areas;
and fostering balanced development nationwide, as far as possible.
It is through this mix of economic, social, and environmental protection policies, the strengthening of the democratic process, and the reform
of the Salvadoran judicial system that we are creating the conditions for attracting national and foreign investment.
We believe that World Bank and International Monetary Fund policies
should be geared toward helping countries to effectively become a part of
the globalization process and efficiently invest in human and physical capital, so as to raise levels of competitiveness.
In concluding, we wish to invite foreign investors to visit and get to
know our country and to become partners in the progress of our society. Our
major national objective is to turn El Salvador into a country of opportunity,
with equity and social mobility, so that we can rise to the challenges of the
twenty-first century.

STATEMENT BY THE GOVERNOR OF THE BANK FOR THE
LIBYAN ARAB JAMAHIRIYA
MohamedA. Bait Elmal
I am pleased to congratulate you, Mr. Chairman, on behalf of the delegation of my country, the Libyan Arab Jamahiriya, for being selected to
chair the Boards of Governors this year. I wish you success in moving these
meetings toward the achievement of good results to benefit all the people of
the world through the programs and policies implemented by the Bretton
Woods institutions, as well as the coordinated economic, financial, and
monetary policies adhered to by member countries taking into consideration the interests and needs of the various countries of the world, without
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any discrimination. It also pleases me to welcome the new member country, Brunei Darussalam, which has recently joined both of our institutions.
While commending the great and distinguished efforts undertaken by
the late World Bank President Mr. Lewis T. Preston, I would like to welcome Mr. James D. Wolfensohn and extend my congratulations to him on
being appointed as President of the World Bank. I wish him success in fulfilling the responsibility of leading this major international institution.
Despite the rates of growth achieved by the global economy last year,
the notable growth in world trade, as well as the containment of inflation
rates by many industrial nations, there have been certain developments and
events which have had some adverse economic repercussions on developing countries. Notable in this respect is the Mexican crisis and its adverse
effects on financial markets, particularly in developing countries. Also notable are the dramatic changes in the rates of exchange of major world currencies on a scale unwarranted by economic indicators or economic realities in the industrial countries.
Such developments and events—particularly the fluctuations in the
exchange rates of major world currencies—would not have occurred had
the relevant countries whose currencies are involved shouldered their responsibility to maintain the stability of the values of their respective currencies. Certain countries should have taken appropriate measures to rectify the situation.
Such developments are sources of major concern for developing nations, making it incumbent on industrial countries to adopt more credible
policies that take into account the conditions prevailing in other countries—particularly the developing nations.
Undoubtedly, fluctuations in capital flows pose many risks, not only
to developing countries but to the entire international financial system, especially in the context of the globalization and integration of financial markets. Hence, it is incumbent upon the international community to stand
ready to help member countries that are faced with the problem of capital
flight caused by dramatic speculations on capital markets or by external
factors over which the relevant authorities have no control.
In this context, it is necessary to bolster and strengthen the IMF financial base through appropriate increases in quotas to enable the IMF to
extend timely assistance to member countries facing crises. Therefore, we
deem it necessary to advocate the need for expediting the Eleventh General Review of Quotas in order to ensure that developing countries have
reasonable quota increases proportionate to their financing needs.
In this respect, we repeat our call—and that of the developing countries—for a new allocation of SDRs to strengthen international reserves
and meet the financing needs of developing countries.
Certain industrial countries which opposed such a new allocation over
the past years should recognize and appreciate the need of developing
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countries for such reserves and, accordingly, cease opposing the wishes of
the majority of IMF member countries in this regard.
Undoubtedly, the conclusion of the Uruguay Round of trade negotiations and the establishment of the World Trade Organization (WTO) were
significant achievements early this year. More significant, however, is the
ability of the WTO to establish the mechanisms necessary to enable it to
play an important role in emphasizing respect for the principles of international trade and increased trade coupled with increased equitable market
access opportunities. This will contribute to strengthened growth opportunities for all member countries.
In this respect, we call once again on all industrial countries to eliminate—in compliance with the principles enshrined in the Uruguay
Round and WTO agreements—all forms of barriers imposed on the exports of developing countries, be they tariff or nontariff barriers or discriminatory treatment against certain countries. Moreover, we call upon
the international community to establish a mechanism for extending the
requisite funding to food-importing developing countries, which will be
affected adversely by the expected rise in prices of agricultural goods,
due to implementation of the Uruguay Round agreement, during the transition period.
The Libyan Arab people are making steadfast efforts to extricate
themselves from the cycle of backwardness and to build an advanced society. Our resources are being used to implement transformation and development programs through the establishment of agricultural, industrial, and
service projects. Recognizing the seriousness of the outlook for future
water resources, the Libyan Arab people have completed the first phase of
a major man-made river, while the second phase is slated for completion
next year, to carry about 6.5 million cubic meters of fresh water from the
southern to the northern region. Land reclamation efforts are currently
under way for approximately 200,000 hectares which are suitable for
perennial irrigation.
A ceremony was held this year in celebration of the distribution of
the first 1,000 farms, which will benefit from the water from this giant
project that will change the face of the Libyan landscape. Furthermore,
this project will create numerous job opportunities for Libyan citizens and
for nationals of neighboring and other countries and will meet the needs
of residents for agricultural and food products. Libya will continue its efforts to complete infrastructure projects in the fields of energy, transportation, housing, public utilities, health, and education. Investment in
manufacturing industries has witnessed an annual growth of 7.5 percent.
This year, the Libyan Jamahiriya entered the pharmaceutical industry
with the opening of the Al-Rabita pharmaceutical plant to produce numerous medicines with international trademarks to meet domestic market
needs and export surpluses.
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Even as the Libyan Arab people have been endeavoring to achieve
development objectives, they have been subjected to coercive measures
initially imposed by the United States in January 1986. Such measures
have involved an economic blockade, the freezing of Libyan funds at
American banks and their foreign branches, and imposing coercive restrictions requiring that payments for transactions to which Libya is a
party be made in dollars. These American measures violate not only the
spirit of the IMF agreement but also its explicit provisions, according to
which member nations may not impose restrictions on international payments and the normal flow of goods and services, particularly when the
currency of the country initiating such measures is an international reserve currency used in settling a large proportion of international exchanges and payments.
We have drawn to the attention of the authorities concerned, within
the IMF and its Executive Board, the necessity of opposing and condemning such behavior based on the spirit of the Bretton Woods Agreement, which prohibits member countries imposing restrictions on making
payments for current international transactions. If certain member countries proceed on the basis of Fund Decision No. 144 of 1952 and their interpretation of security restrictions to justify this policy, the delegation of
my country believes that Decision No. 144 of 1952 entails real problems
of interpretation and application and that the IMF should not accept restrictions that are not motivated by economic and financial considerations; otherwise, the member countries might resort to imposing sanctions
which would threaten the international payments system and jeopardize
the spirit of the Bretton Woods Agreement for political and private reasons. We call upon the IMF and its Executive Board to review Decision
No. 144 of 1952, and to put it in its proper perspective in terms of interpretation and application.
The Arab Libyan people—small in number but strong in their faith in
liberty, democracy, political independence, and adherence to the principles
of international justice and peace—continue to be exposed to all kinds of
pressures that threaten their lives and stability. The most recent example is
what came to be known as the Lockerbie crisis, which—through the pressure of some Western countries—led the United Nations Security Council
to impose coercive measures against the Jamahiriya involving a ban on airline flights to and from Libya, and a ban on exports of essential commodities to Libya, and other financial measures. Such measures have led to
many hardships, some of which are cited hereunder as examples:
Human Impact
• Inability to refer to foreign hospitals 13,500 patients requiring
medical care abroad and surgical interventions such as openheart

©International Monetary Fund. Not for Redistribution

MYANMAR

189

surgery, kidney transplants, retinopathy corrective surgery, brain
and nerve surgery, spinal rupture corrective surgery, and treatment
of serious burns and malignant tumors. As a result, most of the individuals involved died in difficult circumstances.
The death of about 685 infants due to delays in obtaining the necessary serums, vaccines, and prophylactic medicines.
Increased incidence of diabetes and mortality among diabetics due
to inadequate serums for timely treatment of patients.
Growing shortages in serums and vaccines for infants, which adversely affected all health programs related to immunization campaigns.
Economic Impact
Total losses resulting from the ban on airline flights amounted to
about $10,009,217,240 comprising losses incurred in the sectors of health,
social security, agriculture and animal resources, transportation, and industry as well as economy and trade.
Many countries, as well as international and regional organizations
and groups, have expressed opposition to coercive measures imposed on
the Jamahiriya; they still call for abolishing such measures and for resolving these issues through dialogue without recourse to blockades, asset
freezing, and other means of international terrorism, which are fraught
with catastrophes and disasters and which are an obstacle to development
in our country. These measures indeed reflect new means of terrorism supported by some Western countries. Hence, the international community,
particularly the Bretton Woods institutions, must endeavor to appreciate
the Libyan position and adopt a fair economic stance based on reason and
international law.

STATEMENT BY THE GOVERNOR OF THE BANK FOR
MYANMAR

Win Tin
It gives me great pleasure to be privileged to address the Fiftieth Annual Meetings of the Governors of the World Bank and the International
Monetary Fund. I wish to express my deep regret on the passing away of
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the former World Bank President, Mr. Lewis Preston. He will be long remembered for his dedicated services to the Bank.
I also wish to extend my congratulations and warm welcome to the new
President, Mr. James Wolfensohn, and wish him all success in the important
tasks ahead. I would like to join other Governors in welcoming Brunei
Darussalam as a new member of the Bretton Woods institutions.
I wish to begin with a brief look at the world economy, which indicates encouraging trends in many aspects. Real GDP has continued to rise
since 1991, with inflation on the decline; this trend is more pronounced in
the developing countries. Recently, the slowing pace of economic expansion in the industrial countries and possible overheating in a number of
developing countries may be observed. However, problems remain and
challenges need to be addressed. We are also reminded of the haunting
memory of the Mexican crisis, which rudely awoke us to the bitter lesson
of how investor sentiment can upset the expected benefits from financial
markets' liberalization.
Another lesson is the need for timely effective policy adjustments
before being forced into action by the market. We therefore endorse a
proactive role of the Bank and the Fund in surveillance and in assisting
and advising developing countries in the management of capital inflows.
Over the years, we have seen the revolving role of the Fund and the
Bank, to meet the demand for their services. Their financial involvements
have increased manifold with comparable benefits accruing to the recipient member countries. But, we are concerned over the prospect of a fall,
and the growing sentiments against, official development assistance
among donors.
We followed with keen interest how the Fund and Bank have taken
pains in attending to the needs of the countries in transition. We wholeheartedly endorse the Fund's idea that "it is vital that the international
community continue to support the transition process in those countries
that implement and persevere with appropriate stabilization and reform
policies." Although we appreciate this Fund's idea, we wish to remind
the international community that these countries faced different circumstances, and adapt their support with flexibility to enhance aid effectiveness. At the same time, we urge the donor governments to adopt a more
global view and take actions to increase official flows.
Let me now turn to the Myanmar economy. Myanmar has overcome
the stagnation and low growth in the aftermath of the 1988 disturbances and
is now on a steady growth path. The four-year plan from fiscal year 1993 to
fiscal year 1996 has been formulated and implemented to accelerate the rate
of economic development with the aim of building a new, modern, developed nation. In the first three years, growth rates of 9.7 percent, 5.9 percent,
and 6.8 percent, respectively, were realized, exceeding the projected growth
rates for these years.
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This economic progress is attributable to the reform measures undertaken. Decontrolling of prices, encouraging private sector development, allowing direct foreign investments, removing some of the restrictions on
foreign exchange transactions, improving and enhancing tax administration, and allowing farmers to cultivate crops of their choice are the salient
measures, among others.
Foreign investments surged, and at the end of August 1995, foreign investments approved amounted to $3 billion. Sector-wise, foreign investment in the oil and gas industry is the highest, followed by the hotel and
tourist industry. Major foreign investors in Myanmar as of August 1995,
are from the United Kingdom, France, Singapore, Thailand, Malaysia, the
United States, and Japan.
Myanmar is bending its efforts for the development of its forestry sector. Like others, we wish to give priority considerations to environmental
concerns and have therefore decided not to compromise our environmental status in the cause of seeking to further our forestry production. The
progress we have made so far has not, however, blunted our awareness of
the fact that much remains to be done. Like other countries in transition,
we have our problems too. We have recognized the recommendations highlighted by the Fund and have taken steps in all these areas.
In our efforts to establish national reconsolidation, priority has been
given to the development projects of the national races residing in the farflung border areas. Roads, bridges, schools, hospitals, and dispensaries
have been built. Communication facilities and information services, including television and electricity, have been provided. Basic needs of the local
national races have been fulfilled and their standard of living enhanced.
Over $300 million has already been spent for the border areas development
project. As a result of these substantial investments intended for long-term
benefits, together with other heavy expenditures for infrastructure developments, we have not yet been able to reduce the budget deficit to below the
desired 4 percent of GDP.
The past half-century has witnessed the impressive contribution that
the Fund and the Bank have made to the social and economic development
of their member countries. As we move into the next half-century, there is
bound to be a greater demand for their services, and we are confident that
the twin institutions will come up with an even better performance. What
these two institutions have managed to achieve so far, has rested much on
the cooperation of the member countries.
In looking ahead to meet the challenges of the future, the Fund and
the Bank will need to evolve according to the demands of a changing
world. In this task they shall need, above all else, the continued cooperation and support of their members. I would like to join other members in
pledging our cooperation and support for these two institutions in their task
ahead to forge a better world for all of us.
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STATEMENT BY THE GOVERNOR OF THE FUND FOR ISRAEL
Avraham B. Shochat

I am very pleased to be able to address this year's International Monetary Fund and World Bank Meetings. This Meeting gives me the chance
to explain the exciting changes occurring in Israel and in the Middle East.
Since the beginning of the 1990s, Israel has been dealing with three
main challenges. We have been reforming our economy to ensure growth
and employment. Israel has absorbed 700,000 new immigrants, mainly
from the Commonwealth of Independent States. And at the same time, we
have been working to end the Arab-Israeli conflict. Much more still needs
to be done. The region's economic development must be a high priority in
order to secure a lasting peace in the Middle East.
Peace Process
Only two weeks ago, here in Washington, the world witnessed the
largest meeting of Arab and Israeli leaders. Prime Minister Rabin and Chairman Arafat signed another historic agreement in the presence of President
Clinton, King Hussein of Jordan, President Mubarak of Egypt, Prime Minister Gonzales, and important representatives of the Arab world. I believe
this agreement signals a major step to ending the Arab-Israeli conflict as the
agreement deals with the heart of the conflict between Israel and the Palestinians. Another important step to peace was the peace treaty with Jordan,
and we have also been making every effort to make progress with both Syria
and Lebanon in order to create a new peaceful Middle East.
Israel plans to play its part in developing fully normalized relations with
the Palestinians and our Arab neighbors. To date, Israel has supplied the
Palestinians with nearly $200 million, as well as technical assistance. We realize that Israel has much to offer to the region. Our markets can be an important import destination for our neighbors'exports, our companies a major
source for regional investment, and our trade links with the United States and
Western Europe can help the region's markets gain access to these central
world economies.
At the same time, the region does not have the ability to solve all its
own problems. Regional conflicts are the main threat to international
peace. The key solution to many of these conflicts is economic cooperation
and mutual interest in regional development. The inhabitants of the region
must feel the economic benefits of peace. When this happens, the opponents of peace will lose their ability to destabilize the process.
I believe that this is the right forum to call on the donors to the Palestinians to stand by their commitments and to assist the region in its search for
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economic development. The United States, the European Union, and Japan
have already played important roles in the economic discussions. I call on the
international community to continue to expand its activities, especially with
regard to the Palestinians and in the creation of regional economic institutions.
I also want to take this chance to thank both the World Bank and the
IMF for all the help they have given the Palestinians in financial and technical assistance. Their role has been vital, and I hope they will continue to
play a key part in the region's development. This does not mean that the
region should not establish its own economic organizations; however, any
new institutions should not seek to copy the work of the World Bank or the
IMF. Instead, they should add to these efforts.
The Israeli Economy
The Israeli economy has continued to grow at an impressive rate. This
growth has allowed us to take risks for peace, and at the same time the
peace process has created the conditions to assist future economic growth.
We are liberalizing and deregulating our economy and have seen our population jump by nearly 20 percent in the last five years due to the absorption of 700,000 new immigrants.
The Israeli economy has been one of the fastest growing economies in
the world over the last five years. In 1994, our GDP grew by 6.5 percent, and
this year, we expect the economy to grow by another 6 percent. By 1996, our
per capita GDP will stand at $16,000. At the same time as experiencing great
growth, inflation has been reduced to under 10 percent, and unemployment
has fallen to below 6.5 percent from over 11.4 percent three years ago, even
though the labor supply has grown by 27 percent in the last five years. Exports have grown by nearly 30 percent since 1992, and in the first half of this
year, foreign direct investment in Israel passed $500 million.
Israel's economic success is due to far-reaching economic reforms and
a decrease in government involvement in the economy. The Government
has set about lowering the tax burden by nearly $3 billion, reducing tariffs,
and opening up important economic sectors to greater competition. In addition, we will have reduced the Government's budget deficit from over 6
percent to 2.5 percent by 1996. We have started major structural reforms.
These reforms include the introduction of competition in the telecommunications field, health care reform, reform of the pension system, liberalization of capital markets, and removal of nearly all currency controls.
Still, Israel faces important economic challenges. Israel has suffered in
the past from very high levels of inflation; therefore, we must watch carefully and make sure it never returns to the levels of the 1980s. Today, we
need to deal with our balance of payments deficit. This can be done by limiting the growth of government expenditure, encouraging export-oriented
growth, and finding cheaper sources of imports. Between 1995 and 1996,
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over $1 billion worth of budgetary cuts will have been introduced even
though we are entering an election year. Israel has been developing formal
trade ties with important new markets, and we are seeking to expand and
deepen our trade ties with all areas, especially North America and Asia.
Israel and Asia
In order to make Israel more competitive, Israel needs to integrate itself
into the global economy. In recent years, we have sought to do this through
involvement in global institutions, as well as through bilateral agreements.
Israel has much to offer new trade partners. We have a sophisticated
and dynamic high-tech sector. This sector has great experience in joint ventures, especially in the fields of agriculture, telecommunications, and medical equipment. The Israeli market is the third largest in the Middle East and
is the second largest importer in the region. We have unique market access
agreements with the major economic blocs and a skilled labor force that is
second to none. In turn, Israel is seeking to find cheaper sources of imports
for its economy. We feel that Asian economies can offer us both cheaper
products and high quality. To this end, we believe that government-to-government cooperation is essential to create the framework of strategic cooperation. The peace process has offered us new opportunities in this area.
Conclusion
Over the last five years, the international environment has changed
greatly, and we all need to adapt to an ever-changing world. The Middle
East is facing new and exciting challenges. The region is leaving behind its
history of war and death. We are entering an era based on peace and economic development. The potential for stability and economic advancement
is great. But we cannot ignore the remaining dangers and threats of extremists on all sides. The leaders of the region have made bold steps in the
right direction. The process cannot be reversed, but we still need your help.
The remaining problems and uncertainties are large, and we expect the
major economic blocs to plan an ever-greater role to help stability.
Israel is willing to play its part. Our economic achievements have
made the peace process possible, and so our continued economic success
is important to all. Israel in turn expects to receive the support our political actions deserve.
This region, rich in history and proud traditions, stands at the dawn of
a new era. Here at the junction of three continents, at the meeting place of
great cultures and religions, we can create a new center for prosperity and
cooperation. Before us, we have the chance to integrate the economies of
the Middle East into the mainstream of the global economy. For this, we
seek your support. Do not let this opportunity slip through our grasp.
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DISCUSSION OF POLICY AT
FIFTH JOINT SESSION1

STATEMENT BY THE GOVERNOR OF THE BANK FOR
THE MARSHALL ISLANDS
Ruben R. Tackhras
I am most pleased and honored to be able to address these Fiftieth
Annual Meetings of the Boards of Governors of the Bank and the Fund on
behalf of Pacific constituency members: the Federated States of Micronesia; Kiribati; the Marshall Islands; the Solomon Islands; Vanuatu; and
Western Samoa. First of all, on behalf of our constituency, I would like to
welcome Brunei Darussalam as the newest member of the Bank and the
Fund. I also would like to congratulate Mr. James Wolfensohn on his appointment as the new President of the World Bank Group and wish him
well in his challenging task.
We welcome the new initiatives taken by the World Bank and the
Fund to deal with the monetary, economic, and social challenges facing
the world economy today. We support the Fund's proposal to increase its
liquidity by doubling the quotas and urge the Executive Board to conclude
the Eleventh General Review at an early date. It is desirable, however, that
the quota increase be allocated equiproportionately to all members. While
the quota increase should be the main source of the Fund's resources, we
encourage the mobilization of supplementary resources through expanded
borrowing arrangements. We welcome the emerging consensus to convert
the enhanced structural adjustment facility (ESAF) into a permanent
arrangement and support the option of selling part of the Fund's gold holdings to finance the subsidies for ESAF lending in view of the decline in
the real level of aid.
We support the Fund's proposal to improve its surveillance activities by
obtaining reliable and timely data. However, we would like the Fund to take
note of the need for technical assistance in the case of many developing
countries, especially the small Pacific island countries which do not, at present, have the necessary capabilities to meet these reporting requirements.
Turning now to the World Bank, we welcome President Wolfensohn's
expression of his desire to lead the Bank in a new direction in an attempt
'October 12, 1995.
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to alleviate poverty, protect the environment, and promote greater social
justice. The role of the International Development Association (IDA) in
assisting the development of developing island economies and of the least
developed countries needs to be reemphasized. We therefore urge the
donor countries to conclude the IDA-11 Replenishment negotiations early
and to meet their commitments under IDA-10 on a timely basis.
We welcome the statement made by President Wolfensohn in his most
inspiring opening address Tuesday, about the need for protection of the
fragile environment of the Pacific islands. Our respective governments
have already taken some measures towards environmental conservation.
However, this is an area where further assistance should be provided by the
Bank.
Our economies are relatively small and are geographically isolated
from the main centers of world trade. This makes it extremely difficult for
us to be fully integrated into the world economy and to take full advantage
of the expansion of global trade. We recognize that, in order to obtain the
maximum benefit from the positive global developments that are taking
place now, we have to strive hard to enhance the productive utilization of
our limited resources and to create the necessary macroeconomic framework that would assist the efficient utilization of our resources. Our constituency members have taken note of the Fund and Bank advice on bringing about macroeconomic adjustment. They remain committed to
implementing these policies. However, our efforts will require additional
technical assistance in view of our limited capabilities to effectively implement reforms.
We support the strengthening of the private sector and we are committed to taking the necessary measures to create an environment conducive to the growth of this important sector. These include measures designed to promote both domestic and foreign investment.
This year's meeting of the Pacific Forum leaders mandated a careful
study of the implications on the future growth prospects of our region, of
the Uruguay Round, and the formation of the World Trade Organization as
well as the decision by the Asia Pacific Economic Cooperation (APEC)
Group to reduce tariffs. The study will also examine the actions that our respective countries should implement in order to take advantage of the benefits that would result from these important developments. Securing higher
returns on our fisheries and forestry resources is one of our prime concerns. In this respect, a draft regional code of conduct on logging has been
adopted. In the meantime, efforts are continuing on regional management
of fisheries, enhancing multilateral fisheries access arrangements, and developing a regional vessel-monitoring system.
A major constraint limiting economic development in our countries
continues to be the problem of sea and air transport. Intensive efforts are
under way, at both regional and subregional levels, to rationalize the use of
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resources and to improve the management and performance of the airline
industry to enhance its contribution towards national economic development and regional social needs. Similar efforts are being pursued in shipping and tourism.
We are conscious that our economic development rests upon our own
national efforts and regional cooperation. However, we recognize the fact
that our unique problems and development needs cannot be fully addressed
without the support of our development partners. However, we would be
very concerned if the level of assistance to the region were to decline
below its present level. We have noted the expedient response of the Fund
and the Bank to requests for assistance from other countries in our region.
Some of our member countries are yet to receive such assistance. It is important, therefore, for the Fund and the Bank to maintain their present levels of assistance to the region.
In this regard, I would like to take this opportunity to express the appreciation of our constituency members for the excellent support provided
by the Pacific Financial and Technical Assistance Center based in Fiji. We
understand that discussions are under way to provide additional support for
the center. We urge the donors to continue to support this important project.

STATEMENT BY THE GOVERNOR OF THE FUND FOR THE
ISLAMIC STATE OF AFGHANISTAN
Abdul Qader Fitrat

On behalf of my delegation and my country, I would like to wholeheartedly extend my deep appreciation and thanks to you, and through you,
to all World Bank and International Monetary Fund staff for giving me the
opportunity to speak on this occasion.
Likewise, I would like to join my fellow Governors in sincerely thanking you for the warm welcome and excellent arrangements made by the
World Bank and IMF staffs in honor of delegates attending the Fiftieth Annual Meetings of the World Bank and the International Monetary Fund in
the beautiful and historic city of Washington.
In a world divided into haves and have-nots—and in a world divided
into technologically advanced, prosperous, and wealthy nations, and
poverty-ridden, hungry, and poor nations, unaware of life's beauties, entertainments, and joys—some nations proud of their achievements not only
don't have the slightest sympathy, care, and sense of pity for their brethren
and fellow human beings, but also target them inhumanely with their iron
hands.
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A country like Afghanistan, which just recently undid the state of terror, killing, mass murdering, and devastation imposed by a great world
power, falls victim to another neighboring power, which once embraced it
in the path to self-determination, freedom, and democracy.
Since 1992, when the cold war finally ended with the collapse of the
communist regime in Afghanistan, there was a great sense of optimism that
the era of animosity and conflict would give way to a new era of understanding, friendship, and cooperation among our nations in the region. In the
light of this change it was perceived that the trade routes would be open for
all, that unfair restrictions on bilateral and multilateral trade would disappear
altogether, that the siege of cities and territories caused by the war—particularly the siege of Kabul city—would be eased or abandoned, that trade
would be expanded throughout the region, that high economic growth would
be achieved, and that equal participation of women would be ensured.
Unfortunately, none of these hopes and optimism were translated into
practical and sensible realities. Contrary to those ideals, the relations between our countries have turned sour as more barriers have been imposed
on bilateral trade, particularly after one of our neighbors withdrew all facilities on Afghan transit trade agreed upon in 1965. The siege of Kabul
city has been tightened; the role of women has been further marginalized
by closing girls'schools and colleges, and women have been banned from
workplaces outside their homes by a mysterious and fanatic group called
Taleban, supported by one of our neighboring countries. This group has ordered Afghan women to stay indoors and avoid working in offices and
teaching in schools or colleges in the territories controlled by them, particularly in Herat and Kandahar cities. Furthermore, because of the emergence of this group and other radical extremists, the southern and southwestern parts of our country have turned out to be used for opium
cultivation and other narcotics. All these events prove that war and conflict
bring nothing but disease, drugs, and disaster, which not only devastate the
warring elements, but also engulf the nations that one way or another are
involved in those conflicts.
Despite all these problems caused by foreign interference in our country, the Islamic State of Afghanistan is struggling hard to alleviate the pain
of our nation by introducing programs which, if implemented, will lead to
long-term stability, self-reliance, and economic growth. For instance, in
order to reduce the budget deficit gap, the Government has undertaken
drastic measures to reduce spending by eliminating extravagant expenditures in some institutions, privatizing government-owned subsidized companies, and cutting unnecessary government organizations.
Further, the Government has set up a commission to review the prevailing tax structures, find new ways of taxation, and increase taxes on a
number of luxury commodities. In addition, Usher and Zakah, which are
two broad types of Islamic taxes levied on agricultural commodities and
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livestock, will be introduced in areas controlled by the Government, taking
into consideration the people's sentiments and financial abilities. The Government also has a plan to retake control and ownership of minerals such
as lapis lazuli, emeralds, salt, coal, copper, and natural gas, which are currently utilized by local commanders and warlords. Of particular interest
are the new economic policies aimed at liberalizing the economy by easing the previously existing system of tough government control. As an example, the Government recently amended the country's investment law,
which allows 100 percent foreign investment and domestic private investment to compete with the public sector in the market. In the past, domestic private sector and foreign investors were supposed to invest only up to,
and not more than, 49 percent of the company's total share. Meanwhile,
the banking law, which previously did not allow private sector and foreign
banks to compete with local government banks, was amended in 1994 to
permit both to enter our markets.
If these measures are successfully implemented, the budget deficit
gap will narrow substantially, which in turn will result in a slowdown in
the current multi-digit rate of inflation in the country.
For more than one and a half decades, Afghanistan has not been able
to receive any aid from either the IMF or the World Bank. To me, it is astonishing that the world assisted us during the war, but abandoned us during the peace. The amount allocated to finance the war and destruction in
my country both by regional and international powers is far more than their
donations to reconstruct this war-ravaged nation. For the past couple of
years there has been an unexpected silence and neglect on the part of the
international community in general, the IMF, the World Bank, and other
multilateral financial institutions, in particular, regarding our country. This
neglect has caused insurmountable pain and difficulty for different segments of the population. Children are the most likely and vulnerable victims of this neglect by the international community. For many of our children, basic staple foods, clean drinking water, electricity, education, and
health care are just dreams.
The IMF and the World Bank have played a significant role in reconstruction and development around the world ever since they came into existence. We hope that Afghanistan, as a longtime member of the IMF and
the World Bank, will enjoy the required aid to reconstruct its economy.
Currently, the Government is working to restore electricity in Kabul city.
However, the complete destruction of two out of four substations in the
city has impeded the timely completion of the project, hence forcing the
innocent citizens of Kabul to live another cold winter without electricity.
In addition, the Government has started reconstruction of 210 factories in and around Kabul such as flour mills, textile mills, shoe factories,
and cold drinks factories. Rebuilding these factories will provide thousands of jobs both in the public and private sectors. Further, it will reduce
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the country's ever-increasing volume of imports, which is a step forward
towards self-reliance and improving the balance of payments deficit. However, the shortage of investment funds and equipment has made these objectives impossible to attain, at least in the short run.
As far as the telecommunications sector is concerned, ever since the
destruction of our telecommunications equipment by rocket fire in 1992,
there has been virtually no telecommunications system working in the
country. The telecommunications system between different cities, as well
as with the outside world, has been cut off, with the result that both private
and government business organizations, as well as the public, face tremendous hardships dealing with their routine business. Afghanistan possesses
a strategic location, stretching from the Islamic Republic of Iran in the
west to China in the east. It can be a desirable superhighway and the shortest land route for trade and commerce between South Asia and the newly
independent Central Asian Republics, Russia, and Eastern Europe. As a
matter of fact, reconstruction and improvement of our highways would ensure the smooth transport of goods and commodities across the region,
providing the opportunity for both the local and regional economies to
flourish.
These are some basic and fundamental infrastructural needs of our nation that we have been unable to achieve during the past one and a half
decades of devastating war. It would therefore be our desire to see a new
initiative by the IMF and the World Bank towards financing these projects,
and other new priorities put forward by our Government which will address the most urgent technological needs of our society in its journey towards needs fulfillment, gender equity, liberalization of the economy, and
economic prosperity.
To conclude, once again I would like to give my sincere appreciation
to both Mr. Wolfensohn and Mr. Camdessus for their excellent leadership,
and to all IMF and World Bank staff for their overwhelming cooperation
and support.

STATEMENT BY THE GOVERNOR OF THE FUND FOR ARMENIA
HrantA. Bagratian
The world has become accustomed to images of disaster and deprivation in Armenia. But while the world's attention has been diverted to conflict and blockade, earthquake and energy crises, the independent Republic of Armenia has been quietly recovering and developing into a modern
progressive economy.
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We have defeated inflation and restored economic growth, our exchange rate is stable, our government budget is under control, and our foreign exchange reserves are rising. Armenia is now an economy ripe with
opportunities for trade and for investment, ready to realize its considerable
potential to the fullest extent.
Armenia is at the crossroads between Europe and Central Asia, between the former Soviet Union and the Middle East. With our traditions of
education and enterprise, with our knowledge of the cultures and languages of our neighbors, we are poised to become a provider of high-tech
products and services from software to finance.
We are fully aware that we can only achieve these goals through
openness. We are undertaking a radical liberalization of our economy. Privatization is well under way, our trade regime is free of restrictions, our
currency is convertible. Our private sector is subject to minimal regulation
and our door is wide open to foreign investment. All this is taking place
in the context of political stability and continuity rare in our part of the
world.
The legacy of the Soviet Union has left us with massive capital needs
to rehabilitate and modernize our economy. We are facing up to the challenge of transforming the rigid and outmoded system we have inherited
into a dynamic and competitive one capable of responding to the changing
demands of the marketplace in the global economy.
We have begun to receive substantial financial and technical assistance from the international community to underpin this transformation
and have enjoyed a very productive relationship with multilateral and bilateral donors. The advice and funding we receive are playing a very critical role in the recovery and growth of our economy and integration of our
society to the world at large.
This aid will remain important for our economic development for a
few years to come. However, we see aid very much as a transitional phenomenon to help us to recover the living standards of our people and to improve our country's attractiveness to private capital.
We seek to accelerate investment in our economy and achieve higher
levels of growth. Meanwhile, we hope the international financial organizations would explore new instruments of assistance to the transition
economies, which would provide concessionary bridge finance during this
period of economic transition.
We are fully confident that the world will learn to see us as we see
ourselves and will see the enormous opportunities in investment in a region
rich with potential both natural and human. And Armenia will be at the
center of this recovery of the Caucasus region from collapse and conflict
and its emergence as a dynamic and interdependent regional economy. We
are reaching out to our neighbors to join in realizing this ambition, and I
invite you all to witness and participate in this phenomenon.
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STATEMENT BY THE GOVERNOR OF THE BANK FOR CROATIA
Bozo Prka

It is a great pleasure indeed to be able to address such a prominent
group of experts from all over the world.
New Challenges for International Financial Institutions
Today, international financial institutions are facing new challenges
and are thinking about new strategies in order to adapt themselves to the
new global environment and to increase all areas of their operations. The
Fiftieth Annual Meetings of the Bretton Woods institutions are not only a
time for celebration, but also a time to critically assess past achievements,
and possible mistakes, and boldly look ahead to the future.
In addition to my congratulations on this important anniversary, I
would like to congratulate Mr. James Wolfensohn on his appointment as
the new President of the World Bank and to wish him all the best in his new
position. The World Bank is trying to pursue more cost-effective, flexible
lending due to the changing needs of its members. Of course, its main activity, lending on the world capital markets and to its member countries,
has not changed. World Bank activities are far too large to be even mentioned in a short address. But, two points deserve special attention. First,
lending for education and health has tripled over the last three years. Croatia welcomes this change since we are fully aware of the long-term importance of these areas for the well-being of the population and for sustained
and sound economic growth. One cannot but recall the old Chinese saying:
If you think a year ahead, sow a seed;
If you think ten years ahead, plant a tree;
If you think a hundred years ahead, educate people.
The second point is lending for environmental protection. Though developing countries and, especially, very poor countries may tend to think
of the environment as a superior good, which one consumes only at high
levels of income, in our view, environmental protection is a wise, longterm orientation.
Finally, recent internal changes in the World Bank, especially orientation toward a leaner and more cost-effective organization (by introducing
techniques to control costs, removing layers of management structures,
and so on) should be particularly praised, as large organizations may have
the image associated with careless spending and bureaucratic inertia.
The International Monetary Fund faces new challenges as well. Its
general aim, which is to be prepared for the "crises of the twenty-first cen-
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tury," is a tremendous task indeed. In this connection, it intends to
strengthen its surveillance so as to prevent future crises and, if they occur,
be strengthened financially to intervene in a more efficient way. This basically means increasing its resources through the possible Eleventh General Review of Quotas and proposals for doubling the General Arrangements to Borrow. Globalization of the world financial markets and
sophistication of financial instruments (like the much talked about derivatives) point to the fact that crises in one country can very speedily spill
over to other countries as well. So, for a country, and especially for a
small open economy like Croatia, it is not enough to pursue "sound policies at home," but one has to watch world developments as well. In that
regard, Croatia especially welcomes the orientation toward greater transparency between member countries. We have always regarded this as an
important issue.
Six Years of Transition Experience and
What Lies Ahead
It can be stressed that, more than any other event, the fall of the Berlin
wall six years ago symbolized the beginning of the transformation of centrally planned economies to market-oriented ones. One lesson that we have
all learned is that transition is a multifaceted phenomenon that encompasses
not only fundamental economic changes, but complex structural, behavioral,
and institutional changes. And as we have seen from the experience of the
disintegration of all post-Versailles federations—the Soviet Union, Czechoslovakia, and Yugoslavia—the fall of socialism at the same time initiated the
process of nation-building as twenty-two new countries emerged.
The complexity of the transition process can be seen in a new branch
of economics—economics of transition—which has emerged and in an entirely new international financial institution, the European Bank for Reconstruction and Development (EBRD), which was created to deal with
the phenomenon. Even existing institutions created new facilities for transition (systemic transformation facility), proving that transition is a phenomenon without historical precedent.
But, after the appearance of numerous books on the subject, countless
conferences, and new journals, one can say that still no definite analytical
framework has been agreed upon. In spite of the lack of simple answers,
one common conclusion that can be drawn is that macroeconomic stabilization is crucial for the success of transition. Almost all countries started
transition with various degrees of macroeconomic imbalance. The first
years were marked with a tremendous fall in output never before experienced in modern history, high inflation, which sometimes turned to hyperinflation, and the collapse of external trade, especially in the former Council for Mutual Economic Assistance.
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Macroeconomic stabilization is a necessary but not sufficient condition for the success of transition. Countries must immediately embark on
microeconomic reforms, impose hard budget constraints, trim down or
close large loss makers, and start building sound finance.
One big lesson that can be learned from existing experience is that
transition is not a one time shot, not even a short-run effort, but a lengthy
battle, a marathon for which one needs to be well prepared both psychologically and physically. As transition has no alternative (but to go back to
the old system) on the way to a free-market economy, it is better to be
ready for it. It is true that formidable obstacles lie ahead. But, it is equally
true that those reforms will be rewarded in the future with the increased
well-being of the population within the global world economy.
The Croatian Economy and Its Relations
with the IMF and the World Bank
Croatia is a new, sovereign economy that gained monetary independence only four years ago, and it is essential to point out that monetary independence was a necessary precondition for warranted transformations in
the Croatian economy. Reforms, as in other transition economies, are
needed to speed up economic growth and promote prosperity. They are not
possible without a country: first, introducing its own currency; second, stabilizing the economy; and third, implementing financial reforms and microeconomic restructuring in the real sector.
Some of Croatia's problems are common to other transition
economies, and some are country-specific. A common feature is that it
is one of many countries that emerged after the disintegration of former
states. The Croatian transition process is marked by some very specific
features. First, its economy was more market oriented than that of other
former socialist and centrally planned economies. Second, disintegration was, unfortunately, linked to the war and the occupation of part of
Croatia's territory, which has created, among other things, a tremendous
supply shock by destroying production capacities, cutting main transportation lines, and seriously increasing the noncommercial risk for foreign investments in the country. Third, it achieved macroeconomic stabilization without any external support, but by relying on its own
resources.
Croatia embarked on a stabilization program in October 1993.
Today we can proudly say that we have a documented record of two
years of price stability, that is, negative inflation in 1994 (minus 3 percent) and expected inflation no higher than 2-4 percent in 1995. This fact
reflects a high degree of macroeconomic stability in the country. In the
meantime, international reserves have increased from zero at the moment
of monetary independence to almost $2 billion by end-September 1995.
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We consider the continuation of the lengthy and difficult process of
regulating external debt (complicated due to the disintegration of the former Yugoslavia) a big success as well. By mid-1995, Croatia's external
debt was about $3.6 billion (including interest in arrears, but without the
so-called unallocated debt of the former Yugoslavia to commercial banks).
This is not considered excessive as it represents less than 25 percent of its
GDP. By mid-1995, total arrears (principal and interest) were about $1.2
billion. Croatia is current on its debt-service payments to international financial institutions.
One should note that an agreement with Paris Club countries was
reached in March 1995, and bilateral agreements with member countries
of the Paris Club will be signed very soon. It is expected that an agreement
with the London Club commercial banks will be reached soon.
Croatia's relations with both the IMF and the World Bank can be labeled as very good. Croatia has both stand-by and systemic transformation
facility arrangements with the IMF, which means access to 75 percent of
quota until end-1995. It must be stressed that Croatia has benefited from
IMF technical assistance in the past. We have received knowledgeable recommendations from the Fiscal Affairs, Statistics, and Monetary and Exchange Affairs Departments during more than ten missions. Croatia has
benefited from educational facilities at the Fund, both in Washington,
D.C., at the IMF Institute, and in Austria at the Joint Vienna Institute.
Lately, Croatia has received loans from the World Bank as well. They
include the Emergency Reconstruction Loan in 1994 and Health Project
and Highway Sector Project loans approved by the World Bank Board at
the beginning of 1995. We have to mention the Istria Water Supply Loan
approved when Croatia was part of the former Yugoslavia. In addition, relations with the World Bank are expected to improve in the future, as we
will explain briefly.
What deserves special attention in the future road to a market economy? First, after price stability has been achieved, the main goal is to keep
inflation low. The inflation target for 1995 is 2-4 percent. To achieve this
range in the medium term, financial markets must be developed and microeconomic restructuring implemented. For the time being, there are not
enough securities outstanding to conduct open market operations, that is,
indirect monetary policy. It is expected that the Government will start issuing short-term securities quite soon. Macroeconomic stabilization is
needed in the long run. We highly regard the role of the Fund in helping us
to maintain a stable framework, and we will be commencing negotiations
with the Fund on further relations immediately, as the present program will
expire soon.
Second, the rehabilitation of banks is essential for further improvement
in monetary policy and the financial sector at large, as large banks are burdened with the consequences of previous bad loans. Since independence,
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the Croatian Government has recapitalized banks, that is, has undertaken a
so-called linear rehabilitation of the banking sector. By the end of 1994,
more than 40 percent of banks' total assets were claims on the central Government (public debt). Part of the remaining banks'assets will be classified
as nonperforming loans. Therefore, some banks are faced with severe liquidity and solvency problems. But, bank rehabilitation cannot be successful without the restructuring of large loss-making state-controlled enterprises. They must be streamlined and exposed to market rules. Croatia is
closely cooperating with the World Bank on a possible enterprise and finance sector adjustment loan. We expect cooperation in the public sector in
general (public sector adjustment loan) with an emphasis on the reform of
the pension and health systems. Numerous missions are exploring the possibility of agriculture assistance (agriculture sector adjustment loan) and assistance in other areas of the economy. Thus, Croatia is looking forward to
long-term cooperation with the World Bank on financial support for structural reforms and on its development path in general.
Third, further reforms, aimed at changing the behavior of the economy by imposing hard budget constraints (increasing financial discipline)
and optimizing resource allocation, are urgent. To achieve this goal, organizing an efficient payments system, which is necessary for good financial
intermediation, is a prerequisite. Rules for exit out of the market, or bankruptcy procedures, must be simplified and the process speeded up. In this
area we will have to rely on our determination and will to achieve the final
goal of sustained and sound growth. We are aware of possible mistakes, but
as has been said before: "The only people who never fail are those who
never try."

STATEMENT BY THE ALTERNATE GOVERNOR OF THE BANK AND
THE FUND FOR BRUNEI DARUSSALAM
Dato Ahmad Wally Skinner
Mr. Chairman, at this outset, I would like to congratulate you on your
assumption to the Chair of these Meetings. It is with great pleasure that I
also congratulate Mr. James Wolfensohn on his appointment as the President of the World Bank Group.
I am extremely privileged and honored to be here today on this auspicious occasion to address the Annual Meetings of the Boards of Governors
of the World Bank Group and the International Monetary Fund for the first
time. Just two days ago, Brunei Darussalam signed the Articles of Agreement and became a member of the Bretton Woods institutions.
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I take this opportunity to express my deepest appreciation to the
Chairman, the Managing Director of the Fund, the President of the Bank
and to fellow Governors for their warmest welcome extended to Brunei
Darussalam on the occasion of the admission as a member. I would also
like to thank members of the staff of the Fund and the Bank for their expeditious manner and professionalism to make this moment possible.
Brunei Darussalam is extremely happy to join the fold of the international financial community and looks forward to playing an active role in
fulfilling the primary objectives on which the Bretton Woods institutions
were established—objectives aimed at safeguarding financial stability and
providing a framework for economic cooperation that served to underpin a
remarkable period of growth and prosperity. We hope to work in close collaboration and to cooperate with members and the international financial
institutions to strive for sustainability, growth, and equity.
The Chairman's appraisal of the world economic outlook underlined
the need for prudent budgetary expenditure, to implement macroeconomic
and structural policies, and to adopt appropriate banking and financial regulations. Needless to say, it is imperative each country must individually
address its macroeconomic problems, analyze them, and introduce correct
and prudent fiscal and monetary policies to promote sustainable growth,
stability, and employment.
In this connection, I would like to say a few words about the economy
of Brunei Darussalam. The economy is heavily dependent on nonrenewable oil and gas resources. About 50 percent of the total workforce of about
90,000 are employed in the public service. The non-oil economy is driven
by government expenditure and capital investment in infrastructure essential amenities and social services. Population growth is approximately 2.8
percent per annum. It is a classical example of the "Dutch disease"
whereby the per capita income has reached a high threshold which itself
constrains the development of manufacturing industries.
Realizing the urgency to diversify the economy, the Government has
embarked on programs of economic diversification based on the productive
development of our other resources and utilization of our skilled human resources. To facilitate economic development investment in infrastructure,
roads were built, telecommunication lines were laid, education and health
services were provided, and the bureaucracy was restructured.
The expenditure for infrastructural development and the provision of
social services were totally based on domestic financing without resorting
to foreign borrowing. This is possible, much less because of abundant resources, but more due to prudent management of our monetary resources
through sound fiscal and monetary policies and careful budgetary control.
A balanced budget remains our main goal.
Surveillance over the international monetary system remains the core
attention of the Fund. Effectiveness of this surveillance depends very much
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on the willingness and capabilities to cooperate fully with staff of the
Fund. Quality, timely, and comprehensive data are essential for decision
making by both the individual country and the Fund. It is in this area that
Brunei Darussalam will be requesting the assistance from the staff of the
Fund to develop an effective functioning system of data collection. I am
encouraged that this assistance will be readily available.
Strengthening surveillance and the creation of an early warning mechanism will allow the Fund to respond quickly to avoid the destabilization of
the international monetary system. We can draw lessons from the Mexican
crisis.
The enhanced structural adjustment facility (ESAF) has proved useful
to assist poorer countries. Its continuation must be ensured and improvement to it is essential in order that the ESAF will effectively address the financial problems confronting poorer countries. However, the ESAF should
not be seen as the solution of the last resort. Problem countries must first
undertake to resolve their problems by themselves.
I draw encouragement from the statement by the President of the
World Bank Group at the opening ceremony. His call for a global partnership should be given serious consideration in order to meet changing conditions and new challenges. Brunei Darussalam supports changes that are
self-supporting as well as contributing to reduce general world poverty.

STATEMENT ON BEHALF OF THE GOVERNOR OF
THE BANK FOR AUSTRIA
Andreas Staribacher1
I would like to join others in welcoming the new President of the
World Bank, Mr. Wolfensohn, who has been confronted with an impressive
agenda right from the start last June.
Since we met last year in Madrid, the global economic development
has, by and large, continued on a positive path. In some major economies,
the cycle appears to be at a mature stage, and inflationary dangers do not appear to be imminent. In most Western European countries, economic activity started to pick up in late 1993. Today, although a slowing of the trend is
noticeable, I share the view that this slowdown does not yet warrant macroeconomic policy action to stimulate the economy. Policies need rather to be
Mr. Staribacher did not attend the Annual Meetings; Mr. Hans-Dietmar Schweisgut, Alternate Governor of the Bank and Mr. Harald Sita, Temporary Alternate Governor of the Bank
and the Fund, attended for Austria.
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geared towards ensuring low real interest rates, thus generating a virtuous
cycle of high investment activity and reduced pressures on public budgets.
Structural reforms remain essential to eliminate weaknesses in product and labor markets, welfare systems, and ensuing high public deficits,
and this applies not exclusively to developing or transition countries. It
must be remembered, of course, that the meaning of the term "structural
reforms" has acquired a dynamism of its own over the last years. In many
instances "structural reform" means that regulations should be adjusted
such that market flexibility is promoted. In others, those entitlements may
need to be abrogated. And lastly, it is sometimes used as a "weasel word,"
as my compatriot, the eminent economist Fritz Machlup has stated, meaning that politicians engage in unspecified "other" policies and call them
"structural," when the usual set of policies has proven to be ineffective.
While Western European growth is on a steady path, the countries in
transition have made considerable progress on their way towards market
economies. The most advanced ones—as different as their particular situation may be—already have access to international private capital markets,
a strong sign of normalization. Other countries in Eastern Europe still have
to see their reform attempts bear fruit, and some countries still have the
bulk of required reforms ahead of them.
A case apart is the area of the former Republic of Yugoslavia. While
Slovenia and, to a lesser extent, Croatia, are on their way towards market
economies, Serbia and Macedonia still have a long way to go. Especially
tragic is the case of Bosnia where the international community will be
called upon to help restore, after peace has finally arrived, the basic fabric
of society—beyond the material infrastructure. Austria is ready to join a
coordinated comprehensive international effort in this regard. Already in
the past years, the Austrian people have accepted a more than proportional
share in alleviating the most basic needs of thousands of refugees.
Developing countries outside of Europe can expect continued strong
growth rates of on average 6 percent in 1995/96. "Contagion" effects of the
Mexican crisis do not appear to have had any long-lasting consequences on
markets. It remains to be seen, however, if long-run confidence effects vis&-vis emerging markets might not become noticeable after all in due time.
Austria's GDP growth performance is expected to slow down a bit from
an annual rate of 2.4 percent in 1995 to 2.0 percent in 1996. Growth dampening factors are the effects of recent exchange rate shifts, and the demand
effects of a restrictive budgetary stance in most European countries in order
to comply with the Maastricht criteria. The Government remains committed
to a budget consolidation in accordance with a medium-term program to reduce the budget deficit below 3 percent of GDP in 1997. Growth enhancing
factors are high private investment and export expectations, especially towards Eastern Europe. Inflation will remain at a low level (2.3 percent in
1995, 2.2 percent in 1996), in line with other low-inflation countries of
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Europe. The unemployment rate will rise slightly to 4.7 percent in 1996, still
low by international standards.
At present, a source of some concern is the Austrian current account
balance, which has deteriorated significantly during the current year (the
deficit amounts to nearly 1.75 percent of GDP), but is expected to improve
during 1996. The main reason for this deterioration lies in a 50 percent decline in the traditional surplus in the tourism balance. However, falling interest rates, the recovery of the U.S. dollar, and increasing exports give reasonable hope that growth will persist despite budgetary pressures and
foreign trade problems.
Turning to multilateral issues, I would like to recall that Austria has
always supported the concept to equip the International Monetary Fund
with adequate financial resources and have the IMF financed in its normal
operations primarily through quotas. With this in mind, we favor a capital
increase in the framework of the ongoing general review of quotas.
However, the recent Mexican crisis has demonstrated the need for the
Fund to have access, in times of emergency, to financial means of extraordinary magnitude in addition to its normal resources. There are thus good
reasons for agreeing with some of the conclusions in the Halifax communique. The proposed General Arrangements to Borrow (GAB) enlargement
aims at bringing it to a volume more consistent with the changes in the
world economy since the instrument was originally established. The means
by which one should take into account the new realities of countries' financial strength and thus possibly their responsibility for risks in the
global system remain an open question.
As one of the potential candidates for participation in the GAB enlargement, Austria takes it for granted that all participants will be treated
according to the principle of equal rights and responsibilities and, in particular, that no distinction will be made with respect to new and old members. Unfortunately, certain provisions of the Group of Ten proposal seem
to go in the direction of an asymmetrical arrangement, implying tougher
rules and less voice for non-Group of Ten members in the decision-making process. These issues need further clarification, but we will also continue to study thoroughly the alternative proposal made by the Fund management for funding additional lines of credit, one of whose attractive
features is that it is equitable. At this point, we can only say that we are
open-minded, and will approach all options in a constructive manner.
Almost fifteen years after the debt crisis broke out, we are for the first
time confronted with a proposal for global debt treatment coming from the
World Bank. We welcome the initiative for a comprehensive concerted approach, since Austria always insisted on debt solutions involving all players,
and taking into account the reimbursement capacity of the debtor countries.
The timely servicing of debts, especially those to international financial institutions, is, in my view, the best possible strategy for a stable inte-
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gration into the world economy, even if this may imply sustained adjustment efforts over many years. Before making judgments on the merits or
entering into negotiations of innovative approaches, there are a number of
issues to be resolved and clarified. First and foremost, we will need further
clarification on the funding of new schemes, on their implications for other
flows of resources to the low-income countries, and on the prospects for
achieving sustained development in the countries which would benefit
from the scheme. We also need to clarify how a debt-reduction scheme
would affect the Bank's development mandate with respect to the countries
to which it would be applied.
This is particularly important against the background of budgetary constraints in many countries which should not lead to a weakening of the commitment to, and financial support for, multilateral institutions, in particular
the Bretton Woods organizations. In this context, we also urge the prompt
fulfillment of donors' commitments to IDA-10 as well as a truly significant
replenishment of IDA resources. In this regard, I cannot overemphasize the
importance of the multilateral character of IDA, which can only be protected
through fair burdensharing with respect to resource mobilization.

STATEMENT BY THE GOVERNOR OF THE BANK FOR TONGA
Kinikinilau Tutoatasi Fakafanua
I am honored to represent the Government of the Kingdom of Tonga at
the Joint Annual Meetings of the Bank and the Fund. I join my fellow Governors in expressing our appreciation to the Chairman, Mr. Paul Dossou; the
President of the World Bank, Mr. James D. Wolfensohn; the Managing Director of the Fund, Mr. Michel Camdessus; and the management and the
staff of both institutions for the excellent arrangements of this meeting.
I also join other Governors in expressing deep regret at the passing
away of the former World Bank President, Mr. Lewis Preston. I also take
this opportunity to extend a warm welcome to the new President, Mr.
James D. Wolfensohn.
I welcome the Bretton Woods institutions' reports, which forecast continued favorable global economic outlook. It is interesting to note that the
economic growth outlook for developing countries will continue to be strong
though it will vary across the regions.
I note with concern the move to decrease the total official development assistance, and the growing sentiments against official development
assistance among donor governments. While I recognize that all countries
face budget constraints, I urge donor governments to adopt a more global
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view and to support actions to increase official flows. In this regard, I welcome the initiative of the Development Committee to focus on its major
role in directing more official development assistance to developing countries. This is critical in a time when developing member countries are undergoing structural adjustment.
Turning specifically to World Bank matters, I support the continued
emphasis of the Bank in its prime objective to reduce poverty. This is reflected in its ongoing assistance toward the social sector, particularly with
the Bank's lending in support of education, health, and other social services.
With the International Development Association's (IDA) principal
goals of poverty reduction, growth, and environmental sustainability, I
share the concern regarding the IDA-10 funding situation over the shortfalls by the donor countries in meeting their commitments. I recognize the
heavy commitment individual donor countries have, however, I fully support the concern the Bank has regarding this shortfall.
I support the efforts of the Bank toward private sector development
through direct investment to the private sector and financing of infrastructure and urban development. In this regard, I thank the Bank for the continuing support provided to the South Pacific Island nations through the
South Pacific Project Facility. Having said that, I would like to caution that
the Bank must take into perspective the local conditions of developing
countries in their activities.
The Bank's effort to reduce the debt burden for severely indebted poor
countries is welcomed, in particular its provision of IDA credits, technical
assistance for debt management, and policy reform.
I welcome the formal relationship to be established between the Bretton Woods institutions and the World Trade Organization (WTO). This relationship could help in clarifying the impacts of WTO initiatives on developing countries.
On staffing matters, I wish to state my support for a more flexible approach, taking into account the analysis of demand and supply of skills
mix, staffing levels, and regional balance.
I recognize that environmentally sustainable economic development
is also important, but it should not be overemphasized at the expense of
other development priorities of developing member countries.
Let me now turn to specific Fund matters. I support the need by the
Fund for more resources to ensure that it meets its commitments in developing countries, particularly in the area of structural adjustment.
I welcome the initiative by the Fund to formally establish the enhanced structural adjustment facility (ESAF). This facility has supported
many structural adjustment programs in developing countries during its
pilot phase.
I appreciate the continuing technical assistance of the Fund to the Pacific Islands through the Pacific Financial Technical Assistance Center.
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The operations of the Center have certainly supplemented the needs of the
Pacific Island nations in financial management.
Turning to Tonga, membership in the Bank and the Fund has enhanced our developmental efforts. Tonga has enjoyed a relatively stable
economic growth over recent years. This has been achieved mainly
through deregulating the economy and development of the agriculture sector, particularly the exports of squash and vanilla. In order to sustain this
economic growth momentum, the Government continues to carry out necessary adjustment programs both at macro and micro levels. These include
public sector management reform, export diversification, infrastructure development, and proper regulatory framework for private sector development. Efforts will also be directed at developing potential areas such as
fisheries and tourism.
In conclusion, let me thank the World Bank Group and the Fund for
the assistance that has been extended to the member countries. This interest must be continued.

STATEMENT ON BEHALF OF THE GOVERNOR OF THE BANK
FOR PAPUA NEW GUINEA
Christopher Haiveta1
I regret that I am not able to be personally present in Washington, D.C.,
on the occasion of the 1995 Annual Meetings of the Governors of the World
Bank and the International Monetary Fund. I wish the meeting every success.
I wish to extend my compliments to both the Bank and the Fund for
the efficient manner in which the Meetings have always been organized.
My delegation extends our appreciation to the staff of the Bank and the
Fund for the predictable efficiency with which they continue to organize
these Annual Meetings.
We were saddened to hear of the passing of the late President Lewis
Preston in May this year and pay tribute to him for his contributions to enhancing the effectiveness of the Bank's contributions to development. We
would also like to take the opportunity to wish Mr. James Wolfensohn, our
new President, every success in the challenging tasks that lie ahead.
May I also extend a warm welcome to Brunei Darussalam, our newest
member of the Bank and the Fund. We also congratulate the Republic of
Korea on its graduation from borrower status to a financier in the Bank and
the IMF.
'Mr. Haiveta did not attend the Annual Meetings. Mr. Gerea Aopi served as Governor of
the Bank during the Meetings.
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In my first address to the Joint Meetings in Spain last year, I reported
that a peaceful, tranquil, and democratic change of Government occurred
in Papua New Guinea in August 1994.1 am further pleased to advise that
political stability has since been successfully maintained over the past
year, with the coalition Government continuing to enjoy a large majority
in the parliament. This coalition Government appears certain to lead the
present Government into the next elections due in mid-1997.
Over the past year, we have continued to make gradual but consistent
progress in resolving longstanding difficulties on Bougainville. In the final
quarter of 1994, a ceasefire came into effect and a peace conference was convened with support from a regional peacekeeping force. An interim Government has since been established for the province and many districts have
since returned to near normalcy. However, pockets of resistance and opposition still remain, and there have recently been renewed efforts at political resolution through the convening of negotiations of all interested parties in
Cairns, Australia. It is hoped that the initial Cairns talks will lead to a series
of followup negotiations and ultimately a political resolution of the conflict.
Attainment of real peace is of great significance for Papua New
Guinea's economic future. It will allow for reduced expenditures on defense and an increase in agricultural production from what was once our
most bounteous agricultural export region. The question of resumption of
gold and copper mining in the region is not of early priority and will take
longer to resolve, with a need to ensure that future solutions are socially
and politically sustainable.
Over the past year, developments in the international economy have
been generally favorable for Papua New Guinea. Long-term sustainable
growth with low inflation has been experienced in most of our key trading
partners, including Australia, the United States of America, Western Europe,
and most of Southeast Asia.
The one worrying spot in our region has been the stalled economic recovery in Japan. Setbacks in Japan have reduced demand for some of our
key commodities, especially timber, following the downturn in the Japanese property and building sectors. The Papua New Guinea Government
supports fiscal, monetary, and exchange measures being taken by the
Japanese authorities to stimulate their economy. Providing growth can reemerge in Japan in 1996, the outlook for the world economy over the next
year or two remains sound.
We appear to be at an unusual stage of the world economy where
things look to be rather rosy and where there is not too much to complain
about. These circumstances have resulted in sharp terms of trade improvements for Papua New Guinea through 1994, which have largely been sustained to date through 1995.
Improvements have come mainly through rises in our key commodity
export prices, including prices of copper, coffee, copra, cocoa and palm oil,
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and to a lesser extent, the prices of gold and petroleum, which have been
stable, though not spectacular. Our main recent price disappointment has
been with regard to log exports.
In Papua New Guinea, we have come to be very cautious with regard
to upturns in the commodity price cycle, which based on past history is the
time to save, and not to spend. The current high stage of the cycle is being
used as an opportunity to repay debts which most of the key commodity
groups accumulated in the early 1990s.
Savings from mining and petroleum windfalls are also being built up in
the Mineral Resources Stabilization Fund and through a sharp reduction in
debts of the Mineral Resources Development Corporation, which has accumulated very significant net worth over the past decade, and which now represents the Government's main vehicle for accumulating savings and wealth
from mining and petroleum activities for the benefit of future generations.
Following the emergence of fiscal and external strains in the economy
in the first half of 1994, significant reforms have been made to economic
policies over the course of the past year. These reforms have largely aimed
to correct past imbalances and to provide for a more stable and sustainable
macroeconomic climate in the immediate term, which can then be used as
a solid base for pursuing longer term social and economic reforms.
Papua New Guinea has a long record of pursuing stable and conservative economic policies, having achieved stable macroeconomic outcomes
in around sixteen of the twenty years which have elapsed since our independence. Our flirtation with more high-risk, expansionary policies over
the period 1992 to 1994 is now over. We have moved back to a more sustainable policy framework.
Unfortunately, while we are well schooled in finding the path to more
stable outcomes, as we all know there is a lot of pain to be suffered by
many people before arriving at the end of this path. This has certainly been
the case in Papua New Guinea in the past year, where the population has
been confronted by higher than normal inflation, government services have
had to be seriously curtailed, and urban wage-earners have experienced
substantial real declines in wage levels.
The main macroeconomic reforms which have been pursued over the
past year have included the following:
• first, the Papua New Guinea currency has been floated, without central bank intervention, and after consistently moving lower for most
of the year, the currency has in the past two months stabilized at levels against the U.S. dollar approximately 30 percent lower than a
year ago;
• second, monetary policy has been tightened through open market operations and by increases in the required minimum liquid assets ratio
to 32 percent. Recent 182-day treasury bill rates have approached
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20 percent, which are very high by Papua New Guinea historical
standards;
• third, public sector wages policy has been very tightly constrained
with increases in 1995 limited on average to 3 percent; and
• finally, the budget has been very greatly tightened on both revenue and
expenditure sides. The overall deficit, which averaged 5.3 percent of
GDP in the three years 1991 to 1993, was reduced to 2.8 percent of
GDP in 1994, and we are currently projecting a small surplus for 1995.
Over the medium term we propose to operate fiscal deficits approximately equivalent to 1-2 percent of GDP, with low levels of domestic
financing.

While the macroeconomic adjustments have been painful they are
now commencing to achieve the expected results.
Following stabilization of the currency over the past two months inflation is now expected to peak at around 15 percent in 1995 and to then gradually drop back to levels close to the major industrial countries from 1996.
Growth in the non-mining and petroleum sectors of the economy is
projected to contract by 1 percent in 1995 but to then resume its recent
trend of 4-5 percent growth over the medium term.
The external situation has now been stabilized, in part through a return to positive official flows for the first time in some years. Significant
overall surpluses are being projected on the external account for 1995 and
1996, which will assist to consolidate stabilization of the currency, and to
moderate inflation.
At the same time that macroeconomic reforms have been pursued,
longer term microeconomic and structural reforms are also being put in
place. These longer term reforms include:
• first, a reprioritization of government expenditure policy to allocate
additional resources to investment, especially in improving services
to priority areas of education, health, law and order, agricultural development, and physical infrastructure;
• second, a reinvigoration of attempts to improve management of our
natural nonrenewable resources sector to ensure maximum national
benefits are being obtained from our key resource commodities of
gold, petroleum, copper, and gas; and
• finally, taxation, tariff, industry policy, trade, and other market reforms are being pursued with the aim of making the economy more
efficient and more conducive to private investment, in the quest for
higher growth in production and employment.
Following this brief review of our economic developments, let me now
turn briefly to review our relations with the Fund and the Bank over the last
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year. To assist with our economic reform program, the International Monetary Fund approved a stand-by arrangement of SDR 71.5 million in July this
year. While this modest arrangement took a very long time to negotiate and
involves significant conditionality for modest amounts, Papua New Guinea
is nevertheless appreciative of the financial and technical support provided
by the Fund over the past year.
The World Bank has assisted Papua New Guinea to finance rehabilitation work following the Rabaul volcano eruption in 1994 by allowing the
pooling of various slow-disbursing loans into one rehabilitation loan of
$35 million. The Bank's rapid response on this loan has been appreciated.
A small economic recovery loan to assist in the pursuit of longer-term
social and economic reforms was also recently approved by the Bank following very extended discussions.
We have noted that at the same time as our Economic Recovery Loan
was being approved, the Bank's Country Assistance Strategy for Papua
New Guinea was also being endorsed by the Board. This strategy provides,
apart from other conditions, a specific provision for the withdrawal of the
Bank's financial assistance to Papua New Guinea in the event that agreed
policy reforms are not implemented. Papua New Guinea, given its consistent record of debt repayment finds this approach contradictory to ongoing
work in the Bank particularly with regard to multilateral debt problems of
the heavily indebted countries. While we are sympathetic to the problems
of the heavily indebted countries, we find it ironical that while special
treatment is being engineered to facilitate new lending to poor debtors, the
Bank is threatening to disengage itself from activities in countries who
make timely loan repayments and where political or policy views of the
country may from time to time be at variance with those of the Bank.
I believe that the recent decision by the Bank to establish an operational office in Port Moresby will go a long way in creating better understanding between the Government and the Bank. We look forward to the
upgrading of this office to full Residential Representative status.
On the Multilateral Investment Guarantee Agency's (MIGA) assistance to Papua New Guinea, we appreciate MLGA's Board of Directors'approval for the issuance of up to $50 million coverage for the major Lihir
gold project, which is set to commence construction in the final quarter of
this year.
We also look forward to the fmalization of outstanding arrangements
relating to a $13 million first investment by the International Finance Corporation (IFC) in a tuna canning operation in Papua New Guinea.
I thank you for this opportunity for Papua New Guinea to outline recent
economic developments and provide a frank assessment of its relationship
with the Fund and the Bank. For Papua New Guinea, the Bank and the Fund
will remain very important institutions and we are fully committed to continuing the close and frank working relationship in the years ahead.
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I again congratulate the organizers of the Meeting and compliment all
other Governors on their enlightening presentations. I trust that the sum of
all our contributions will eventually provide tangible benefits for the developing nations of the world.

STATEMENT BY THE GOVERNOR OF THE BANK FOR MALTA
John Dalli
It is indeed a privilege and an honor for me to address the Annual Meetings of the World Bank and the International Monetary Fund. I will immediately take this opportunity to express myjdeep sorrow at the passing away
of the former President, Mr. Lewis T. Preston, who gave such a valid contribution to the work of this institution. I feel sure that the Bank will continue
to go forward under the leadership of Mr. Preston's successor, Mr. James
Wolfensohn, whom I congratulate on his appointment and wish him all success in this challenging post. I would also like to join other countries in welcoming Brunei Darussalam to membership in the Bank and in the Fund.
The past year has been an eventful one with developments in the
world economy and the international financial markets showing both positive and negative features. The global economic situation has been generally positive and encouraging. Industrial economies have continued to recover steadily against a background of low inflation; the developing world
has also registered strong growth while there has been visible progress in
many of the economies in transition. This optimistic economic situation is
mainly attributable to the pursuance of sound macroeconomic stabilization
policies which have proved to be the most effective strategy to achieve
long-term economic growth.
Nevertheless, we should not overlook the fact that a number of serious problems still exist. A substantial number of less developed countries,
especially in sub-Saharan Africa, are still suffering from widespread
poverty, unsustainable external debt burdens and subdued levels of economic growth. This calls for urgent action to be taken. It is the responsibility of the international financial community to support structural and institutional reforms in these countries through adequate levels of resource
transfers and debt relief even though the latter course of action does not always attract broad support in international fora. This notwithstanding, we
welcome the initiatives taken by the Paris Club to ease the debt burden of
the poorest countries. We also observe with interest the proposal by the
World Bank to create the multilateral debt facility to pay principal and debt
service payments on multilateral loans to the least developed economies. It
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is hoped that an agreement on the setting up of this fund is reached among
all parties concerned for its speedy implementation. In this regard, priority
in the allocation of resources should be given to those countries which
have demonstrated the ability and commitment to use them effectively. The
implementation of basic social programs should be encouraged especially
if these contribute to the eradication of poverty.
Attention should also be given to the countries in transition where economic performance varies considerably, depending on the stage of economic
stabilization and restructuring achieved by these countries. The process of
structural reform must be pursued vigorously in order to consolidate the gains
which have been attained. Their integration in the global trade and financial
system is also of paramount importance. However, while it is observed that
the amount of capital inflows to these countries has increased substantially,
signaling investor confidence in their economic potential, it is essential that
foreign capital flows are also accompanied by growth in domestic savings
which ultimately will serve as the basis for long-term investment.
Other problems facing the world economy should not be overlooked.
In the past months, there were cases of interest rate and exchange rate
volatility among the major currencies and rapidly shifting sentiments in international capital markets. A case in point is the sudden and sharp reversal of capital flows to Mexico. In this instance, the IMF acted quickly and
effectively to support Mexico's strong adjustment program and to isolate
emerging markets from the resultant spillover effects. With few exceptions, capital inflows to developing countries were sustained at relatively
high levels, thanks to the action by the Fund.
On the one hand, the Mexican crisis demonstrated the firmness with
which international capital markets deal with policies which fail to mirror
economic realities. On the other hand, it showed how much more effective
it is to avoid rather than resolve a crisis. In this regard it is crucial for the
Bretton Woods institutions to have the necessary means to deal with any crisis that threatens to arise. For this purpose, the Fund, in particular, needs to
strengthen its surveillance over its member countries to ascertain itself that
sound fiscal and monetary policies are being pursued. In fact, the need to
strengthen the IMF surveillance function was an important issue discussed
last June at the Halifax summit of the Group of Seven industrial countries.
The mechanism for the prevention of crises requires a system
whereby early warning is given of any impending danger to the economic
system. In this regard, we support the declaration by the Group of Seven
nations urging the IMF to establish benchmarks for the timely publication
of key economic and financial data and to insist on full and timely reporting by member countries of standard sets of data.
In focusing on the activities of the World Bank over the last year, we
note with satisfaction that further progress has been achieved in the area of
human resources development. Human resources development is no doubt
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a vital element of economic and social development, particularly where effective primary services in education and health are concerned. Not only
has Bank lending for such development increased substantially, but it has
also been noted that the Bank has given increasing attention to safety nets
and social impact in the design of its economic reform programs. My
country, although not eligible for World Bank financial assistance, fully
supports the expansion of such lending programs.
In the field of private sector development, it is interesting to observe
that World Bank guarantees are now a part of the Bank's regular package
of support. This should enhance the attractiveness of projects in developing countries that require substantial amounts of private capital. Apart from
privatization, which remains a major focus of its assistance policy, the
Bank is providing support in other related areas, notably in the creation of
an attractive business environment. In this regard, it appears that the
Bank's support is also focused on the reform of public institutions and the
regimes that regulate product, capital, and labor markets.
This is certainly an approach which can contribute effectively to the
business environment in countries where, until a few years ago, economic
activity was dominated almost totally by the central government and public sector organizations. My country passed through this experience in the
early to mid-1980s but this trend has been decisively reversed in recent
years. The Government in Malta has continued to reduce the role of the
public sector in most activities that could easily be undertaken by the private sector. We have taken this policy a step further earlier this year with
the privatization of one of the major commercial banks.
We are, however, ensuring that before the privatization of a company
is undertaken, a study of the market environment in which that company
operates is conducted to ensure that the presence of market forces is guaranteed. To strengthen competition and the role of market forces, we have
liberalized to a large extent the product and labor market through the almost total removal of price controls and restrictive practices. We have enacted a Competition Act and are in the process of discussing a new Companies Act in parliament. Our efforts at reform have also been centered on
the public institutions themselves. These have come under close scrutiny
to ensure that the services they provide are efficient and at the least cost.
The civil service has been reorganized and its procedures reviewed to ensure as much as possible a high degree of transparency. All these reforms
are aimed at modernizing our economy, so that it will be in a position to
face international competition in an open environment.
We are convinced that long-term economic progress can only be
achieved if the policies we adopt encourage competition and the removal
of protective barriers. Trade controls have in fact been completely dismantled and customs tariffs have been reduced considerably. The ultimate
goal of our liberalization strategy is now the total removal of exchange
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controls. I am glad to say that Malta was one of those countries which last
year accepted the obligations of Article VIII of the IMF's Articles of
Agreement, thus undertaking to refrain from imposing restrictions on the
making of payments and transfers for current international transactions.
We intend accelerating the pace of financial liberalization in the coming
year by removing all ceilings on domestic interest rates. This will pave the
way for a further relaxation of controls on capital flows. Since the liberalization of capital account transactions can create exchange rate pressures through the effect of destabilizing speculative flows, we cannot but
agree with the Executive Board of the IMF that more attention should be
paid to capital account issues where IMF surveillance and technical assistance is concerned. We also favor the setting up of currency stabilization funds which make resources available to help counter short-term capital movements which may create difficulties when stabilization and
reform programs are being implemented. Such a facility will strengthen
the ability of a country to maintain the level of its exchange rate when this
comes under pressure as a result of capital account liberalization. We also
support the call made by the Group of Seven for an emergency financing
mechanism that would provide faster access to IMF arrangements with
strong conditionality and larger up-front disbursements in crisis situations
involving such outflows of capital.
With regard to some of the major IMF issues under discussion, I
would like to mention that the IMF's resources have been subjected to exceptionally heavy demands during the past year as the Fund acted swiftly
to provide assistance to a number of developing countries, most notably
Mexico, Algeria, and Argentina, as well as Russia, Ukraine, and other
economies in transition. This strain on resources highlights the importance of monitoring the IMF's liquidity position. We therefore welcome
the support extended by the Group of Seven nations in their Halifax summit communique for the provision of sufficient resources to allow the
Fund to meet its responsibilities. In particular, we note the request made
to the Group of Ten and other countries to develop financing arrangements with the objective of doubling the amount currently available under
the General Arrangements to Borrow in response to financial emergencies. We also hope that the Eleventh General Review of Quotas will be
completed as soon as possible to ensure that the IMF is adequately
funded. On the subject of SDRs, we note that the debate on whether a new
allocation should be selective or generalized has not yet been resolved.
We would like to reaffirm our view that, ideally, a consensus be reached
so that a generalized increase be allocated in addition to special allocations to those countries which have not benefited from previous issues of
SDRs.
I conclude by attesting that our country will continue to pursue fiscal
and monetary policies that ensure economic stability. We are happy to say
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that since becoming a member of the IMF in the late 1960s, we have never
sought recourse to the Fund's lending facilities. On the contrary, we have
always maintained a creditor position with the Fund and contributed in a
modest way to the Fund's ESAF facility. We have, however, taken advantage of the Fund's technical assistance, and so I would like to take this opportunity to express my gratitude to the Fund for the expert advice which
it has extended to our country time and again. I would also like to thank
the Directors and Alternates representing Malta on the Executive Boards
of both the Fund and the Bank for their kind cooperation throughout the
year. On our part, we will continue to do our utmost to support these institutions so that they will be able to achieve the goal of international
monetary stability and cooperation.

STATEMENT BY THE GOVERNOR OF THE FUND FOR
SRI LANKA
Gamini Lakshman Peiris
It is my privilege and pleasure to address you on behalf of the Government of Sri Lanka at this plenary session of the Fiftieth Annual Meetings of the Boards of Governors of the World Bank Group and the International Monetary Fund. There is little doubt that during the last fifty years
the IMF and the World Bank have played a significant role in safeguarding
the orderly functioning of the international monetary system and by promoting transfer of resources for equitable development worldwide. As an
independent nation for forty-seven years, Sri Lanka has been happy to be
a part of this international effort.
It is encouraging to note that the world economy is in much better
shape now than it has been for many years. The world economy has performed robustly in the recent past with significant recovery in industrial
countries, continuing strong growth in developing countries, and a turnaround in transition countries. We are happy that most Asian countries
have performed well despite adversities, and Sri Lanka is proud to have
been one of the pioneers in the field of economic liberalization.
Widespread acceptance of market-friendly policies, increasingly liberal trade policies, sound structural reforms and healthy international cooperation have been the cornerstones of this success. We must continue to
work for a more open trading environment in which the developing countries have ready access to the markets of the developed countries. In this
connection, it is heartening to note that by end-July 1995 as many as 105
countries have ratified the Uruguay Round and become members of the
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World Trade Organization (WTO). However, the prospects for international food prices are worrying. With the phasing out of national subsidies
to agriculture, prices are expected to rise; imposing severe pressures on net
food importing countries. Some understandings to tide over the problems
have to be reached.
However, we cannot be complacent about current prospects of the
world economy. There is persistent poverty and rampant unemployment
with widening income inequalities in many parts of the world. These constitute basic challenges that should demand urgent attention of the multilateral institutions. We have to ensure that the benefits of economic advancement reach all parts of the globe and all segments of society,
consistent with the political, economic, and social objectives of our countries. We do hope that the Bretton Woods twins stand up to this great challenge as they design their operational strategies over the coming years.
Meanwhile, in a fast-changing economic environment, the business of
international economic housekeeping has become ever more demanding.
This was demonstrated clearly by the recent events following the financial
crisis in Mexico. The sweeping deregulation of financial markets, the liberalization of capital movements, and the revolution in communications
technology has knitted the world economy ever more tightly. As a result,
market disturbances tend to travel quickly across the global economy. In
this environment, any major realignment of currencies can cause problems
for the developing countries. Consequently, the supervisory function of the
multilateral institutions has become ever more important. In the past, the
application of surveillance and conditionality to ensure good economic behavior had been mostly on the debtor countries. We are glad to note that
this is fast changing and the IMF surveillance is now being extended to encompass macroeconomic policies of all countries.
We welcome the continuing efforts on the part of Bretton Woods institutions to provide concessional resources to developing countries—in
the IMF through the continuation of the enhanced structural adjustment
facility (ESAF), and in the Bank through International Development Association (IDA) lending. However, we are disturbed by the recent tendencies to impose cutbacks in contributions to these important programs. We
urge the authorities in the surplus member countries to remain committed
to the cause of the needy members in the global community by supporting these programs, particularly to the current IDA-10 and the prospective
IDA-11.
Next, a word about adjustment programs. There is little disagreement
on the basic proposition that macroeconomic stabilization and structural
reforms are vital for promoting durable economic growth. At the same
time, we should be mindful to protect the most vulnerable sections of the
population, including women and children, and to safeguard the environment. In other words, meaningful macroeconomic adjustment has to be
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more people oriented. Otherwise, development might signify an empty
word to the majority of the world's people.
In 1994, there was a change of Government in our country after eighteen years. When the new Government took office under the leadership of
Her Excellency Chandrika Bandaranaike Kumaratunga, it gave high priority to a political agenda aimed at restoration of democracy, elimination of
harsh emergency laws, and promoting transparency of Government. At the
same time, it was fully committed to promoting rapid export-led economic
development based upon market-friendly economic policies as the only
means of amelioration of chronic unemployment. The Government was
also committed to protecting the vulnerable during periods of macroeconomic stabilization. Accordingly, the Government launched a well-targeted
consolidated single welfare program last month called the "Samurdhi"
or Prosperity Program, which seeks to alleviate poverty on a sustainable
basis.
Unfortunately, the conflict in the north and east of Sri Lanka during
the last decade or so has meant a heavy burden, preempting large resources which could have gone to improve living conditions. Although
confined to a small part of the country, the conflict was a serious downside risk to achieving rapid economic growth. Our new Government lost
no time in seeking a negotiated political settlement to provide an environment for all communities in our multiracial society to live in peace and
harmony—as they did for thousands of years before the conflict. This
process suffered a setback because dissidents reverted to violence, for reasons best known to them. The conduct of the dissidents in breaking the
negotiations was unreservedly condemned by the entire international
community.
The whole nation is tired of this conflict and we hope that the setback
will be temporary. We have now unfolded a set of proposals for the devolution of political power to regions with a view to eliciting political consensus for a resolution of the conflict. The peace package has been
strongly endorsed by the international community as fair and just, and is
now before the people, for their verdict. We are hopeful of an early breakthrough in ending the lingering conflict.
Sri Lanka has received generous support from the international community in the past, especially since she became the first country in the region to adopt open liberal economic policies eighteen years ago. Our new
administration has improved on these policies by restoring democratic
freedoms and by open transparent government. Support from Bretton
Woods institutions has helped catalyze assistance from other multilateral
and bilateral sources. This has kept debt service at manageable levels and
has made sustained economic reforms and progress possible. There is
strong interest shown by foreign direct investors in the infrastructure sector, which has been opened for private investment. Our privatization pro-
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grams are gathering momentum. But we are yet to realize the true potential of our economy. And the IMF and the World Bank can beneficially
complement Sri Lanka's efforts at catalyzing foreign investment.
In concluding, let us make this Fiftieth Annual Meetings a time for reflection—a time for renewed resolutions. Both institutions have demonstrated remarkable resilience to respond rapidly to changing circumstances
and resolving many a crisis. But crisis management should not detract
them from the visionary goals of their founding fathers. The mandate of
the Fund calls for rekindling of the cooperative spirit to ensure better economic performance around the world, particularly in the poorer regions.
For the Bank, the challenge is to help build up infrastructure as an incentive to promote private capital investment, which will ultimately promote
economic growth and reduce poverty. We look forward to a resolute dedication to the spirit of Bretton Woods.

STATEMENT BY THE GOVERNOR OF THE BANK AND THE FUND
FOR THE RUSSIAN FEDERATION
Anatoli Chubais
I welcome this opportunity to address you. In my brief statement, I
would like to touch on three issues: the state of the world economy, the
roles of the Fund and the Bank, and the state of Russia's economy.
State of the World Economy
We view the state of the world economy as generally quite favorable.
Most countries are pursuing responsible financial policies that ensure a
combination of sustainable economic growth and low rates of inflation.
The recent unwarranted fluctuations in exchange rates have been successfully rectified through the coordinated actions of the central banks managing the key reserve currencies. Clearly, the greatest possible advantage
should be taken of the favorable state of the world economy to resolutely
redress the accumulated fiscal and structural imbalances.
Most industrial countries continue to show potential for further sustainable growth. It would seem that the slight moderation of growth in the
countries of North America and Western Europe in the first half of this
year was temporary, and should not be viewed as a signal for loosening
financial policy. A number of industrial countries have succeeded in
achieving a measure of improvement in fiscal indicators: budget deficit
reductions, and a slowdown in the growth of public debt. Nonetheless,
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considerable additional efforts need to be made to overcome the accumulated imbalances. Pension reform is a pressing issue in most industrial
countries. The need for resolute action to increase flexibility in labor
markets is underscored by unemployment rates which remain high, especially in West European countries.
We have already grown accustomed to seeing high rates of economic
growth in those developing countries whose economies are marked by a
high degree of openness and integration in the world economy. It is gratifying that the number of such countries keeps growing, and that taken together, this group, which includes most East Asian and Latin American
countries, has already become a significant growth factor in the world
economy. It is also gratifying that the unfavorable effects of the financial
crisis in Mexico turned out to be of short duration and did not bring about
a substantial slowdown in growth in this group of countries as a whole.
Nonetheless, the experience of Mexico has shown yet again that a high
degree of openness in the economy makes particularly strict demands on
the quality of national financial policy. Those countries wishing to replicate the success of the most dynamic developing countries should ponder
this. In particular, the liberalization of capital account transactions definitely requires establishment of the necessary prerequisites, both macroeconomic and institutional.
It appears that the state of affairs in those developing countries whose
economies stagnated for many years has been gradually changing for the
better. I refer primarily to a number of countries in sub-Saharan Africa,
where we now observe an acceleration in economic growth. I trust that this
trend will continue.
I believe that this year will see a turnaround in many transition
economies. Virtually all of them have made conspicuous progress in overcoming inflation and, therefore, in providing an environment for the resumption of economic growth. Of course, it is still premature to speak of
a successful completion of reforms because there still exist a great number
of financial, structural, social, and other problems. It is important that the
resumption of economic growth should facilitate stepped-up efforts in
these countries to overcome the remaining imbalances.
The Roles of the Fund and the Bank
The accelerated globalization of capital markets has sharply reinforced the economic interdependence of all countries of the world, as evidenced by the financial crisis that occurred in Mexico. This particular factor serves as the point of departure for our assessment of the roles of the
Fund and the Bank and their policies.
It is our view that the key task of the Fund is to improve the effectiveness of its surveillance. In this regard, we wholeheartedly support the
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Fund's efforts to introduce stricter requirements for the provision of statistical information by its members. This approach is in keeping both with the
Fund's traditions and with the letter and spirit of its Articles of Agreement.
In our opinion, the Executive Board of the IMF is on the right track on this
issue. Of course, the willingness of the Fund itself to provide the necessary
technical assistance to national statistical services will be important, if
progress is to be made in this area.
We also support the Fund's efforts to develop standards to guide
members in the publication of statistical data. The set of statistical indicators proposed for regular publication seems to us reasonable and warranted. Of course, a restrained reaction to these proposals might be expected from those central banks which, in the past, pursued a policy of
caution in publishing data on the level of their foreign exchange reserves.
The experience of many countries, however, including Russia, demonstrates that it is a dangerous misconception to believe that stability may be
maintained in the currency markets by concealing data on the levels of foreign exchange reserves. On the contrary, the lack of accurate information
serves only to make market participants more nervous and to heighten the
risk of a panic.
Strengthening the Fund's surveillance should help prevent new financial crises. Nonetheless, in the event that such crises do develop, the possibility of the Fund's participating financially in surmounting them cannot
be ruled out. This is why we support the development of an emergency financing mechanism for the Fund, toward which, to my knowledge, substantial progress has already been made. Of course, such financing should
be provided only if strict financial policy conditions are met in the countries concerned.
With regard to the Fund's possible financial participation in surmounting new financial crises, we support the concept of increasing its
capital under the Eleventh Review of Quotas. Our preference, both with a
view to the most speedy resolution of this issue, and in light of discussions
already held by the Executive Board, is for the version of increasing quotas on a proportional basis. As far as the size of the capital increase is concerned, we are prepared to show flexibility in order to achieve the necessary consensus.
As I move on to our assessment of the World Bank's role, I would
first of all like to say that we deeply mourn the loss of President Lewis
Preston, who did much for the reorganization and reorientation of the
Bank's activities.
Certainly, the policy of reorganization and reorientation of the Bank's
activities must continue, and we support the efforts of the new management
of the Bank in this area. In particular, we welcome the reorientation of the
Bank's activities with a view to resolving global social problems, especially
as regards the elimination of poverty and environmental conservation. The
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main guidelines for such actions have been set forth in the Social summit
documents, although much work lies ahead here on the refinement of
approaches.
Support for private sector development is another important aspect of
the reorientation of the Bank's activities. Some progress has already been
made here. In this regard, we view favorably the operations of the International Finance Corporation in Russia. Nonetheless, further efforts are
necessary in this matter.
Finally, we should mention the need to strengthen coordination of the
Fund's and the Bank's activities. We know that the management of the Fund
and the Bank consider this issue very important, and we welcome their efforts. Successful coordination of the Fund's and the Bank's activities is exemplified by their joint participation in the development of the Government
of Russia's medium-term economic program, which we expect to complete
shortly.
The State of Russia's Economy
In conclusion, I would like to say a few words about the state of Russia's economy. This year, the Government of Russia has been implementing an economic program aimed at accomplishing financial stabilization and providing an environment for the resumption of economic
growth. The main objectives of the program are to sharply reduce the federal budget deficit, lower the inflation rate, increase official foreign exchange reserves, and stabilize the exchange rate of the ruble. We believe
that fulfillment of this program will foster greater investment activity in
Russia.
I must say that, in the main, the targets set have been met thus far. In
the first nine months of this year, the federal budget deficit came to about
3 percent of GDP, compared with 10 percent of GDP last year. The
monthly rate of inflation declined, over the same period, from 18 percent
in January to approximately 4 percent in September. The volume of official foreign exchange reserves has more than doubled since the beginning
of the year. The introduction of a band for exchange rate fluctuations has
made it possible to ensure relative stability for the ruble.
At the same time, the decline in output has slowed, and economic
growth has resumed in certain industries, primarily export-oriented ones.
The overall decline in GDP over the first nine months came to 4 percent,
compared with 16 percent last year. Next year, we expect economic growth
to be registered in Russia for the first time since the beginning of economic
reforms.
Unfortunately, the rate of inflation has dropped rather more slowly
than we expected. This is due primarily to the growth of base money
being substantially greater than expected. The Central Bank of Russia has
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pursued a tight monetary policy, and the growth of the net domestic assets
in the first half of the year came to 12 percent, or about 2 percent a month.
Nonetheless, as early as spring we encountered a sharp increase in capital inflows to Russia, which complicated the conduct of monetary policy
considerably. As a result, net international reserves grew beyond projections, and the growth of base money in the first half of the year came to
52 percent.
The Government and the Central Bank of Russia made the necessary
adjustments to the program at midyear. Introduction of the exchange rate
band made it possible to slow the growth of base money, which fell to 5
percent in July and August; according to preliminary data, it was as low as
2 percent in September. At the same time, the Government undertook a
number of measures to strengthen fiscal discipline and increase federal
budget revenues through, among other things, a one-time repeal of all
forms of previously granted tax exemptions. We believe that the rate of inflation will fall very soon as a result of these measures.
We also believe that the implementation of our privatization program
will be stepped up decisively in the very near future. The Government of
Russia has devoted great effort to establishing the stock market infrastructures, both legal and institutional, which are necessary to sell the
blocks of shares still owned by the state. Such work has now been mostly
completed.
The Government of Russia firmly intends to carry out this year's economic program in full, and is already working on a medium-term economic program.

STATEMENT BY THE GOVERNOR OF THE BANK FOR
CAMBODIA
Keat Chhon
I deem it a great honor and privilege to represent the Kingdom of
Cambodia at this august assembly of top-level macroeconomic policymakers of the world community. My delegation brings to you all the warm
greetings and good wishes of the people and the Royal Government of
Cambodia.
As is widely known, after two decades of war and international isolation and neglect, Cambodia is now at the beginning of its fresh lease on
life. We are beset by many daunting tasks and challenges in our earnest
endeavors to rehabilitate our war-torn economy, rebuild our political, economic, and social institutions from scratch, and rapidly usher in an era of
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peace, prosperity, and growth for our people. In rebuilding our nation,
which has one of the lowest per capita incomes in the world, multifarious
initiatives are to be launched all at the same time; everything needs to be
fast-forwarded to make up for the lost decades. We are grateful for the international attention, advice, and financial and technical assistance to help
us in our efforts. But we know that it is the clear vision, patriotic dedication, perseverance, and hard work on the part of all Cambodians which
will determine our success. We want to assure the world community that
we have this forward-looking vision, resolve, and discipline to overcome
all odds and proceed steadfastly to reach our goals. This is the legacy we
owe to our posterity.
In choosing our path to progress, we have decided to follow some
basic unalterable tenets. We are determined to follow a people-centered,
participatory approach in full consultation with relevant groups in the civil
society. We will ensure that nation building uses people's creativity, ingenuity, and innovation through a market-oriented approach, where each individual has the opportunity to realize his or her full potential and contribute to national progress. The goal is to achieve sustainable social and
economic progress in the shortest possible time with an accent on poverty
alleviation.
Our overall vision for the future is articulated in the National Program
to Rehabilitate and Develop Cambodia (NPRD), prepared in 1994 and updated this year. Rowing from it, we are preparing a five-year perspective
and a three-year rolling public investment program which will be presented to the first Consultative Group meeting to be held next year. To effectively realize the vision of the NPRD, the Royal Government is implementing strategies in seven specific operational fields: (1) to ensure overall
security and political and social stability; (2) to re-establish the rule of law
in which the Government will be the manager of development and will
function in close partnership with the private sector. In this regard, the public sector is being reformed to enable it to fulfill its designated role; (3) to
bring about economic stabilization and reform; (4) to develop human resources, including health and education; (5) to rehabilitate and construct
physical infrastructure and facilities; (6) to integrate Cambodia into the regional and world economy; and (7) to achieve rural development, with an
accent on optimization of natural resources and environment management,
including the unique Tonle Sap Lake.
In spite of the many handicaps with which we commenced our work,
we have achieved much in the past two years. With technical and financial
help from the international community, and national determination and
discipline on our part, we have achieved a measure of macroeconomic stability. Inflation has been reined in and is under control. The national currency is stable vis-a-vis its external counterparts. National GDP has begun
to grow and is slated for a steady 7 percent increase annually, towards dou-
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bling itself in less than a decade. Revenues have grown steadily. Although
some parts of the country are beset by intermittent incursions by outlawed
elements, calling for constant vigilance, the security situation has improved, thereby reducing expenditure on this account. The legal framework and an enabling environment are being built. Infrastructure is being
rapidly upgraded, and rural development efforts are under way. All these
have increased investor confidence, as manifested in large foreign direct
investment interest in various fields.
The documents prepared by the Royal Government as well as the
Bank and the Fund will give you more detailed information on our situation and our future goals and prospects. I wished only to present to you
the broad picture, to emphasize the enormity of the tasks and to renew our
commitment to achieve our goals. We owe a great deal to the international
community for our success so far and in the future. As you know, in close
collaboration with the IMF, the World Bank, and the Asian Development
Bank (AsDB), the Royal Government of Cambodia has formulated its
medium-term macroeconomic program as outlined in the policy framework paper. We are convinced that these measures are necessary for establishing a firm foundation for our future. We have taken several difficult
steps to strictly adhere to the stipulations in these agreements, and we are
fully committed to pursuing this path.
Coming from one of the world's poorest countries, which is emerging proudly and with determination from its two decades of tragic past, I
would like to make three special appeals to this high-level body and,
through it, to the international community at large. First, even while
world concern and daily headlines are focused on conflict-containing operations in various parts of the globe, it is extremely important that priority attention continues to be paid and that adequate funds, both through
grants and concessional loans, are allocated to assisting poorer countries
to develop rapidly. It is not a mere slogan that "development is the best
antidote to conflict and is the underwriter of security and stability."
Therefore, my first plea is to ensure full allocation and commitment to the
International Development Association (IDA) and other mechanisms of
concessional credit and grants. Second, countries like ours at the lower
end of the economic ladder need special nurturing. The international
community, including the Bank and the Fund, therefore need to apply
special terms to their assistance to us so that we are able to lay firm foundations without unduly overburdening our future generations with debt. I
would therefore urge that more funds be made available on grant terms,
especially for capacity-building efforts through either trust funds or other
mechanisms or through the creation of special windows. Last, but by no
means least, I would appeal for maximum resources to be allocated under
these two windows for prioritized assistance to the neediest countries,
such as Cambodia.

©International Monetary Fund. Not for Redistribution

232

SUMMARY PROCEEDINGS, 1995

Finally, the Royal Government of Cambodia welcomes Brunei Darussalam to the membership of these organizations.

STATEMENT BY THE GOVERNOR OF THE BANK FOR TURKEY
Ayfer Yilmaz
I will focus my remarks on the world economic outlook, on countries'
implementation of the Fund's policy advice, and on the review of the Development Committee meeting.
The present outlook for the world economy is good. The industrial
countries are performing well. Many of the developing countries have
overcome the problems of the 1980s, and have begun to experience growth
of output and investment. The transition economies whose reforms have
been vigorous and successful have also begun to grow, although others
whose reform process has been less consistent are stagnating.
The turnaround achieved by the debt-ridden developing countries since
the 1980s involved accelerated structural reforms and stabilization. The improvement in their situation has been accompanied by increased integration
of their economies into the world financial system, with effects that are
mostly beneficial. The financial markets are now watching the soundness of
countries'policies much more closely, and can react more swiftly to any inconsistencies, and policymakers now have less room to make mistakes. The
growing integration of the global market also increases the speed with which
shocks to one part of the system can spread to other countries which are not
involved in the conditions which caused the crisis.
During last spring's meetings in Washington, we therefore stressed the
need to give more continuity to the surveillance process and more frankness
to the Fund's policy advice, and how important it is for countries to provide
timely and comprehensive economic data to the Fund and even to the public.
We welcome the recent appreciation of the U.S. dollar and depreciations of the Japanese yen and the deutsche mark, which should improve
prospects for the continuation of noninflationary growth. Indeed, exchange
rate policies now merit particular attention from the Fund. The globalization of the financial markets has changed the parameters of the international monetary system, and the Fund and its members need to adopt themselves to this new environment. It is now time to translate these agreed
general principles into operational guidelines to help improve the Fund's
surveillance. I join my colleagues in welcoming the conclusions of the
Halifax summit and the first monthly review of policy actions taken in response to the Madrid Declaration.
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The integration of the emerging markets into the global capital markets has been accompanied by an acceleration of capital inflows into those
countries, bringing both benefits and problems. Mexico's experience
shows how quickly such inflows can reverse to become outflows, causing
serious economic disruption.
Strengthened surveillance will help avoid such emergencies but should
be accompanied by a mechanism for rapid and temporary balance of payment support, with appropriate conditionality, in case they occur. Fund interventions may also be needed to avert spillover effects and soften the effects of market failures, for example overreactions caused by defective
information. The radical adaptation required to meet these new challenges is
shown by the number of topics on the Interim Committee's agenda: the
Eleventh General Review of Quotas, the emergency financing mechanism,
the currency stabilization fund, the SDR equity issues, and the review of the
SDR's role. Indeed, the Fund's financing is more important than ever.
New initiatives such as the emergency financing mechanism, giving
faster access to Fund resources with strong conditionality and front-loaded
disbursements in crisis situations, and the currency stabilization fund approach to exchange rate problems, will require us to look at the whole
range of available financing options, including an increase of quotas.
While we strongly believe the Fund must remain a quota-based institution,
we also support exploring the possibility of expanding the General
Arrangements to Borrow (GAB), but insist that any enlargement of the
GAB should not be regarded as a substitute for an increase under the
Eleventh Quota Review.
In addition, the poorest countries continue to need financial support
on concessional terms to avoid debt-servicing problems. The ESAF facility provides an appropriate blend of structural conditionality and concessionality. I therefore agree that we should explore ways of continuing this
support after the resources under the current ESAF extension have been
fully committed.
We also need to seek ways of ensuring the best use of the present resources of the World Bank and other multilateral development banks. We
have expressed concern during Development Committee meetings about
the expected decline in official development assistance, and urged strong
support of the International Development Association and the special program of assistance for Africa. We welcome the Copenhagen social summit's focus on the role of public expenditures in achieving the goal of
poverty reduction.
We also support the new format for future Development Committee
meetings which will focus more on issues of Bank policy and other matters
of broad significance for development. The present Annual Meeting
promises to open new avenues for a much broader collaborative effort within
the international community to ensure the smooth and rapid functioning of
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the international financial markets and make them more resistant and resilient in the face of the challenges of the new century.
Turning now to the Turkish economy, it is a pleasure to report that on
the whole, the results of our 1995 program have lived up to expectations.
While inflation has not declined as rapidly as we would have liked, it has
nonetheless begun a downward trend. Favorable expectations about inflation and the success of our program are already reflected in the Treasury's
ability to borrow significant amounts at declining real and nominal interest rates and longer maturities.
Exports have grown strongly and were about 30 percent higher in the
first six months of 1995 compared with the same period in 1994. While output was recovering faster than expected, however, imports also increased,
and were 42.7 percent higher in the first six months of 1995 than during the
same period in 1994. These trends during the first half of 1995 resulted in
a trade deficit of $4.9 billion, about $1.7 billion higher than program projections. The balance of payments projection has therefore been revised to
predict a small deficit on the order of $300 million instead of the previously
expected surplus of $1.2 billion. This picture appears to us consistent with
ongoing economic recovery and rebuilding of inventories.
Foreign direct investment remains important for Turkey. The Turkish
Government encourages foreign direct investment and has made great
strides toward improving the investment climate during the last decade.
The conclusion of the Customs Union and the establishment of confidence
in the environment is expected to increase foreign investment flows.
Given the particularly difficult economic situation prevailing when
the stabilization program was adopted in April 1994, Turkey has made
good progress. The most important lesson of the stabilization program is
that its success is our own success: we have earned it.
The adjustment program received the full support of the IMF in the
form of a stand-by arrangement. When the Executive Board of the IMF approved the program targets for 1995, this arrangement was extended by six
months until February 1996 with an accompanying increase in access of
SDR 101.2 million. The implementation of financial policies has so far
been consistent with program targets. All performance criteria for endMarch and end-June have been met with considerable margins. On September 18, 1995, the third review of the stand-by arrangement was approved by the Executive Board and the fifth tranche, amounting to SDR 75
million, was released.
In addition, the steps taken to comply with Turkey's commitment to
completion of the Customs Union and to conform to the provisions of the
Uruguay Round Final Act are certain to increase trade, improve Turkey's
access to various markets, and thus help build confidence.
Despite the gains I have just noted, however, the stabilization program
has not yet translated into restored market confidence, mainly due to set-

©International Monetary Fund. Not for Redistribution

LAO PEOPLE'S DEMOCRATIC REPUBLIC

235

backs in carrying out needed structural reforms. Privatization will be the
key to reshaping the economy. Progress in this area will rebuild policy
credibility by promoting real changes in the structure of the economy.
Let me finish by reiterating Turkey's commitment to becoming an active partner in the global economic and political system. While meeting the
conditions which have been set in the international arena will undoubtedly
be difficult, we do not consider these difficulties insurmountable.

STATEMENT BY THE GOVERNOR OF THE BANK FOR
THE LAO PEOPLE'S DEMOCRATIC REPUBLIC
Xaysomphone Phomvihane
First, the delegation of the Lao People's Democratic Republic would
like to express its sincere condolences for the passing away of Mr. Lewis
Preston, former President of the World Bank Group.
Our delegation is pleased and very honored to participate in the Fiftieth Annual Meetings of the World Bank Group and the International Monetary Fund, especially myself, recently appointed Minister of Finance and
Governor of the Bank for the Lao PDR, as I attend the Meetings for the
first time.
On behalf of the Government of the Lao People's Democratic Republic, we wish to welcome the new President, Mr. James Wolfensohn. We
also convey our warm greetings to the Chair of these Meetings and to the
management of the World Bank Group, the Managing Director of the
Fund, and to the Governors and delegates of all member countries. We join
our fellow Governors in welcoming the new member of the two institutions. On this occasion, we also would like to thank the host country for its
warm hospitality.
Overall, the global economic growth carried on in 1995, especially in
the developing countries such as those of the East Asia region. But growth
in industrial countries was sustained at a lower pace than the forecasts. The
uneven growth among regions is partially due to the foreign exchange
volatility that caused a deterioration of the balance of payments and affected the weight of the debt either because of the depreciation of the dollar or the strengthening of the yen.
Besides the economic growth in some regions, poverty and natural
calamity are still tremendous obstacles to development. Among others, our
country is affected by natural calamities, which affect negatively the living
conditions and the assets of our people, as our growth rate is highly susceptible to the fluctuations of our agricultural sector. To face these problems,
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more external funds are needed not only to sustain economic development
but also to maintain equitable social development and to spur the preservation of the environment. Therefore, the Government of the Lao People's Democratic Republic, as a member of the World Bank, requests all donors and
member countries to continue their contributions to the Tenth Replenishment of IDA to reach the total approved amount, as well as that of IDA-11.
We also support the Bank's strategic priorities, particularly on poverty alleviation, human resource development, use of natural resources, and environmental sustainability.
The socioeconomic development policies of our Government allow all
economic sectors to participate in development. Special attention is given to
strengthening the role of the private sector and to increasing the participation of the people, and concurrently to attract foreign investment. In order
to support these policies, the National Assembly is about to adopt new laws,
such as a law on domestic investment promotion and a new tax law.
In the social and economic development plan to the year 2000, our
Government has focused on eight priority programs: food production, stabilization of cultivation, commercial production, rural development,
human resource development, expansion of foreign economic relations, infrastructure development, and upgrading the quality of the service system.
To overcome the poverty status of our country, our Government will
concentrate on the development of hydropower, which is our major natural
potential if we preserve our environment. Concomitantly, we also set out a
plan for the development of adequate physical infrastructure, such as roads,
to benefit from our geographical position as a crossroads for regional trade
routes and to ensure the expansion of foreign relations, in particular with
Southeast Asian countries. Our Government will improve the tariff system
and will enter into discussions on tax and tariff issues with friendly countries. Our Government is focusing on investment in agro-forestry processing
to exploit natural resources in a sustainable and efficient way. This leads naturally to other important concerns of our Government, which are the preservation of the environment, human resource development, promotion of
women, and social programs to improve the living conditions of the people.
The Government and the people of the Lao People's Democratic Republic recognize that the continued assistance from the World Bank and
the International Monetary Fund is a substantial resource that actively contributes to the development and the economic reform of the Lao PDR. Particularly, structural and adjustment credits support our economic reforms
with some success to date. In the last years, our economy is on a good
trend. Inflation rates were satisfactorily reduced. Foreign exchange rates
have remained stable, and the deficit in the balance of payments has been
reduced due to increasing exports. Furthermore, foreign investment increased in all sectors. The macroeconomic targets were attained thanks to
the overall efforts of our Government.
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The year 1995 is the year for the Lao people and the Lao Government
to celebrate the twentieth anniversary of its foundation. This was the year
also when the Government revised the price policy, the tariff structure, and
the taxation system, and adopted floating of the exchange rate and trade
liberalization, along with a rational management of the macroeconomy.
Macroeconomic stability depends not only on economic reform, but also
on the external environment, such as a favorable worldwide economic climate, external financial support and the expansion of external trade. We,
therefore, call on industrial countries to provide for flexible trade policy towards developing countries and to continue to increase their financial support, especially to contribute to ADF-7 of the Asian Development Bank.
Our Government sincerely thanks all countries, international organizations, nongovernmental organizations, and international institutions
such as the World Bank Group and the International Monetary Fund for
their continued and increased assistance. We especially thank the World
Bank for confirming concessional loans amounting to a total of $341 million from 1996 to 1998. The Asian Development Bank has committed to
providing grant funds and concessional loans for 1995-98 of $328 million.
By implementing a consistent policy of expanding foreign economic relations, we believe that international institutions and other donor countries
will continue and will increase cooperation in providing grants, concessional loans, and technical assistance; promoting private investment, and
creating opportunities in trade relations with our country.
To conclude, I would like to present our best wishes of success to the
Meetings.

STATEMENT BY THE GOVERNOR OF THE BANK FOR FIJI
Berenado Vunibobo
It is an honor to attend the Fiftieth Joint Annual Meetings of the World
Bank Group and the International Monetary Fund. On behalf of the Government of the Republic of Fiji, I wish to take this opportunity to express
our sincere regret on the untimely death in May this year of the former
President of the Bank, Mr. Lewis Preston. I would also like to join other
Governors in welcoming the new President, Mr. James Wolfensohn, to his
first Joint Annual Meetings and wish him well in his tenure. I warmly welcome Brunei Darussalam to the membership of the Bank and the Fund.
The global economic outlook has been adequately analyzed by fellow
Governors and in staff documents. Economic trends seem to increasingly
indicate that the upturn in the major industrialized countries during the last
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three years is in danger of losing momentum. The unsynchronized performance amongst the leading economies is a stark indication of the lack of
economic convergence, which underlies the continuing turbulence in the
international markets.
I am convinced that the greatest risk to sustained global growth is still
inflation. I believe that price stability must remain at the top of our economic agenda. Industrial countries must lead the way. Price pressures are
building up. We must seize the opportunity to proactively nip these inflationary pressures in the bud.
On developing countries as a group, I am encouraged by the continuing strong performance, although there are significant variations amongst
regions and individual countries. The commendable track record of developing countries is a testimony to the difficult economic and structural reforms that they have put in place. However, the efforts of developing
economies have not been helped by the intense and regular volatility in the
global exchange market. The contagion effects of this turbulence are
rapidly transmitted to emerging markets, destabilize debt servicing, and
complicate reform implementation. We therefore welcome the proposed
introduction of the currency stabilization facility by the Fund. However,
we must realize that the facility on its own does not address the root of the
problem. It must be accompanied by proper macroeconomic strategies.
Furthermore, as recent events have indicated, the establishment of an informal exchange rate target zone will be difficult to maintain for any considerable length of time. The only sustainable answer is for industrialized
countries to actively pursue economic convergence through appropriate
policies and structural reforms.
Exchange rate stability is at the core of the Fund's charter. Surveillance is the main instrument of this objective. I welcome the strengthening
of the Fund's ability in this critical area. Nevertheless, I would like to suggest that the Fund's surveillance still needs to be more focused. Development in small member countries such as Fiji can hardly cause a ripple on
the world scene. The industrial countries very much hold the balance of
order in the world markets. The proposed dual standards of data reporting
to the Fund must reflect this relativity. Furthermore, the Fund must pursue
opportunities to represent its views in the main international forums.
The recent market volatility has been enhanced by greater capital mobility across borders and time zones. In developing countries, the struggle
to restructure and develop a more efficient economy will take time. During
this market liberalization process, developing countries become extremely
vulnerable to large fluctuations in world market conditions. Capital controls offer essential support. Therefore, I urge the Fund to resist the move
to make capital liberalization mandatory under the Articles of Agreement.
Instead, the Fund could continue to advise members on a case-by-case
basis under the current Article IV consultation framework.
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The recent Mexican crisis has taught us many lessons. In particular,
the crisis severely tested the resource availability and mobilization capability of the Bretton Woods structure. Is the current liquidity sufficient in
the event of another major crisis? We must urgently buttress the liquidity
of the Fund and the Bank. Although I join the call for a speedy negotiation
of the Tenth General Review of Quotas, I fully realize that this will take
time. The strengthening of the General Arrangements to Borrow (GAB)
can offer an immediate fallback solution. On the Bank side, I share in the
concern at the slow implementation of IDA-10 and encourage industrial
countries to fully support IDA-11 replenishment.
At this juncture, I would like to highlight three special needs of small
Pacific Island countries, including Fiji. The first is the implication of agricultural liberalization in the Uruguay Round. I am pleased that the Round
appears to have achieved new transparency through tariffication. However,
we should not quickly ignore the honorable objectives of the agricultural
negotiations under the Uruguay Round, which were "to establish a fair and
market-oriented agricultural trading system, reverse protectionism and remove trade distortions in agricultural trade." Regrettably, I am disappointed that the Round has brought about substantially less liberalization
than had been expected. Instead, most developed countries have established new base tariffs that reflect even higher protection than had been
provided by the nontariff barriers that they replaced. As a consequence, it
is highly likely that tariff rates in the year 2000 and beyond will remain
very high on many agricultural products and, in many cases, as high as, or
even higher than, effective rates prior to the agreement.
The implication of such developments on predominantly agro-based
economies like Fiji can be devastating. As net food importers, Fiji will be
confronted with higher world prices. At the same time, the loss in preferential treatment for its exports may not be offset fully by new access to the
markets of industrial countries.
My second point concerns the role of the Bretton Woods institutions
in the promotion of private sector activities in the South Pacific region. I
welcome the Bank and the Fund's increasing recognition of the critical
role of the private sector in development. I endorse the Bank's current
strategies, which encompass public enterprise reforms and privatizations
as well as creating an enabling investment environment through market
liberalization and deregulation. However, I see a need for the Bank to
sharpen its vision and to better coordinate its strategies in these areas, especially for IDA and transition countries. I believe that one of the important conditions for effective private sector development is the presence of
a strong financial sector. In this regard, Fiji continues to see many opportunities where IFC's South Pacific Project Facility and the Foreign Investment Advisory Service in Sydney can gain more visibility with private entrepreneurs in the Islands. We also welcome IFC's decision to establish a
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separate pilot Pacific Islands Quasi-Equity Investment Fund in Sydney,
and we hope that this can become a permanent feature of the Bank's assistance to the private sector in the region.
Fiji is among many South Pacific Island countries that are undertaking
structural reforms designed to facilitate export-led growth, where the private sector is the driving force of the economy. These adjustments are not
easy, nor are they painless. However, these small island countries, despite
limited resource endowments, continue to persevere and, at the same time,
honor all their international obligations. They, therefore, deserve the active
support of the international community, particularly the Bank and the Fund.
We call once again on the two institutions to be innovative in generating
flexible solutions to the special situations of small island countries in the
South Pacific. At the same time, we reiterate our caution to avoid treating
all South Pacific island countries with the same generalities, as there are
critical differences in key areas such as industries, institutions, and market
sophistication. Economic policy advice and programs, including their implementation and sequencing, must therefore be country specific.
My final point is on the future direction of the Bank and the Fund in
the Pacific region. We have read with interest the Bank's recent review of
its operations in the region entitled "Pacific Island Economies: Building a
Resilient Economic Base for the Twenty-First Century." We fully endorse
the salient features of the report. We are greatly encouraged by the main
conclusion of the report, that "an outward oriented investment-led growth
strategy is needed—but not necessarily along the path of labor intensive
agriculture and manufacturing witnessed in the early stages of East Asian
growth." Such a strategic statement has reassured us of the future of our
tourism and services industries. The report has also put forward convincing arguments regarding the need to obtain higher returns from our natural
capital such as fisheries and forestry.
In our assessment, the borrowing needs of island nations in the Pacific, by world standards, will remain modest and will be mainly for financing the construction of our infrastructure, although we will welcome
the Bank and the Fund's stronger involvement in human resource development in the region. In Fiji, privatization and the development of the financial sector are some of the specific areas where future assistance of the
Bank and the Fund can be focused. However, the bulk of our needs will
continue to be in policy advice and technical assistance. Therefore, we
urge the Bretton Woods institutions to avoid any reduction in their technical assistance programs. On the Bank side, we specifically request that it
continue to undertake economic and sector work both on a country and regional basis. These studies should form the basis of the Bank's future lending activities in the region in the years to come.
We fully support the efficiency measures being implemented in the
Bank and the Fund. We, however, strongly urge the twin institutions not to
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discard the needs of their smaller members in their quest to streamline resources. By the same token, while we fully support the efforts to make the
Bank leaner and more cost conscious, we warn that the quality of its projects should not be compromised.
I conclude by thanking the Bank and the Fund for their past and ongoing assistance and support to Fiji. The Fund's Technical Assistance Center based in Suva has proved very effective, and we are keen to see continued Fund involvement in this area. Valuable assistance was also
extended to the country by both institutions in the areas of economic assessment and advice, review of government incentive structures, and bank
supervision.

©International Monetary Fund. Not for Redistribution

Copyright
Clearance
Center

RightsLink®

CONCLUDING REMARKS

STATEMENT BY THE GOVERNOR OF THE BANK FOR CHILE
Eduardo Aninat
I should like to express my appreciation of this choice you have
made. On behalf of Chile and the region, I am honored to accept election
to the Chair of the next Joint Annual Meetings of the Boards of Governors
of the International Monetary Fund and the World Bank Group. It will be
an inspiration to follow in the footsteps of Minister Paul Dossiou, Governor for the Republic of Benin, whose able management of these Meetings
deserves our fullest commendation.
This year's Meetings have set ambitious goals that must guide the work
of the International Monetary Fund and the World Bank Group during the
forthcoming months. They have also demonstrated that these institutions
must continue to live up to the challenges present in an increasingly complex international climate.
The views that have emerged in the Committees and in these discussions indicate that, generally speaking, the international economy at the
moment is in favorable condition. In terms of the outlook for both global
growth and stabilization efforts, the world environment is showing signs
of progress that are worthy of note.
Nevertheless, this is no time for complacency. On the contrary, our
countries need to take advantage of the new underpinnings of global growth
and expanding trade to consolidate the economic reform, structural adjustment, and social development programs in which they are now engaged.
In this context, a decisive factor will be the part that government budgets and fiscal policy play in consolidating macroeconomic equilibria. However, the developing countries are very conscious that the impact of fiscal
policy extends beyond macroeconomic goals. There are marked imbalances
in the distribution of the dividends of progress and in the degrees to which
the various social groups are reaping the benefits of growth. Our countries
need to persevere resolutely with public policies to combat poverty, indigence, and marginalization.
At the international level, we need to ensure that the poorest countries
receive adequate financial support and that limited aid resources are used
effectively.
It is our firm conviction that both the International Monetary Fund
and the World Bank Group will continue to put increasing forcefulness,
242
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adaptability, and ingenuity into the quest for responses to the challenges
facing us today. We anticipate working in conjunction with Mr.
Camdessus, Mr. Wolfensohn, and the Executive Directors and staffs of
these institutions to ensure the success of the Fifty-First Joint Annual
Meetings of their Boards of Governors in Washington in 1996.

STATEMENT BY THE PRESIDENT OF THE WORLD BANK GROUP
James D. Wolfensohn
First of all, let me thank all of you for your many kind wishes on my
appointment as President of the Bank Group. I have been tremendously
encouraged by the words that have been spoken—and by the commitment
to the work that must now be done. This may have been our Fiftieth Annual Meeting, but I leave here not so much with a sense of the past, as of
the future. A sense of a new beginning—and new partnership.
I saw this even as these meetings got under way, when I participated
in the Conference on Environmentally Sustainable Development—the
third in the annual series sponsored by the Bank. There, among thousands
of others from all over the world, I witnessed what is meant by the term
"the new environmentalism": the broad agreement that promoting development and protecting the environment are two sides of the same coin. The
broad understanding that we all have responsibility—and that we must all
work together—in safeguarding our children's future.
These meetings have focused, rightly, on the work of the Bretton
Woods institutions, but they have also seen an opening up to all our partners in development. Our friends in the private sector have played an active and leading role in a new series of seminars on different countries—
as a spur to increased investment in those countries.
The increased participation of our friends in the nongovernmental organization (NGO) community has also helped to enrich these meetings. A
few days ago, as I joined in a press conference with several of their leaders—which incidentally, I believe is the first of its kind—I could see
clearly that we share the same ultimate goals. We can do much more to
achieve them by enhancing our dialogue and our collaboration. And I plan
for the Bank to move vigorously in that direction.
There was a new consensus, too, at the Development Committee. Not
only on what the priorities are, but on the more effective role the Committee can play in ensuring that action is taken on them. I particularly appreciated the Committee's urgent call to all donors to maintain their commitments to the International Development Association (IDA). There was also
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agreement that the Bank and the Fund should continue to advance their
work on the issue of the multilateral debt problem facing some of the
world's poorest, mostly highly indebted countries—and to present our proposals to the Committee at its next meeting.
The new format of the Development Committee meetings has been
judged a success. And let me add how delighted I was at another departure
at this year's meeting: the presence there of the United Nations SecretaryGeneral, Mr. Boutros Boutros-Ghali, and of Renato Ruggiero, the head of
the WTO. This is further evidence of new partnership in the development
community—and of the interlinkages in our world between development,
trade, and peace.
In my annual address, I spoke of the need for a "new compact": that
in return for adequate resources being made available for the world's
poor—recipient countries, the Bank, and all of us engaged in development,
must make a greater effort to ensure that those resources are used even
more effectively. Business as usual will not do. I have been gratified that
my call for a new compact seems to have resonated in these meetings—
with donors and recipients alike.
I also spoke of the need—in a number of respects—for a "new Bank"
to meet the changing needs of our client countries. We must be more focused on results—development impact. We must be more accountable for
our work, and more open to effective partnerships. We must be committed
to excellence in everything we do. And I am determined that we will be.
As I said, the potential for this institution to leverage its unique capacity is enormous. But to take full advantage of it, we must change. Let
me say how gratified I was to hear so many of you speak in support of my
early thinking on this issue.
I also deeply appreciate the strong support for IDA articulated by virtually every Governor in the plenary session—as well as by Michel
Camdessus, whose remarks on this issue were so inspiring. I should add
that NGOs have also been highly supportive of IDA. They understand—as
we all do—exactly what is at stake here.
Because of overall declining aid flows, IDA has become of greater
importance than ever before to the poorest countries. The threatened budget cuts by the U.S. Congress would have the effect of driving them further into debt, deprivation, and poverty.
In my view, this represents the most serious crisis for development assistance in our lifetime. If we fail to protect IDA, the ideas and ideals in
which we have believed for a generation will be dealt a devastating blow:
the importance of upholding international commitments; the undoubted
advantages of multilaterism over bilateralism; and the mutual benefits of
the rich helping the poor—all these principles will be severely damaged.
No one spoke more forcefully or eloquently on this issue than President Clinton. "IDA is essential," he said. "It serves our fundamental values,
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as well as our economic interests." Above all, he emphasized, "it is the right
thing to do."
I sense that we leave these meetings with renewed spirit and
strength—not only to garner the necessary support for IDA, but to build on
the partnerships that have been forged and reinforced here. As our Chairman told us in his opening remarks, what is important now is that we
"translate our words into concrete measures that have measurable and sustainable results."
Speaking personally, I very much appreciate the support and friendship everyone has given me at these, my first meetings. We are all here for
the same reason, because we care about the same goals: helping the poorest people in this world to improve the quality of their lives. And building
a better world for our children.
In conclusion, let me repeat my deep gratitude to my friend Michel
Camdessus, who has done so much to advise and help me in these early
months of my presidency at the Bank.
On that note, allow me also to express the Bank Group's appreciation
to Minister Dossou for his excellent handling of these meetings, and to
congratulate Minister Aninat, the Governor of Chile, on his selection as
next year's Chairman.
I wish you all a very safe journey home, and I look forward to welcoming you all again to Washington next year.

STATEMENT BY THE CHAIRMAN OF THE EXECUTIVE BOARD
AND MANAGING DIRECTOR OF THE
INTERNATIONAL MONETARY FUND
Michel Camdessus
I have been impressed by the broad agreement shown at these meetings on the opportunities and challenges that globalization presents for our
countries and the International Monetary Fund. And I have been impressed
by the broad agreement on the strategies we need to implement.
I have found it especially heartening to hear again how the Mexican
crisis has not dented but, if anything, reinforced, the worldwide appreciation that countries need outward-oriented and market-oriented strategies to foster sustainable growth. The Governor for Brazil, speaking on
behalf of Mexico and the other countries of Latin America, remarked on
how the reversal of capital flows that followed the events of December
did not lead to any slackening in the pace of adjustment and reform in
those countries: "on the contrary," as he said, these policy efforts "gained
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new momentum and strength." What a welcome and promising response
to that difficult challenge! And an impressive demonstration of the increased confidence of these countries in their economic progress—confidence that is well based. And the Governor for India remarked on how
developing countries all over the world continue to be engaged in "an
unprecedented restructuring of their economies and policies to take advantage of the possibilities offered by our increasingly integrated world
markets."
Many Governors emphasized that they fully appreciate the new challenges that globalization is presenting for them. The Governor for Indonesia remarked that the globalization of financial markets has meant that his
country and other developing countries are being affected by events that
only a few years ago would probably have had little impact on them. This,
indeed, is our new world: as President Clinton put it, "in the global economy of the twenty-first century, we are all neighbors."
All Governors emphasized their commitment to macroeconomic discipline that is called for now, more than ever, by our globally integrated
economy. But, Governors, you all agree that this is not enough. Mr. Chairman, as you said in your opening remarks, globalization "underscores the
need for global partnership," and this points to the roles of the Bank and
the Fund.
I am gratified by the clear endorsement by Governors of the steps we
have taken to make surveillance more effective for all countries. I have
noted the importance that most of you attach to improving the provision of
data to the Fund and also to the standards that we shall soon be finalizing
on the publication of statistics. Of course, whatever we do—Fund staff and
management—cannot be sufficient by itself to ensure more effective surveillance. As you said, Mr. Chairman, "The effectiveness of Fund surveillance ultimately depends on the willingness of members to cooperate with
the Fund." That is indeed a key point. We rely on the cooperation of our
members to help us achieve the stronger surveillance that all countries are
seeking.
We shall also need your active cooperation to bring to fruition the initiatives to strengthen the Fund's resources and its ability to help the poorest countries. Here there is an unfinished agenda, which will form an important part of our work program in the months ahead.
As the Governor for the United States observed, "the increased size
and speed of financial flows mean that resources required to address future challenges may be much greater than anything now available." Many
Governors have emphasized again that the Fund is a quota-based institution, and that a substantial increase in quotas is needed. A number of you
have expressed your agreement that a doubling of quotas is justified and
necessary. And you have shown that there is a strong consensus among
the membership that we must move ahead speedily with this review. We
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will report to the Interim Committee next April on further progress. And
let us aim to reach agreement on the review in 1996. In addition, the need
for a doubling of the General Arrangements to Borrow (GAB) is agreed;
and we look forward to an early resolution of the outstanding issues
through a constructive dialogue between the Group of Ten and potential
new participants.
Governors: your endorsement of the strengthening of Fund surveillance and the strengthening of the Fund's resources will support the first
two legs of the strategy I set out on Tuesday. But it is the third leg of the
strategy that gives full meaning to the other two, since it is by helping the
integration of the poorest countries into the world economy that we allow
globalization to develop its effects positively for the entire world and
demonstrate that it has the potential to serve the togetherness and effective solidarity of nations, so allowing, I quote, "the promotion and maintenance of high levels of employment and real income and...development
of the productive resources of all members as primary objectives of economic policy." These words, as you know, are not those of a generous
governor, but the very words of our founders in Article I of our Articles of
Agreement. In very concrete words, this points, inter alia, to the major importance of the Fund's resolving the issue of financing of the interim enhanced structural adjustment facility (ESAF) in the next few months. No
one questions the effectiveness of ESAF, the Fund's key instrument for
helping our poorest member countries achieve the growth that they need.
Its financing for the period before it becomes self-sustaining must now be
secured. We will also be collaborating closely with the World Bank to
consider what more might be done for the small number of highly indebted poor countries whose debt to the multilateral institutions may not
be sustainable.
Two days ago, Jim Wolfensohn pointed out how "bitterly ironic" it is
that just as we are reaching a consensus on how to address the challenges
of our changing world, the threat to development assistance is so great. I
fully concur with that. I was most encouraged by President Clinton's remark that it is not necessary for the United States to walk away from its
commitment to the International Development Association (IDA) to balance its budget. The same applies to all providers of official development
assistance. There is no better investment for these countries to make in
their future than to maintain and allocate effectively, in close partnership
with the Bretton Woods institutions, a higher share of their national resources to concessional assistance for the poorest countries.
In the past year, we have seen a vivid illustration of the perils of the
twenty-first century. We have learned from the Mexican crisis. Let us now
move forward with determination and solidarity to complete the agenda we
have been discussing, and to ensure that the Fund is fully equipped to help
your countries face the challenges of our new world.
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CONCLUDING REMARKS BY THE CHAIRMAN OF THE
BOARDS OF GOVERNORS AND GOVERNOR OF THE BANK

AND THE FUND FOR BENIN
Paul Dossou

It has been a great honor to have served as the Chairman of the Boards
of Governors of the Bank and the Fund for the past year. I would take this
opportunity to thank everyone for the support and kindness extended to me
during my tenure. I would also like to thank the President of the United
States for his words of strong support for our institutions and our work.
As these 1995 Annual Meetings draw to a close, let me return to a
theme of my opening remarks, to which many of you have referred—the
need for a global partnership to achieve our common goal of sustainable
economic growth and the reduction of poverty. Our economic destinies are
intertwined. We must work together to seize the opportunities presented by
current conditions.
As a priority, many Governors stressed the importance of ensuring an
adequate flow of resources to the poorest countries so that they can continue
the progress they have made. The vital role of concessional multilateral development assistance, as provided through the International Development
Association (IDA), was emphasized. I join with all who urged donors to fulfill their obligations to IDA-10 and to commit themselves to a timely and
substantial replenishment of IDA-11. As President Clinton so eloquently reminded us, "We must provide support for the poor and less fortunate, because it is the right thing to do." In turn, recipient governments must take
measures to ensure that the resources are used with maximum efficiency. In
this regard, I welcome Mr. Wolfensohn's call for a "new compact" among us.
Many of you also emphasized the need to address the debt burden of
heavily indebted poor countries, which places a constraint on the acceleration of economic growth. This issue is central to the discussion of reducing poverty in these countries and requires a concerted and comprehensive
approach. You have encouraged the Bank and the Fund to move forward
with their exploratory work on this problem.
The Governors recognized the importance of investing in human capital. Improved access to education and health facilities will improve the quality of life in the developing countries. You welcomed the reorientation of the
Bank Group toward addressing global social and environmental problems
and encouraged it to become more client-oriented by, in particular, strengthening its presence in the field and promoting the participation of beneficiaries in the design, preparation, and implementation of projects.
Turning to the Fund, I note that many Governors commented on the significant new opportunities that are opening to most countries as a conse-
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quence of recent developments in the international economic environment, in
particular the globalization of markets for goods, services, capital, and labor.
Countries should be vigilant and stand ready to move quickly to address domestic imbalances, correct financial sector weaknesses, and pursue prudent
debt-management strategies. Only through the consistent implementation of
sound policies will our countries be equipped to take full advantage of the opportunities for strong growth, while avoiding downside risks.
Against that background, many of you have encouraged the Fund to
step up all aspects of its surveillance over the international monetary system and members'economic policies. You have welcomed the recent decision by the Fund to develop standards to guide members in the preparation
and publication of economic and financial data.
Many Governors also drew important lessons from the Mexican crisis
for the IMF's policies and its financial assistance to member countries. You
commended the Fund for playing its crucial part in the extraordinary demonstration of international solidarity that has helped Mexico to weather that
fierce storm. For the future, you welcomed the recent decision of the Fund
to establish an emergency financing mechanism to respond rapidly and appropriately in the event of serious financial crises. The Governors expressed
their wholehearted endorsement of the important role that the enhanced
structural adjustment facility (ES AF) has played in helping to put many lowincome developing countries on the path of durable growth. I welcome the
universal support for continuation of the ESAF and the establishment of a
self-sustaining ESAF.
In looking ahead, the Governors agreed that it is crucial that the Fund
be equipped with sufficient resources to fulfill its responsibilities. There is
a broad consensus in favor of a significant and early increase in quotas, and
the Governors asked the Fund to pursue the enlargement and extension of
the General Arrangements to Borrow (GAB), with a view to doubling the
resources currently available. You also stressed the need to continue to review the issue of a new SDR allocation.
There is much food for thought in the work we have done in the past few
days. As we adjourn, let us pledge to work together in the coming months to
achieve our common goal of a better standard of living for everyone.
Before adjourning, I would like to express my appreciation to Mr.
Wolfensohn, Mr. Camdessus, and their staffs for their dedication and competence in making our gathering a success once again. It is with humility
and respect that I welcome the election of the Governor for Chile as the
Chairman of the Board of Governors for the coming year. At this juncture,
I would like to pledge my full support and that of my colleagues for the
success of his work. I would conclude by once again thanking everyone
and wishing all a safe journey back home.
On that note, I now declare the 1995 Annual Meetings of the Governors
of the World Bank Group and the International Monetary Fund adjourned.
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SCHEDULE OF MEETINGS1
Sunday
October 8
Monday
October 9
Tuesday
October 10

Wednesday
October 1 1

9:30 a.m. — Interim Committee2
2:30 p.m. — Interim Committee
9:00 a.m. — Joint Development Committee
3:45 p.m. — Joint Development Committee
10:00 a.m. — Opening Ceremonies
Address from the Chair
Annual Address by President,
World Bank Group
Annual Address by Managing
Director, International
Monetary Fund
3:00 p.m. — Annual Discussion

9:30
3:00
6:15
6:30

a.m.
p.m.
p.m.
p.m.

—
—
—
—

Annual Discussion
Annual Discussion
Joint Procedures Committee
MIGA Procedures Committee

Thursday
October 12
9:30 a.m. — Annual Discussion
Following the conclusion
Procedures Committees Reports
of the Annual Discussion
Comments by Heads of
Organizations
Adjournment

'Meetings of the Joint Development Committee were held jointly with the Board of
Governors of the Bank. The sessions of the Annual Meetings were held jointly with the
Boards of Governors of the World Bank Group.
2
Fund only.
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PROVISIONS RELATING TO THE CONDUCT
OF THE MEETINGS

Admission
1. Sessions of the Boards of Governors of the World Bank Group Organizations and the Fund will be joint and shall be open to accredited press,
guests, and staff.
2. Meetings of the Joint Procedures Committee shall be open only to
Governors who are members of the Committee and their advisers, Executive Directors, and such staff as may be necessary.
Procedure and Records
3. The Chairman of the Boards of Governors will establish the order of
speaking at each session. Governors signifying a desire to speak will
generally be recognized in the order in which they ask to speak.
4. With the consent of the Chairman, a Governor may extend his statement
in the record following advance submission of the text to the Secretaries.
5. The Secretaries will have verbatim transcripts prepared of the proceedings of the Boards of Governors and the Joint Procedures Committee. The
transcripts of proceedings of the Joint Procedures Committee will be confidential and available only to the Chairman, the President of the World
Bank Group, the Managing Director of the Fund, and the Secretaries.
6. Reports of the Joint Procedures Committee shall be signed by the Committee Chairman and the Reporting Member.
Public Information
7. The Chairman of the Boards of Governors, the President of the World
Bank Group, and the Managing Director of the Fund will communicate
to the press such information concerning the proceedings of the Annual
Meetings as they may deem suitable.
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AGENDA
1. 1995 Annual Report
2. Report of the Chairman of the Interim Committee
(Fund Document No. 4)
3. Report of the Chairman of the Joint Development Committee
(Fund Document No. 5)
4. Application for Membership
(Fund Document No. 6)
5. Financial Statements and Audit Report
(Appendix X of 1995 Annual Report and Fund Documents
Nos. 7 and 8)
6. Administrative and Capital Budgets for Financial Year
ending April 30, 1996 (Appendix DC of
1995 Annual Report and Fund Documents Nos. 8 and 9)
7. Selection of Officers and Joint Procedures Committee
for 1995/96
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REPORTS OF THE JOINT
PROCEDURES COMMITTEE
Chairman — Benin
Vice Chairmen — Paraguay, Romania
Reporting Member — Korea
Other Members
Barbados, Chile, China, Ecuador, Finland,
France, Germany, Israel, Italy, Japan, Kiribati,
Lithuania, Mauritius, Saudi Arabia, Tanzania,
Ukraine, United Kingdom, United States, Zimbabwe

Report I1
October 10, 1995
Mr. Chairman:
The Committee considered, by correspondence, one item on the
agenda of the Board of Governors of the Fund concerning membership of
Brunei Darussalam and submits the following report and recommendation:
Membership of Brunei Darussalam
The Committee considered the Report by the Executive Board on the
admission of Brunei Darussalam to membership in the International
Monetary Fund, as set forth in Fund Document No. 6.
The Committee recommends that the Board of Governors of the Fund
adopt the draft Resolution attached to the said Report.2
Approved:
/s/ Paul Dossou
Benin—Chairman

/s/ Kyung Shik Lee
Korea—Reporting Member

'Report I and the Resolution contained therein was adopted by the Board of Governors
of the Fund in Joint Session with the Boards of Governors of the Bank, IFC, and IDA on October 10, 1995.
Resolution No. 50-3; see pages 261-63.
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Report IV1
October 12, 1995
Mr. Chairman:
At the meeting of the Joint Procedures Committee held on October 11,
1995, items of business on the agenda of the Board of Governors of the International Monetary Fund were considered.
The Committee submits the following report and recommendations:
1. 1995 Annual Report
The Committee noted that provision had been made for the annual
discussion of the business of the Fund.
2.

Report of the Chairman of the Interim Committee
The Committee noted the presentation made by the Chairman of the
Interim Committee.2

The Committee recommends that the Board of Governors of the Fund
thank the Interim Committee for its work.
3.

Financial Statements, Report on Audit, and Administrative and Capital
Budgets
The Committee considered the Report on Audit for the Financial Year
ended April 30, 1995, the Financial Statements contained therein (Fund
Document No. 7 and Appendix X of the 1995 Annual Report), and the Administrative Budget for the Financial Year ending April 30, 1996 and the
Capital Budget for capital projects beginning in Financial Year 1996 (Fund
Document No. 9 and Appendix IX of the 1995 Annual Report).
The Committee recommends that the Board of Governors of the Fund
adopt the draft Resolution set forth in Fund Document No. 8.3
Approved:
/s/ Paul Dossou
Benin—Chairman

/s/ Kyung Shik Lee
Korea—Reporting Member

'Reports II and III dealt with the business of the Boards of Governors of the Bank, IFC,
and IDA. Report IV and the recommendations contained therein were adopted by the Board
of Governors of the Fund in Joint Session with the Boards of Governors of the Bank, IFC,
and IDA, on October 12, 1995.
2
See pages 37-40.
Resolution No. 50-4; see page 263.
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Report V1
October 12, 1995
Mr. Chairman:
The Joint Procedures Committee met on October 11,1995, and submits
the following report and recommendations:
1.

Development Committee

The Committee noted that the Report of the Chairman of the Joint
Ministerial Committee of the Boards of Governors of the Bank and the
Fund on the Transfer of Real Resources to Developing Countries (Development Committee) has been presented to the Boards of Governors of the
Bank and Fund pursuant to paragraph 5 of Resolutions Nos. 29-9 and 294
of the Fund and Bank, respectively (Fund Document No. 5 and Bank Document No. 3).2
The Committee recommends that the Boards of Governors of the Bank
and the Fund note the report and thank the Development Committee for its
work.
2.

Officers and Joint Procedures Committee for 1995196

The Committee recommends that the Governor for Chile be Chairman and that the Governors for Papua New Guinea and South Africa be
Vice Chairmen of the Boards of Governors of the World Bank Group and
of the Fund, to hold office until the close of the next Annual Meetings.
It is further recommended that a Joint Procedures Committee be established to be available, after the termination of these meetings and until the
close of the next Annual Meetings, for consultation at the discretion of the
Chairman, normally by correspondence and, if the occasion requires, by
convening; and that this Committee shall consist of the Governors for the
following members: Belarus, Belgium, Chile, Denmark, El Salvador, Equatorial Guinea, Ethiopia, France, Germany, India, Jamaica, Japan, Mauritania,
Moldova, Papua New Guinea, Portugal, Saudi Arabia, South Africa, United
Arab Emirates, United Kingdom, United States, Venezuela, and Vietnam.
It is recommended that the Chairman of the Joint Procedures Committee shall be the Governor for Chile, and the Vice Chairmen shall be the

•Report V and the recommendations contained therein were adopted by the Board of
Governors of the Fund, in Joint Session with the Boards of Governors of the Bank, IFC, and
IDA, on October 12, 1995.
2
See pages 40-42.
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Governors for Papua New Guinea and South Africa, and that the Governor
for Portugal shall serve as Reporting Member.
Approved:
/s/ Paul Dossou
Benin—Chairman

/s/ Kyung Shik Lee
Korea—Reporting Member
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RESOLUTIONS
Resolution No. 50-1
Tenth General Review of Quotas—Completion of Review
Under Article III, Section 2
Article III, Section 2(a) of the Articles of Agreement provides that
[t]he Board of Governors shall at intervals of not more than five years
conduct a general review, and if it deems it appropriate propose an adjustment, of the quotas of the members!' The five-year period prescribed
by Article HI, Section 2(a) for the Tenth General Review of Quotas ended
on March 31, 1993, five years from the date on which the Ninth General
Review of Quotas should have been concluded. As the Tenth General Review was not completed by March 31, 1993, the Board of Governors decided to continue its review of quotas under the Tenth General Review
(Resolution No. 48—3, adopted April 14, 1993). In connection with its
work on the Tenth General Review, the Executive Board considered the
adequacy of the quotas of members in the Fund. The Executive Board was
of the view that the overall size of the Fund for the time being was
broadly sufficient to enable the Fund to promote effectively its purposes
and to fulfill its central role in the international monetary system. In view
of the foregoing considerations, the Executive Board decided on December 12, 1994 to submit a report entitled "Tenth General Review of Quotas - Completion of Review Under Article III, Section 2" to the Board of
Governors, containing a proposed Resolution which was recommended
for adoption.
t(

In accordance with Section 13 of the By-Laws, the following Resolution was submitted to the Governors on December 14, 1994 for a vote
without meeting:
RESOLVED:
That the Tenth General Review of Quotas is hereby completed and requests the Executive Board to continue its work on quotas in connection with the Eleventh General Review of Quotas, as indicated in its
report entitled "Tenth General Review of Quotas - Completion of Review Under Article III, Section 2."
The Board of Governors adopted the foregoing Resolution, effective
January 17, 1995.
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Resolution No. 50-2
Direct Remuneration of Executive Directors
and Their Alternates
Pursuant to Section 14(e) of the By-Laws, the 1995 Joint Committee on
the Remuneration of Executive Directors and Their Alternates on June 28,
1995 directed the Secretary of the Fund to transmit its report and recommendations to the Board of Governors of the Fund. The Committee's report
contained the following proposed Resolution for adoption by the Board of
Governors.
In accordance with Section 13 of the By-Laws, the following Resolution
was submitted to the Governors on July 7, 1995 for a vote without meeting:
RESOLVED:
That, effective July 1, 1995, the annual rates of remuneration of the
Executive Directors of the Fund and their Alternates pursuant to Section 14(e) of the By-Laws shall be as follows:
(i) As salary, $131,660 per year for Executive Directors and $112,360
per year for their Alternates;
(ii) As supplemental allowance (for expenses, including housing and
entertainment expenses, except those specified in Section 14(f) of
the By-Laws), $9,000 per year for Executive Directors and $7,200
per year for their Alternates.
The Board of Governors adopted the foregoing Resolution, effective
August 14, 1995.
Resolution No. 50-3
Membership for Brunei Darussalam
WHEREAS, Brunei Darussalam on May 16, 1995 requested admission
to membership in the International Monetary Fund in accordance with Article II, Section 2 of the Articles of Agreement of the Fund;
WHEREAS, pursuant to Section 21 of the By-Laws of the Fund, the Executive Board has consulted with the representative of Brunei Darussalam
and has agreed upon the terms and conditions which, in the opinion of the
Executive Board, the Board of Governors may wish to prescribe for admitting Brunei Darussalam to membership in the Fund;
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Now, THEREFORE, the Board of Governors, having considered the
recommendations of the Executive Board, hereby resolves that the terms
and conditions upon which Brunei Darussalam shall be admitted to membership in the Fund shall be as follows:
1. Definitions: As used in this Resolution:
(a) The term "Fund" means the International Monetary Fund;
(b) The term "Articles" means the Articles of Agreement of the
Fund, as amended; and
(c) The term "SDRs" means special drawing rights of the Fund.
2. Quota: The quota of Brunei Darussalam shall be SDR 150 million.
3. Payment of Subscription: The subscription of Brunei Darussalam
shall be equal to its quota. Brunei Darussalam shall pay 23.5 percent of its subscription in SDRs or in the currencies of other members selected by the Managing Director from those currencies that
the Fund would receive in accordance with the operational budget
in effect at the time of payment. The balance of the subscription
shall be paid in the currency of Brunei Darussalam.
4. Timing of Payment of Subscription: Brunei Darussalam shall pay its
subscription within six months after accepting membership in the
Fund.
5. Exchange Transactions with the Fund and Remuneration: Brunei
Darussalam may not engage in transactions under Article V, Section 3, or receive remuneration under Article V, Section 9, until its
subscription has been paid in full.
6. Exchange Arrangements: Within 30 days after accepting membership in the Fund, Brunei Darussalam shall notify the Fund of the
exchange arrangements it intends to apply in fulfillment of its
obligations under Article IV, Section 1 of the Articles.
7. Representation and Information: Before accepting membership in
the Fund, Brunei Darussalam shall represent to the Fund that it has
taken all action necessary to sign and deposit the Instrument of Acceptance and sign the Articles as contemplated by paragraphs 8(a)
and 8(b) of this Resolution, and Brunei Darussalam shall furnish to
the Fund such information in respect of such action as the Fund
may request.
8. Effective Date of Membership: After the Fund shall have informed
the Government of the United States of America that Brunei Darussalam has complied with the conditions set forth in paragraph 7 of
this Resolution, Brunei Darussalam shall become a member of the
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Fund on the date when Brunei Darussalam shall have complied
with the following requirements:
(a) Brunei Darussalam shall deposit with the Government of the
United States of America an instrument stating that it accepts
in accordance with its law the Articles and all the terms and
conditions prescribed in this Resolution, and that it has taken
all steps necessary to enable it to carry out all its obligations
under the Articles and this Resolution; and
(b) Brunei Darussalam shall sign the original copy of the Articles
held in the Archives of the Government of the United States of
America.
9. Period of Acceptance of Membership: Brunei Darussalam may accept membership in the Fund pursuant to this Resolution not later
than six months after the effective date of this Resolution, which date
shall be the date of its adoption by the Board of Governors; provided,
however, that if the circumstances of Brunei Darussalam are deemed
by the Executive Board to warrant an extension of this period during
which Brunei Darussalam may accept membership pursuant to the
Resolution, the Executive Board may extend such period until such
later date as it may determine.
The Board of Governors adopted the foregoing Resolution, effective
October JO, 1995. The Articles of Agreement were signed by His Excellency Dato Ahmad Wally Skinner, Deputy Minister of Finance, on behalf of
the Government of Brunei Darussalam, on October 10, 1995.
Resolution No. 50-4
Financial Statements, Report on Audit, and
Administrative and Capital Budgets
RESOLVED:
That the Board of Governors of the Fund considers the Report on Audit
for the Financial Year ended April 30, 1995, the Financial Statements
contained therein, and the Administrative Budget for the Financial Year
ending April 30,1996 and the Capital Budget for capital projects beginning in Financial Year 1996 as fulfilling the requirements of Article XII,
Section 7 of the Articles of Agreement and Section 20 of the By-Laws.
The Board of Governors adopted the foregoing Resolution, effective
October 12, 1995.
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Interim Committee of the Board of Governors
on the International Monetary System
PRESS COMMUNIQUE
October8, 1995
1. The Interim Committee held its forty-fifth meeting in Washington,
D.C., on October 8, 1995 under the chairmanship of Mr. Philippe
Maystadt, Deputy Prime Minister and Minister of Finance and External
Trade of Belgium.
2. The Committee welcomed the encouraging global economic situation and outlook, which are due in large part to the pursuit of sound policies in many countries. It reaffirmed that the Madrid Declaration continues to be a useful guide for policies.
3. In reviewing progress in implementing the Madrid Declaration, the
Committee observed that:
• In the industrial countries, prospects are for sustained noninflationary growth and policies should continue to be aimed toward this objective. Broad based expansion will help to create jobs, reduce external imbalances and contribute to financial market stability. The
Committee welcomed the recent economic stimulus measures announced by the Japanese authorities, the easing of interest rates in
Europe, progress toward fiscal consolidation in many countries, and
the broad movements in the exchange rates between the key currencies since last April. In many countries, strengthened efforts at
fiscal consolidation, and prudent monetary policies, have permitted
lower long-term interest rates. Nevertheless much remains to be
done, and the current expansion should be taken as an opportunity
for vigorous action to tackle fiscal imbalances, to enhance labor
market flexibility and to reduce unemployment particularly in Europe and Canada, and to further deregulate and open markets in
Japan.
• The Committee commended the impressive growth performance
of an increasing number of developing countries. Strong fundamentals and prompt policy adjustments, and avoidance of recourse
to exchange controls, have helped restore investor confidence in
the aftermath of the Mexican crisis. Strong adjustment efforts by
Mexico and other affected countries, with timely and substantial
international support, have enabled them to weather the crisis, al264
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though the social costs of the crisis have been severe in some of the
countries. Elsewhere, especially in Asia, some of the strongest-performing countries now must guard against overheating, with an appropriate use of exchange rate and monetary policy.
• Many low-income countries now enjoy improved growth prospects
as a result of their implementation of comprehensive adjustment
policies and more favorable external conditions. However, the
Committee expressed deep concern about the plight of a number of
low-income countries. It called for the full and constructive implementation of Naples terms by the Paris Club, but emphasized the
need to maintain sufficient flows of concessional assistance to lowincome countries implementing strong adjustment and reform programs.
• The Committee was encouraged by the resumption of growth in a
number of economies in transition that had established firm macroeconomic discipline and implemented early and wide-ranging systemic reforms. Many countries that were less advanced in the transition process have also recently strengthened their stabilization
and reform efforts, and are now showing signs of economic recovery. The Committee urged all countries in transition to pursue bold
policies that the Fund could support. There is a pressing need for
improved enterprise efficiency, cost-effective social safety nets,
and financial sector reform. Many of these countries need to address without delay the level and structure of government expenditure and the unsustainable decline in budgetary revenues by improved tax policies and administration. Many also need effective
debt control and monitoring, and concern was expressed that some
are accumulating external debt unsustainably.
4. The Committee welcomed trade liberalization under the Uruguay
Round, and reiterated the importance of further market opening, avoidance
of protectionist measures, and reliance on the multilateral framework of
the WTO to resolve disputes.
5. The Committee stressed that increased freedom of capital movements and globalized markets bring significant benefits to all countries.
Consistent implementation of firm economic policies should help to reduce the volatility of capital movements. The Committee encouraged the
Fund, in promoting liberalization in a global market setting, to pay increased attention to capital account issues and the soundness of financial
systems, and emphasized the need for improved prudential supervision.
6. The Committee endorsed the conclusions and recommendations of
the report of the Executive Board on the regular and timely provision of comprehensive and good quality data to the Fund by members for surveillance
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purposes, including the identification of a set of 12 core data categories, and
on the establishment by the Fund of standards to guide members in their publication of economic and financial data, (including a two tier approach consisting of a general standard for all members and the more demanding standard for those having or seeking access to the capital markets and public
identification of countries adhering to the more demanding standard). The
Committee stressed the importance of providing technical assistance to interested member countries. It supported publication of the report and requested
the Executive Board to complete its work soon, taking into account the views
of market participants, so that members who wish to subscribe to the more
demanding standard should have the opportunity to do so before the Committee's April 1996 meeting.
7. The Committee stressed the crucial need to safeguard the Fund's
liquidity at an adequate level at all times. Accordingly the Committee discussed strengthening the Fund's financial resources:
• The Committee welcomed the progress already made by the Executive Board on Fund quotas, and requested the Board to move forward with the Eleventh Quinquennial Review, and to report on
progress made at the next meeting of the Committee in April 1996.
• The Committee noted with interest the initiative of the Group of
Ten countries to develop new parallel financing arrangements,
complementary to the General Arrangements to Borrow, with the
aim of doubling the resources currently available under the General
Arrangements to Borrow through contributions from members of
the G-10 and from other countries with the capacity to support the
international financial system; it expressed the strong hope that
early progress would be made through a constructive dialogue between the G-10 and potential new participants. The Committee emphasized the importance that all participants should be treated
equally, and agreed that expanded borrowing should not be a substitute for a quota increase.
8. The Committee welcomed the consensus in support of continuation
of the Enhanced Structural Adjustment Facility (ESAF), including the establishment of a self-sustained ESAF. It agreed that ESAF should continue
to be the centerpiece of the Fund's strategy to help the lower-income countries, including those that are heavily indebted. It requested the Executive
Board to submit proposals on the future financing of ESAF and to report
to the Committee at its next meeting.
9. The Committee noted the on-going work in the Fund, in close collaboration with the World Bank, on how best to address the problems of
those low-income countries that are undertaking strong adjustment and reform programs but whose debt situation, including debt to multilateral in-
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stitutions, may prove unsustainable, even after debt reduction on Naples
terms. It encouraged the two institutions to continue their cooperative work
on these issues, including country-specific analysis of debt sustainability,
and requested the Executive Board to report to the Interim Committee at
its next meeting.
10. The Committee endorsed the Board's decisions:
• to establish exceptional procedures (the emergency financing
mechanism) that would enable the Fund to respond promptly and
prudently in the event of serious financial crises. It emphasized that
use of these procedures would not necessarily imply exceptional financing, and would be subject to strong conditionality.
• on the conditions under which the Fund should be prepared to support currency stabilization funds, on a short-term basis, in the context of an exchange-rate-based disinflation strategy, and within the
limits and guidelines of the current access policy.
• on expanding the scope of the Fund's involvement in post-conflict
situations, including the circumstances under which the Fund could
provide emergency support in a context of coordinated international
assistance.
11. The Committee requested the Executive Board to continue its examination of ways to achieve the agreed objective of participation of all
members of the Fund in the SDR system. As part of the wide-ranging review of the role and functions of the SDR in the world financial system,
the Committee also looked forward to the results of the seminar to be held
in March 1996, with the involvement of outside experts.
12. Members of the Committee had a fruitful informal discussion
with Mr. Michel Hansenne, Director General of the International Labor
Office on collaboration between the ILO and the IMF in light of the commitments of the UN Social Summit. The Committee agreed that cooperation should be strengthened, with a view to helping Fund missions to acquire a better understanding on labor markets and social protection
issues, and ILO staff to further integrate in their own policy advice the
view of the Fund on macroeconomic policies and targets for the country
concerned. The Committee also recommended that regular exchanges of
views and sharing of information should be pursued in the preparation of
the Fund's World Economic Outlook and the ILO's World Employment
Outlook.
13. The Committee will meet again on April 22, 1996.
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Sigbjoern Johnsen
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Paul Martin
Philippe Maystadt4'5
Guillermo Ortiz
Robert E. Rubin
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Manmohan Singh
Otto Stich
Masayoshi Takemura
Vijit Supinit
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Ralph Willis
Gerrit Zalm
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Italy
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Mozambique
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Japan
Thailand
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Joint Ministerial Committee of the Boards of Governors
of the Bank and the Fund on the Transfer
of Real Resources to Developing Countries
(Development Committee)
PRESS COMMUNIQUE
October 9, 1995
1. The fifty-first meeting of the Development Committee was held in
Washington, D.C., on October 9, 1995, under the chairmanship of Mr.
Mohamed Kabbaj, Minister of Finance and Foreign Investment of Morocco. Ministers welcomed World Bank President James D. Wolfensohn to
his first meeting of the Committee. The Committee was pleased that, for
the first time, the United Nations Secretary-General, Mr. Boutros BoutrosGhali, addressed the Committee.1
2. Support for Poverty Reduction. Ministers reviewed the implications of the United Nations' Social Summit Declaration. They focussed
particularly on how World Bank and IMF efforts to reduce poverty could
be strengthened through enhanced policy dialogue with governments,
based in part on results of poverty assessments. Ministers agreed that multilateral development institutions should accelerate their investments in
social sectors and poverty reduction programs. The Committee encouraged the Bank to strengthen its efforts to promote broad-based, labor-intensive growth through increasing access of the poor to land, credit, and
basic infrastructure.
3. Ministers agreed that efforts to improve the composition and efficiency of public expenditures were needed. The Committee urged the
Bank and Fund to work closely with member governments to help them
improve their public finances, especially by increasing attention to funding social and economic development programs and reducing non-productive spending (including excessive military expenditures) within a
framework of sustainable economic growth.
4. In this context, Ministers agreed that donors' support should be
consistent with governments'public expenditure programs. The Committee urged donor governments to continue to strengthen assistance for
countries demonstrating strong commitment to social sector investments
'Mr. Michel Camdessus, Managing Director of the International Monetary Fund, and Mr.
N'Goran Niamien (Cote d'lvoire), Chairman of the Group of 24, also took part in the meeting.
Observers from a number of international and regional organizations also attended.
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and other high priority poverty reduction programs. The Committee also
urged them to take steps to reduce administrative burdens on aid recipients.
5. International Development Association (IDA). Ministers recognized the importance of supporting the implementation of effective development policies and programs with adequate resource flows, especially of
concessional funds, if poverty is to be reduced. The Committee recognized
that funding reductions facing IDA present a very serious risk to poverty
reduction and economic growth in the world's poorest countries. Ministers
agreed on the importance of a significant replenishment of IDA.
6. The Committee expressed great concern that potential reductions
in contributions to IDA were likely to jeopardize its future and stressed the
great importance donors attach to equitable burden-sharing. The Committee urged all donors which have not done so to honor their commitments
and continue the strong support which has marked IDA's 35-year life.
7. Ministers agreed that every effort should be made to meet the essential financing requirements of poor countries as reflected in IDA's lending plans, and to protect IDA's multilateral character.
8. Multilateral Debt. Ministers resumed the discussion of multilateral
debt begun at the previous meeting. Ministers agreed that current instruments should be sufficient to bring debt and debt service for the majority of
heavily indebted poor countries down to manageable levels. For a small
group of countries, however, this may still leave an unsustainable debt situation, a problem for which appropriate approaches need to be further explored. Ministers requested the Bank and Fund to continue their work on
this issue, including detailed country-specific analysis of debt sustainability, and, after presenting their findings and recommendations to the Executive Boards, to report with proposals to the Committee at its next meeting.
9. Executive Secretary. The Committee selected Alexander Shakow
as Executive Secretary.
10. Next Meeting. The Committee's next meeting will be on April 23,
1996, in Washington, D.C., when its agenda will include consideration of
the Report of its Task Force on the Role of Multilateral Development
Banks.
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Carl-Dieter Spranger
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France
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Canada
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Germany
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Afghanistan, Islamic State of

Hilario Domingos
Manuel Domingos
Agostinho Fernandes
Sabino Pereira Ferraz
Nazare Ferreira
H.E. Antonio Franca
Carlos Gomez
Antonio da Silva Inacio
Manuel Francisco Gomes
Maiato
Adriano Rafael Pascoal
Adriano Pascoal Neto
Pedro Maiangala Puna

Governor
Abdul Qader Fitrat
Alternate Governor
Musjadi Razaq Zada
Advisor
Mohamad Hakim
Albania
Governor
Kristaq Luniku
Alternate Governor
Robert Ceku
Advisor
Palok Kolnikaj

Antigua and Barbuda
Governor
D. Keith L. Hurst
Alternate Governor
Lennox Weston
Advisor
H.E. Patrick A. Lewis

Algeria
Governor
Abdelouahab Keramane
Alternate Governor
Mohamed Laksaci
Advisors
H.E. Hadj Osmane Bencherif
Lahcene Bessikri
Abderrahmane Bouabdellah
Omar Bougara
Mohamed AH Hammoudi
Amar Hiouani
Yacine Khene

Argentina
Governor
H.E. Domingo Felipe Cavallo
Alternate Governor
Juan Jose Llach
Advisors
Carlos Abihaggle
Horacio Alvarez Rivero
Tomas Anchorena
Miguel Alberto Ballestrini
Pablo Barone
Nestor Mario Bosio
Juan Ramon Branchi
Ricardo Branda
Jorge Joaquin Cendoya
Jose Antonio Costa
Joaquin A. Cottani
Miguel d'Alessandro
Tomas Ferrari

Angola
Governor
Hon. Augusto da Silva Tomas
Alternate Governor
Antonio Manuel Graca
Temporary Alternate Governor
Maria Madalena Ramalho
Advisors
E. Maravilhoso Buchartts
Baptista Coca
Miguel Bastos de Almeida
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Argentina (continued)
Rodolfo Frigeri
Santiago Jose Galindez
Adrian Gomez
Santos Goni Marenco
Pablo E. Guidotti
Ana Kessler
Noemi La Greca
Oscar Lamberto
Oscar Alfredo Machado
Daniel Martin
Amalia Martinez
Daniel Merino
Julio Nogues
Susana Olgiati
Enrique Olivera
Horacio Pernasetti
Jorge Remes Lenicov
Jesus Rodriguez
Pablo Rojo
Juan Carlos Romero
Luis Rotaeche
Claudio Augusto Sebastiani
Cristina Uehara
Nicolas Weisz-Wassing
A. Guillermo Zoccali
Armenia
Governor
Hrant A. Bagratian
Alternate Governor
Levon V. Barkhoudarian
Advisors
Liova Beglarian
Vladimir Manoyan
Tatoul Markarian
Australia
Governor
Hon. Ralph Willis
Alternate Governor
E.A. Evans
Temporary Alternate Governors
Neil F. Hyden
Graeme Thompson
Advisors
Frank Campbell

David Cox
Phil Garton
Patrick J. Jilek
Gary Johnston
Barbara Livesey
H.E. Don Russell
Ewen L. Waterman
Neville Worland
Austria
Governor
Klaus Liebscher
Alternate Governor
Thomas Lachs
Temporary Alternate Governor
Harald Sitta
Advisors
Andreas Ittner
Georg Lennkh
Johann Prader
Azerbaijan
Governor
H.E. Fikret H. Yusifov
Temporary Alternate Governor
Vakhid Akhundov
Advisors
Oktay Heybatov
Aguil M. Koulizade
Bahamas, The
Governor
Hon. William C. Allen
Alternate Governor
James H. Smith
Advisors
Sheila Carey
Wendy Craigg
Paul Feeney
Zhivarog Laing
Charles Stuart
Lester M. Turnquest
Bahrain
Governor
H.E. Ibrahim Abdul Karim
Alternate Governor
Abdulla Hassan Saif
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Bangladesh
Governor
Nasimuddin Ahmed
Alternate Governor
Khorshed Alam
Advisor
Abul Maal A. Muhith
Barbados
Governor
Hon. Owen S. Arthur
Alternate Governor
Calvin Springer
Advisors
H.E. Courtney N. Blackman
H.E. Carlston B. Boucher
Ricardo Browne
Cleviston L. Haynes
Carlos A. Holder
Belarus
Governor
Nikolai A. Kuzmich
Temporary Alternate Governor
Sergey M. Didenko
Advisors
Gennadi Aleinikov
Valeri Joudro
Belgium
Governor
Alfons Verplaetse
Alternate Governor
Gregoire Brouhns
Advisors
Gino Pierre Alzetta
Hiliana Coessens
Daniel Daco
Anne de Gang
Bernard Delbecque
Louis de Montpellier
Willy Kiekens
Jose Mont
Jean-Jacques Rey

Carla Barnett
Claude Haylock
Benin
Governor
H.E. Paul Dossou
Alternate Governor
H.E. Robert Tagnon
Temporary Alternate Governor
Paulin Laurent Cossi
Advisors
Rosemonde Adjibi
Rhetice Franchy Dagba
Yacouba Fassassi
Souleymane Gado
Fructueux Gnansounou
Francis Loko
H.E. Lucien Tonoukouin
Bhutan
Governor
H.E. Dorji Tshering
Alternate Governor
Sonam Wangchuk
Bolivia
Governor
Juan Antonio Morales Anaya
Alternate Governor
Jacques Trigo Loubiere
Advisors
Javier Comboni Salinas
Manuel Decormis
Jose Justiniano
Botswana
Governor
Christopher L. Hermans
Alternate Governor
Freddy Modise
Advisors
Pearl M. Keitumetse
Michael Otsile Molefane
Brazil

Belize
Advisors
Yvette Alvarez

Governor
H.E. Pedro Sampaio Malan

©International Monetary Fund. Not for Redistribution

ATTENDANCE—MEMBERS OF FUND DELEGATIONS
Brazil (continued)
Alternate Governor
Gustavo J. Laboissiere
Loyola
Temporary Alternate Governors
Marcos C. de Paiva
Gustavo Henrique de
Barroso Franco
Alexandre Kafka
Luiz Afonso Simoens da Silva
Advisors
Jose Ricardo da Costa
Aguiar Alves
Maria Celina B. Arraes
Fabio de Oliveira Barbosa
Benvindo Belluco
Regis Bonelli
Eliana A. Cardoso
Carlos Henrique Moojen de
Abreu e Silva
Valdery Frota de Albuquerque
Carlos Eduardo Dutra
Marcio Joao de Andrade Fortes
Maria Aparecida Grendene
de Souza
Marcio Cartier Marques
Maria Silvia Bastos Marques
Lourenco Alonso Martins
Geraldo Jose da Camara
Ferreira Melo
Luis Carlos Moreira Cabral
Helio Mori
Murilo Portugal
Orlando Leite Ribeiro
Sergio Ruffoni Guedes
Elcior Ferreira de Santana Filho
Ney Robinson Suassuna
Isac Roffe Zagury
Brunei Darussalam
Alternate Governor
H.E. Dato Ahmad Wally Skinner
Temporary Alternate Governor
Dato Yakub Abu Bakar
Advisors
Hj Jefri bin Hj Mohd. Salleh
Honeyta binti Haji Mustapha
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Bulgaria
Governor
Todor Yordanov Vulchev
Alternate Governor
Svetoslav Gavriyski
Advisors
Zdravko Dimitrov Balyozov
Marin Bogdanov Bogdanov
Peter I. Botoucharov
H.E. Snezhana Botusharova
Ivan Gospodov
Plamen Spassov Iltchev
Svetlana Shtonova-Panova
Todor Marinov Staykov
Olga Pavlova Dencova Teneva
Burkina Faso
Governor
H.E. Zephirin Diabre
Alternate Governor
Lucien Marie Noel Bembamba
Temporary Alternate Governor
Moussa Kone
Advisors
Charles Baba Gomina
Saidou Mahamadi Ouedraogo
Souleymena Ouedraogo
Burundi
Governor
Mathias Sinamenye
Alternate Governor
Emmanuel Ndayiragije
Advisors
H.E. Gerard Niyibigira
Gaspard Sindayigaya
Cambodia
Governor
H.E. Thor Peng Leath
Temporary Alternate Governor
Niev Chantana
Advisors
Michael Gladstone Brown
H.E. Var Houth
Mao Chan Samnom
Sokha Nguon
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Cameroon
Governor
H.E. Justin Ndioro
Alternate Governor
Sadou Hayatou
Temporary Alternate Governor
H.E. Jerome Mendouga
Advisors
Francois-Xavier Eloundou
Edouard Etori A Zang
Andre-Blaise Kesseng
a Mbassa
Andre Koung a Yombi
Martin Mbeng
Marthe Angeline Minja
Roger Mbassa Ndine
Jean Philippe Njeck
Isaac Njiemoun
Joseph Tedou
Assistant
Rose Tongam
Canada
Governor
Hon. Paul Martin
Alternate Governor
Thomas A. Bemes
Temporary Alternate Governors
Ian D. Clark
Douglas Peters
Gordon Thiessen
Advisors
Mostafa Askari
Nathalie Gauthier
Jill E. Johnson
Paul Labbe
Benoit La Bonte
SoeLin
Peter Mousley
Gary Pringle
Roger Pruneau
David C. Sevigny
Jerry Zypchen
Cape Verde
Governor
Oswaldo Miguel Sequeira

Alternate Governor
Luis Pedro Rodrigues Maximiano
Advisors
John D.C. Hall
Maria de Encarnacao A.
Silva Rocha
Central African Republic
Governor
H.E. Emmanuel Dokouna
Alternate Governor
Auguste Tene-Koyzoa
Advisors
Ndinga Gaba
Isabelle Gouyomgbia-Zeze
H.E. Henry Koba
Lucienne Perriere
Gregoire Zowaye
Chad
Governor
H.E. Mahamat Ahmat Alhabo
Alternate Governor
Tahir Souleyman Haggar
Advisors
Souleyman Abdoulaye
Ali Hassan Chetima
Lemaye Favitsou-Boulandi
H.E. Ahmat Mahamat Saleh
Hassan Ousmane
Chile
Governor
Roberto Zahler
Temporary Alternate Governor
Enrique Seguel Morel
Advisors
Nicolas Eyzaguirre Guzman
Jorge Leiva
Felipe Perucci
Andres Sanfuentes Vergara
Andres R. Solimano
China
Governor
Chen Yuan
Temporary Alternate Governors
Di Weiping
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China (continued)
Wei Benhua
Zhang Fengming
Zhang Ming
Zhang Zhixiang
Advisors
Ding Shuang
Feng Yun
Han Baoxing
He Jianxiong
Huang Xinghai
Song Jianqi
Wang Jun
Yang Yingming
Zheng Hong
Colombia
Governor
Miguel Urrutia
Temporary Alternate Governors
Monica Aparicio Smith
Alberto Calderon
Hemando Jose Gomez
Roberto Junguito Bonnet
Oscar Marulanda Gomez
Advisors
Julio Cesar Angel
M. Carmenza Arenas
Isabella Barrios Morales
Alberto Carrasquilla
Sergio Clavijo
Cesar Gonzalez-Munoz
Manuel Martinez R.
Camilo Salazar L.
Congo
Governor
H.E. Nguila
Moungounga-Nkombo
Alternate Governor
Ange-Edouard Poungui
Advisors
Amphas-Mampoua Mbow
Fidele Emile Kaya
Robert Masamba Debat
Gilbert M'Pele-Mantsila

Dzaba Nieme
Lambert Nzaba
Jacqueline Claire Nzalankazi
Costa Rica
Governor
Rodrigo Bolanos Zamora
Temporary Alternate Governor
Olivier Castro Perez
Advisors
Oscar Acuna
Luis Liberman Ginsburg
Luis Lukowiecki G.
Edwin Martinez
Boris Segura
Otton Solis Fallas
Cote d'lvoire
Alternate Governor
Tiemoko Meyliet Kone
Advisors
Robert Adingra
Eugene Amouin Kouakou
Koikou Felix Assamoi
Michel Assamoua
Noel Assohoun
Roger Boua
Jean-Claude K. Brou
Jonathan Caldcott
Moustapha Diabi
Yahot Djelhi
Noel Eliamon
Clement Ello
Jocelyne Gaelic Gauze
H.E. Charles Gomis
Pascal Kanga Ipou
Lambert Feh Kesse
H.E. Koumoue Koffi Moise
Kouame Kouassi
Michel Leblanc
N'Guessan Martin M'Boua
Diagna N'Diaye
Esso Elie Nomel
Jean-Charles Sery
Daouda Tanon
Francois Yao
Honorine Yaoua-Kouman
Jeannot Zoro Bi Bah
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Croatia
Alternate Governor
Zdravko Rogic
Temporary Alternate Governors
Borislav Skegro
Zlatko Matesa
Advisors
Vladimira Ivandic
Nenad Forges
Dubravko Radosevic
H.E. Petar Sarcevic
Marko Skreb
Cyprus
Governor
A.C. Afxentiou
Alternate Governor
H.G. Akhniotis
Advisor
Georgios A. Kyriacou
Czech Republic
Governor
Josef Tosovsky
Alternate Governor
Vladimir Rudlovcak
Advisors
Jiri Jonas
Lumira Kafkova
Ludek Niedermayer
Alena Radkova
Jiri Vetrovsky
H.E. Michael Zantovsky
Assistant
Sylva Florikova
Denmark
Governor
H.E. Marianne Jelved
Alternate Governor
Bodil Nyboe Andersen
Temporary Alternate Governors
Michael Dithmer
Henrik W. Fugmann
Kai Aaen Hansen
Jens Thomsen

Advisors
Benny Andersen
Kaare Barslev
Henning Dalgaard
Kaare E. Janson
Karsten Jensen
Asger Lund-Soerensen
Lise-Lotte Teilmand
Djibouti
Governor
Djama Mohamoud Haid
Alternate Governor
Houmed Abdou Daoud
Advisors
H.E. Roble Olhaye
Hassan Mohamed Sougal
Dominica
Governor
Hon. Julius C. Timothy
Alternate Governor
St. Bernard J. Sebastian
Advisors
James Fleming
Atherton E. Martin
J. Bernard Yankey
Dominican Republic
Governor
Hector Manuel Valdez Albizu
Temporary Alternate Governor
Heriberto de Castro
Advisors
Clarissa de la Rocha de
Torres
Julio C. Estrella
Gladys M. Santana S.
Ecuador
Alternate Governor
Augusto P. de la Torre
Temporary Alternate Governor
Franklin Proano Puente
Advisors
Santiago Bayas Paredes
Ana Lucia Coronel
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Ecuador (continued)
Modesto V. Correa San Andres
Alvaro Guerrero Ferber
Cesar Robalino Gonzaga
Patricio Rubianes
Egypt
Governor
H.E. Mohamed Ahmed
El-Razaz
Alternate Governor
Ismail Hassan Mohamed
Advisors
Mohamed Ahmed Dawood
Riad El Badawy
Momtaz Mohamed El Said
Abou El-Nour
Faika El Refaie
H.E. Ahmed Maher El Sayed
Abdel Wahab Heikal
Ahmed Adel Hosny
Alaa Khalil
Mohamed Awny Mahfouz
Fuad Shaker
Alaa Shalaby
El Salvador
Governor
Jose Roberto Orellana Milla
Alternate Governor
Rhina Castellanos de Jarquin
Advisors
Claudio M. de Rosa
H.E. Ana Cristina Sol
Equatorial Guinea
Governor
H.E. Anatolio Ndong Mba
Alternate Governor
Martin-Crisantos Ebe Mba
Advisors
H.E. Pastor Micha Ondo Bile
Damian Ondo Mane
Eritrea
Governor
Tekie Beyene

Alternate Governor
Ghebriel Fassil
Advisor
Negash Afworki
Estonia
Governor
Vahur Kraft
Alternate Governor
Heldur Meerits
Advisors
Aare Jarvan
Katrin Kask
Andrus Viirg
Ethiopia
Governor
Dubale Jale
Temporary Alternate Governor
Muluneh Alemu
Advisors
Neway Gebreabe
Tilahun Abbay
Fiji
Governor
J.Y. Kubuabola
Alternate Governor
Savenaca Narube
Finland
Governor
Sirkka Hamalainen
Alternate Governor
Matti Vanhala
Temporary Alternate Governor
Kjell Peter Soderlund
Advisors
Markus Fogelholm
Kerstin M. Heinonen
Jarmo Pesola
France
Governor
H.E. Jean Arthuis
Alternate Governor
Jean-Claude Trichet
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France (continued)
Temporary Alternate Governors
Marc-Antoine Autheman
Francis Mayer
Advisors
Michel Albert
Jean Bensaid
Jean-Francois Boittin
H.E. Francois Bujon de 1'Estang
Pierre Cailleteau
Bruno Deletre
Bertrand de Mazieres
Dominique Desruelle
Pierre Duquesne
Ambroise Fayolle
Michel Filhol
Laurent Fontaine
Thierry Francq
H.E. Jacques Godfrain
Francois Haas
Marc Lautre
Daniel Maitre
Antoine Merieux
Philip Minns
Danielle Noirclerc-Schoenberg
Christian Noyer
Christian Oquet
Jean-Pierre Patat
Guy Pontet
Armand Pujal
L. Rigouzzo
Jean-Michel Severino
Stephanie Seydoux
Jean-Marc Simon
Marc-Olivier Strauss-Kahn
Henri-Luc Thibault
Gabon
Governor
H.E. Marcel Doupamby Matoka
Alternate Governor
Jean-Paul Leyimangoye
Advisors
Michael Adande
H.E. Paul Boundoukou-Latha
Marie-Louise Enie Kombila
Jean Eudes Regis Immongault

Martine Mabiala
Pierre Blaise Mboula
Jean Bruno Modoko
Hyacinthe MounguenguiMouckaga
Jean de Dieu Mounguenou
Luc Oyoubi
Pascal Youbi-Lagha
Gambia, The
Governor
Momodou A. Ceesay
Alternate Governor
Momodou Clarke Bajo
Advisor
Tombong Saidy
Georgia
Governor
Nodar Javakhishvili
Temporary Alternate Governor
Avtandil Silagadze
Advisors
George Makharadze
Mamuka Tsereteli
Germany
Governor
Hans Tietmeyer
Alternate Governor
H.E. Theo Waigel
Temporary Alternate Governors
Klaus P. Regling
Helmut Schieber
Stefan Schoenberg
Advisors
Karlheinz Bischofberger
Waltraud Bloeink
Karl W. Christmann
Birgit Denninger
Barbara Eckrich
Bernd Esdar
Jochen Feilcke
Karl H. Fell
Bernd Goos
Doris Ellen Grimm
Gerald Grisse

©International Monetary Fund. Not for Redistribution

ATTENDANCE—MEMBERS OF FUND DELEGATIONS
Germany (continued)
Beate Grzeski
Andreas Guennewich
Sabine Hader
Manfred Hampel
Hansgeorg Hauser
Robert J. Heinbuecher
Karsten Hinrichs
Guenter Hofmann
Otmar Issing
Hubert Knirsch
Manfred J. Koerber
Nikolaus LambsdorfY
Gernot Hermann Mittler
Albert Peters
Uwe-Jens Rossel
Heinz-Jurgen Scheid
Volker Schlegel
Frithjof Schmidt
Wolfgang Schmitt
Manfred Schubert
Gerhard Sennlaub
Jorg-Otto Spiller
Rolf Guenther Thumann
Andreas Trautvetter
Adelheid Troscher
Ruediger von Kleist
RolfWenzel
Ghana
Governor
Godfried Kportufe Agama
Alternate Governor
Juaben-Boaten Siriboe
Temporary Alternate Governor
Kwesi Botchwey
Advisors
Fred Quarshie
H.A. Kofi Wampah
Greece
Governor
Lucas D. Papademos
Alternate Governor
Evangelos Kourakos
Advisors
Stefanos Avgouleas
Eugene Calafatis
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Nikolaos Coumbis
Nikolaos Garganas
Anastassios Giannitsis
Charalambos Machairidis
Spyros P. Papanicolaou
Charalambos Stamatopoulos
Konstantinos Stamoulis
Grenada
Governor
Hon. Keith Mitchell
Alternate Governor
H.E. Denis G. Antoine
Advisor
Denis Campbell
Guatemala
Governor
Willy Waldemar Zapata
Temporary Alternate Governor
Antonieta de Bonilla
Advisors
Sylvia Beatriz Barrios
Palacios
Mario Alberto Garcia-Lara
Gustavo Adolfo Martinez
Porras
Edwin Haroldo Matul Ruano
Julio Roberto Suarez Guerra
Guinea
Governor
H.E. El Hadj Camara
Alternate Governor
Kerfalla Yansane
Advisors
Elhadji Mamadou Bobo Balde
Kazaliou Balde
Fatima Kassory Bangoura
Frederick Bangoura
Ibrahima Camara
Alkaly M. Daffe
Abdoulaye Diallo
Alpha Ousmane Diallo
Ibrahima Kassory Fofana
Youssouf Sylla
Sekou Traore
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Guinea-Bissau
Governor
Luis Candido Lopes Ribeiro
Alternate Governor
Aguinaldo Embalo
Advisors
H.E. Alfredo Cabral
Hon. Aristides Gomes
Paulo Fernando Gomes
Guyana
Governor
Hon. Bharrat Jagdeo
Alternate Governor
Archibald Livingston
Meredith
Advisor
Ganga P. Ramdas
Haiti
Governor
Leslie Delatour
Temporary Alternate Governor
Roland Pierre
Advisors
Margarette Charles
Henry Robert Dubois
Narcisse Fievre
Robert Jean
Honduras
Governor
Hugo Noe Pino
Temporary Alternate Governors
Jesus Ernesto Anariba
Alvarenga
Mario Rietti Matheu
Advisors
Jorge A. Alvarado L.
H.E. Roberto Flores
Bermudez
Fernando Vega
Paul Vinelli
Hungary
Governor
Gyorgy Suranyi

Alternate Governor
Laszlo Akar
Temporary Alternate Governors
Sandor Czirjak
Csaba Laszlo
Advisors
Akos Cseres
Bea Szombati
Iceland
Governor
Birgir Isl. Gunnarsson
Temporary Alternate Governor
Magnus Petursson
Advisor
Olafur Isleifsson
India
Governor
Hon. Manmohan Singh
Alternate Governor
Chakravarty Rangarajan
Temporary Alternate Governors
Shankar N. Acharya
K.P. Geethakrishnan
Advisors
Udaibir Saran Das
Niraj Kumar Jain
Ramalinga Kannan
Neeraj Prasad
Vishwapati Trivedi
Narayan Valluri
Asuri Vasudevan
Indonesia
Governor
J. Soedradjad Djiwandono
Alternate Governor
Jusuf Anwar
Temporary Alternate Governor
J.E. Ismael
Advisors
Sjamsul Arifin
Jannes Hutagalung
Tarmiden Sitorus
Assistants
Ignatius Hardijanto
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Indonesia (continued)
Rusli Simandjuntak
Wibisono
Iran, Islamic Republic of
Governor
H.E. Mohsen Nourbakhsh
Alternate Governor
Mohammad Javad Vahaji
Advisors
Ahmad Abediyeh
Hassan Golriz
Mohammad-Hadi Mahdavian
Mohammad Hossein Majdpour
Abbas Mirakhor
Assadollah Monajemi
Mohammad Taghi Sadeghi
Mohammad Reza
Shojaeddini
Ireland
Governor
Hon. Ruairi Quinn
Alternate Governor
Maurice O'Connell
Temporary Alternate Governors
Padraig McGowan
Garrett F. Murphy
Pol O'Duibhir
Noel O'Gorman
George Reynolds
Advisors
Adrian J. Kearns
Joe Lennon
Cathal O'Loghlin
Ciaran O'Mara
Hannah O'Riordan
Kate Slattery
Michael J. Somers
Israel
Governor
H.E. Avraham B. Shochat
Alternate Governor
David Klein
Advisors
Elisheva Braun

Rachel Hirshler
Yossi Margoninsky
Sylvia Piterman
Gideon Schurr
Esther Shuminer
Italy
Governor
Hon. Lamberto Dini
Alternate Governor
Vincenzo Desario
Advisors
Fabrizio Befani
H.E. Boris Biancheri
Claudio Bisogniero
Rosario Bonavoglia
Gian Paolo Cavarai
Pier Antonio Ciampicali
Massimo Giulimondi
Giorgio Gomel
Vittorio Grilli
Giulio Lanciotti
J.C. Martinez Oliva
Mauro Masi
Tommaso Padoa-Schioppa
Enzo Quattrociocche
Fabrizio Saccomanni
Carlo Santini
Giuseppe Schlitzer
Vittorio Tedeschi
Mario Vattani
Sergio Vento
Augusto Zodda
Jamaica
Governor
Hon. Omar Lloyd Davies
Alternate Governor
Jacques Bussieres
Advisors
H.E. Richard Bernal
Colin Bullock
Derick Latibeaudiere
Winsome Leslie
Roderick Rainford
Nathan Richards
Locksley S. Smith
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Japan
Governor
H.E. Masayoshi Takemura
Alternate Governor
Yasuo Matsushita
Temporary Alternate Governors
Hideichiro Hamanaka
Tadashi Iwashita
Takatoshi Kato
Haruhiko Kuroda
Hachiro Mesaki
Zembei Mizoguchi
Akira Nagashima
Kosuke Nakahira
Atsuo Nishihara
Eisuke Sakakibara
Advisors
Hiroshi Arichi
Toshihiko Fukuyama
Yasuhiro Harada
Makoto Hosomi
Ryuhei Hosoya
Hitohiro Ishida
Naoko Ishii
Masato Kanda
Shinji Kume
Toru Mimura
Daikichi Monma
Shuzo Nakamura
Yoichi Nemoto
Yoshio Okubo
Toshio Oya
Masayuki Sato
Osamu Shimizu
Hitoshi Shimura
Masahiro Sugita
Kazumoto Suzuki
Masahiko Takeda
Rintaro Tamaki
Hiromichi Tanigawa
Shigeoki Togo
Hiroshi Toyoda
Tadashi Uemura
Yasufumi Uenishi
Tsukasa Wada
Assistants
Shunichi Fukushima

Kenji Hirata
Kenzaburo Ikeda
Tetsuo Kanai
Kazuo Kobayashi
Noriaki Kojima
Tatsushi Kurihara
Masato Miyazaki
Toshiyuki Miyoshi
Osamu Mizui
Akihiro Nojiri
Chiaki Osone
Hiroaki Shiga
Zenko Shinoyama
Yoshiyuki Tahara
Yasuo Takamura
Akihiko Tanaka
Akihiro Tsuchiya
Tatsuo Watanabe
Kenjiro Yamashita
Jordan
Governor
H.E. Basil Jardaneh
Alternate Governor
Mohamed Said Nabulsi
Temporary Alternate Governors
Zuhair Khouri
Michel I. Marto
Khalid Abdul Hamid
Shoman
Advisors
Muhammad M.A. Hamadah
Abdallah
Ahmad Hasan Mustafa
Kazakstan
Governor
Viktor Vasilyevich Sobolev
Alternate Governor
Daulet Khamitovich
Sembayev
Advisors
Kadyrjan K. Damitov
Timour Issataev
Sauat M. Mynbaev
H.E. Touleoutai S.
Souleimenov
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Kenya
Governor
Micah Cheserem
Alternate Governor
Maurice John Pette Kanga
Advisors
Azhari Ahmed
H.E. B.E. Kipkorir
Sammy Kirui
Hezborn A. Lidambiza
Peter Kimilu Matheka
Eric Mwenda M'Marete
Kariuki Wilson Mwangi
Martin Ogang
Chiboli Induli Shakaba
Kiribati
Governor
Hon. Beniamina Tinga
Alternate Governor
Tebwe letaake
Korea
Governor
H.E. Jae-hyong Hong
Alternate Governor
Kyung Shik Lee
Temporary Alternate Governors
Myoung-Ho Shin
Won-Young Yon
Advisors
Sung-Joon Cho
Byoung-Jo Chun
Hak-Kuk Joh
Jung-Ho Kang
Jeong-Yeon Keum
Dong-Youp Kim
Eung Jin Kim
Chong Min Lee
Hoo-Myoung Lee
Jong-Seong Lee
Moon-Ho Lee
Sung II Lee
Jae Soo Yoo
Kuwait
Governor
H.E. Sheikh Salem
Abdul-Aziz Al-Sabah

Temporary Alternate Governor
Ali Abdulrehman Rashaid
Al Bader
Advisors
Sadeq J.I. Abdel Rahim
Obal
Youssef Al- Awadi
Abdulla Ahmed Al Fuwaires
Nabeel Ahmad Al-Mannae
Abdul Karim Al-Mutawa
Sheikh Salem Abdullah
Al-Ahmed Al-Sabah
Nabil Hamoud Al-Saqabi
Hesham Ibrahim
Al-Waqayan
Ahmad Mohammed
Abdulrehman Bastaki
Abdul Rahman Hashem
Kyrgyz Republic
Governor
Marat Sultanov
Alternate Governor
Talaibek Koichumanov
Advisors
Taalai Abdraimov
Emil S. Abdumanapov
Souerkoul Abdybaly-Tegin
Elena Bit-Avrahim
Almas T. Chukin
Asyl Imanalieva
Chorobek Imashev
Ourkali Issaev
Bachtygul Jeenbaeva
Shamshibek Moldokanov
Ulan Kytaibekovich
Sarbanov
Asan Usupov
Lao People's Democratic
Republic
Governor
Pany Yathotou
Temporary Alternate Governor
Kheuangkham Inthavong
Advisors
H.E. Heim Phommachanh
Khamsouk Sundara
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Latvia

Libyan Arab Jamahiriya

Governor
H.E. Indra Samite
Alternate Governor
Einars Repse
Advisors
Valdis Freidenfelds
Danute Giga
Lebanon
Governor
Fahim Mo'dad
Alternate Governor
Mohamad B. Chatah
Advisors
Claude Hayek
Adnan Kassar
Naaman Khoury
Bassam Ramadan
Jacques Sarraf
Lesotho
Governor
Lefume B. Mokotoane
Alternate Governor
Anthony Mothae
Maruping
Advisors
H.E. Eunice M. Bulane
Kekeletso E. Lekaka
A.M. Majara
M. Mashologu
Pule Nthejane
Pako Petlane
Liberia
Governor
Hon. Lasanah V. Kromah
Alternate Governor
Raleigh F. Seekie
Advisors
Konah K. Blackett
J. Morenje Mlawa
R. Pole Sherman
Penti Tarpeh, Jr.
Alexander Wallace
Lawrence M. Yates

Governor
Abdulhafid Mahmoud Zlitni
Alternate Governor
Fadil AH Fadil
Advisors
Salem Kha. Azabi
Nuri Abdussalam Baryun
Mohamed Finaish
Ahmed N. Gubran
Bashir Mahmoud Nahaesi
Mahmud M. Shenghir
Lithuania
Governor
Kazys Ratkevicius
Alternate Governor
Algimantas Krizinauskas
Advisors
Birute Grikinyte
Felikas Kolosauskas
Stasys Kropas
Leonard L. Orentas
Luxembourg
Governor
H.E. Jean-Claude Juncker
Alternate Governor
Pierre Jaans
Advisors
Jerome Hamilius
Georges A. Heinen
Martine Schommer
Madagascar
Governor
H.E. Johnson Randrianiaina
Alternate Governor
Gaston Edouard Ravelojaona
Temporary Alternate Governor
H.E. Pierrot J.
Rajaonarivelo
Advisors
Mariette Andriambelo
Biclair H.G.Andrianantoandro
Clotilde Rabenja
Razana-Ramiandrisoa
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Madagascar (continued)
Arlette Rakotondrazafy
Henri Ranaivosolofo
Malawi
Governor
M.A.R Chikaonda
Alternate Governor
E. Ngalande
Advisors
Ian Charles Bonongwe
RW. Mamba
S.W.K. Mkandawire
Malaysia
Governor
Hon. Dato' Seri Anwar bin
Ibrahim
Alternate Governor
Ahmad Mohd. Don
Advisors
H.E. Dato'Abdul Majid
Mohamed
Mohd. Azmin Hj. Ali
Zull Aznam bin Haron
Latifah Merican Cheong
Rajmah Hussain
Datuk Murad Khalid
Mazidah Malik
Mohamed bin Ahmad
Ng Chow Soon
Muhd. Shahrul Ikram
Yaakob
Zeti Akhtar Aziz
Maldives
Governor
Hon. Arif Hilmy
Alternate Governor
Mohamed Jaleel
Mali

Temporary Alternate Governor
Charles Konan Banny
Advisors
Abdoulaye Bio Tchane
Michel Komlanvi Klousseh
Marcel Kodjo
Namala Kone
Malta
Governor
Francis J. Vassallo
Alternate Governor
David A. Pullicino
Temporary Alternate Governor
Alfred De Marco
Advisor
H.E. Albert Borg Olivier de Puget
Marshall Islands
Alternate Governor
Amon Tibon
Temporary Alternate Governor
Patrick Chen
Mauritania
Governor
Mohamedou Ould Michel
Alternate Governor
Ammed Salem Ould Tebakh
Advisors
Kane Aly
Amadou Diaw
Cheikh Selman Mahmoud
Fall N'Guissaly
Mohamed Ould Abba
Ahmed Mahmoud Ould Boilil
Ahmed Ould Boucheiba
H.E. Ismail Ould lyahi
Sidi el Moctar Ould Nagi
Mohamed Ould Oumarou
Bekaye Ould Sidi Mohamed
Mauritius

Governor
H.E. Soumaila Cisse
Alternate Governor
Mande Sidibe
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Governor
Hon. Ramakrishna Sithanen
Alternate Governor
Sir Indurduth Ramphul
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Mauritius (continued)
Advisors
Rameswurlall Basant-Roi
Jagnaden P. Coopamah
Peter Craig
Israhyananda Dhalladoo
N. Soomauroo
Mexico
Governor
Miguel Mancera Aguayo
Temporary Alternate Governors
Armando Baqueiro
Ariel Buira
Martin M. Werner
Advisors
Roberto Casillas
Antonio Galicia
Salvador Gonzalez Perez
Javier Guzman-Calafell
Timoteo E. Harris
Francisco Suarez Davila
Micronesia, Federated
States of
Governor
Hon. Nishima Yleizah
Alternate Governor
Anna Mendiola
Advisors
Enrico Calderon
Katcho Eko
Hon. Leo A. Falcam
James Stovall
Moldova
Governor
Leonid Talmaci
Temporary Alternate Governor
Lilia Burunciuc
Advisors
Ala Beleavschi
lurie Leanca
Gheorghe Rusu
Nicolae Sterbet
Pintilie Tiltu

Mongolia
Governor
H.E. Erdeniin Byambajav
Alternate Governor
Ochirbat Chuluunbat
Advisors
Ayush Buyandelger
H.E. Zhalbuu Choinkhor
Osordeleg Khurelbaatar
Khalzkhuu Narankuu
Tserendaguyn Odongua
Morocco
Governor
Mohamed Seqat
Temporary Alternate Governor
Abdelmalek Ouenniche
Advisors
Rachid Aguassim
Mohamed Aissaoui
Omar Alaoui
H.E. Mohamed Benaissa
Driss Benhima
Othman Benjelloun
Fouad Benzakour
Hassan Bernoussi
Mustapha Cherkaoui
Mohammed Dairi
Farid Dellero
Abdelhak El Abdi
Abdellah El-Ouadrhiri
Mustapha Paris
Saad Kettani
Lahbib El-Drissi Lalami
Ali Lamrani
Monkid Mestassi
Abdelhafid Quandoussi
H.E. Abderrahmane Saaidi
Benyoussef Saboni
Ali Tricha
Mozambique
Governor
H.E. Tomaz Augusto
Salomao
Alternate Governor
Manuel Chang
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Mozambique (continued)
Advisors
Antonio Pinto de Abreu
Amade Abdul Aziza
H.E. Hipolito Patrick)
Eugenia Pires
Myanmar
Governor
U Kyi Aye
Alternate Governor
U Tin Win
Advisors
U Khin Maung Aye
Than Lwin
Lieutenant Min Zaw Oo
Namibia
Governor
H.E. Helmut K. Angula
Alternate Governor
Jaafar Ahmad
Advisors
Samuel H. Goagoseb
H.E. Tuliameni Kalomoh
Teferra Wolde-Semait
Nepal
Governor
Satyendra P. Shrestha
Alternate Governor
Madhab Prasad Ghimire
Netherlands
Governor
Wim F. Duisenberg
Alternate Governor
Henk J. Brouwer
Temporary Alternate Governors
Pieter Stek
A.H.E.M. Wellink
Advisors
Age F.P. Bakker
Annette Deckers
Harold Henriquez
Gerrit Hendrik Huisman
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H.E. Adriaan PR. Jacobovits de
Szeged
Jan Paul Korthals Altes
Wouter Raab
Robert J.M. Reynaert
Alberto G. Romero
Raymond Salet
Johan H. du Marchie Sarvaas
Floris A. Schilthuis
Bernard ter Haar
Emsley D. Tromp
Jan Willem van der Kaaij
Alida H. van Ee
Claire van Nispen tot Sevenaer
Rob Vermaas
J. de Beaufort Wijnholds
New Zealand
Governor
Rt. Hon. W.F. Birch
Alternate Governor
Donald T. Brash
Temporary Alternate Governor
Alan B. Francis
Advisors
Murray Petrie
Brad Tattersfield
David Tripp
H.E. L. John Wood
Nicaragua
Governor
Hon. Jose Evenor Taboada
Arana
Alternate Governor
Hon. Erwin J. Kruger Maltez
Temporary Alternate Governor
Sergio Mario Blandon
Advisors
Mario B. Aleman
Victor Rodolfo Delgado
Caceres
Louis Fernando Jarquin
H.E. Roberto Mayorga
Armando Enrique Navarrete
Mena
Leonel Teller Sanchez
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Nicaragua (continued)
Jorge Wong Valle
Cesar Zamora
Niger
Governor
Jacques Nignon
Temporary Alternate Governor
Yacouba Abou
Advisors
Halidou Badje
Mamadou Diop
Moussa Sangare
Nigeria
Governor
Paul A. Ogwuma
Alternate Governor
Ramsay Oubromoro
Mowoe
Temporary Alternate Governors
Benjamin D. Ibe
Michael Olufemi Ojo
Halilat Adebola Oseni
Advisors
Ali Abubakar
C.D. Adeola
F. Ralf Aderele
Victor Emmanuel Idem
Alhaji S.Y. Kasimu
Herbert O. Nkwocha
Okwu Joseph Nnanna
Abdukareem Olabanji
Olaoye
Norway
Governor
Torstein Moland
Temporary Alternate Governors
Svein Gjedrem
Audun Groenn
Kjell Storvik
Advisors
Jarle Bergo
Enok Olsen
Sigurd Simonsen
Hermod Skanland

Inge Skeie
Bjorn Taraldsen
Oman
Governor
Hamood Sangour Hashim
Alternate Governor
Moosa Abdulrahman Khamis
Al Zadjali
Advisor
Mohammed Hamood
Al-Asemi
Pakistan
Governor
Muhammad Yaqub
Alternate Governor
Javed Talat
Advisors
Meekal A. Ahmed
Mohammad Anwar Asi
Mansoor Elahi
Ahmad Jamal
Muhammad Ashraf Janjua
Shah id Hassan Khan
M.A. Zuberi
Panama
Governor
Guillermo O. Chapman, Jr.
Advisors
Rogelio Novey
Gustavo Villa
Papua New Guinea
Alternate Governor
Morea Vele
Advisors
Christopher S. Mero
H.E. Kepas Isimel Watangia
Paraguay
Governor
Dionisio Coronel Benitez
Alternate Governor
Luis Enrique Breuer Mojoli
Advisors
H.E. Carlos Montanaro

©International Monetary Fund. Not for Redistribution

ATTENDANCE—MEMBERS OF FUND DELEGATIONS
Paraguay (continued)
Ovidio Otazu Gimenez
Peru
Governor
German Suarez Chavez
Temporary Alternate Governor
Henry Barclay Rey de Castro
Advisors
Roberto Abusada
Guillermo Castaneda Mungi
Manuel Deza
H.E. Ricardo V. Luna
Mario Mansilla Arrieta
Ernesto Mitsumasu
Juan Jose Neyra
Raul Otero Bossano
Jorge R. Peschiera Cassinelli
Jaime Pinto Tabini
Ivan Rivera
Renzo Rossini Minan
Carlos Saito
Eduardo Valdivia
Jaime Yoshiyama
Edgar L. Zamalloa
Philippines
Governor
Gabriel C. Singson
Temporary Alternate Governors
Romeo L. Bernardo
Rizalino S. Navarro
Advisors
Tirso D. Antiporda, Jr.
Alfredo C. Antonio
Antonio I. Basilio
Jorge Briones
Rafael B. Buenaventura
Corazon de la Paz
Ramon R. del Rosario, Jr.
Renato Diaz
Nestor A. Espenilla, Jr.
Octavio Victor R. Espiritu
Peter B. Favila
Celia M. Gonzalez
Victor Gosiengfiao
Vicente R. Jayme
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Jesli A. Lapus
Ernest C. Leung
Luis C. Liwanag, II
Valeriana S. Parungo
Federico C. Pascual
H.E. Raul C. Rabe
Miguel L. Romero
Renato C. Valencia
Deogracias N. Vistan
Poland
Alternate Governor
H.E. KrzysztofKalicki
Temporary Alternate Governor
Wieslaw Szczuka
Advisors
Jaroslaw Biernacki
Danuta Gotz-Kozierkiewicz
Teresa Grabczynska-Drecka
Mieczyslaw Kaminski
H.E. Jerzy Kozminski
Agnieszka Barbara Rudniak
Jacek Tomorowicz
Ryszard L. Wilczynski
Portugal
Governor
Antonio Jose Fernandes de Sousa
Alternate Governor
Joao Antonio Morais Da
Costa Pinto
Advisors
Helena Maria Franco Bebiano
Rita D. Bessone Basto
Jose Agostinho Martins de
Matos
Nuno Maria Mariano C. Jonet
Jose Joaquim Santos Ramalho
Maria Jose Rocha Vidal
Qatar
Governor
H.E. Abdullah Khalid
Al-Attiyah
Alternate Governor
Moujeb Al-Turki
Advisors
Abdullatif A. Almeer
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Qatar (continued)
Abdulbasit Al-Shaibei
Khalid Bin Ahmed Al-Souwaidi
H.E. Sheikh Abdulrahman bin
Saud Al-Thani
Sheikh AH Bin Abdulla Al Thani
John P. Finigan
Maqbool H. Khalfan
Timothy Patrick Nunan
Taha S. Omar
Qasim Mohamed Qasim
Romania
Governor
Mugur Isarescu
Temporary Alternate Governor
Mihai Bogza
Advisors
Christian Costinel Bichi
Gabriela Caluseru
Maria Constantinescu
Daniel Daianu
Adrian George Grigoriu
Adriana Daniela Marinescu
George Mucibabici
Traian Munteanu
Eugen Traian Radulescu
Gabriela Tudor
Russian Federation
Governor
H.E. Anatoli Chubais
Alternate Governor
Vladimir Panskov
Temporary Alternate Governor
Tatiana Paramonova
Advisors
Alexander Bekker
Maxim Boiko
Vladimir Chekunov
Andrei Filev
Viktor V. Gerashchenko
Nadezhda Ivanova
Andrei Kazmin
Ekaterina Kouprianova
Andrei Kozlov
Mikhail Lopatin

Boris M. Lvin
Sergei Manezhev
Aleksei V. Mozhin
Vladimir Nikishin
Andrei Nikolayev
Ruslan Orekhov
Andrei Paramonov
Yuri Pimoshenko
Alexander Potemkin
Oleg Preksin
Vyacheslav Prokhorov
Tatiana Rodionova
Sergei Rotov
Alexander Rusakov
Mikhail Sarafanov
Irina Savateeva
Andrei Serov
Alexander Shokhin
Konstantin Shor
Aleksei Smirnov
Pavel Smirnov
Andrei Trapeznikov
Dmitri Tulin
Sergei Vasiliev
Andrei Vavilov
Vitali Y. Verjbitski
Andrei Vernikov
Oleg Vyugin
Mikhail Zadornov
Rwanda
Governor
Gerard Niyitegeka
Alternate Governor
Pierre Gakwandi
Advisors
Simon Gatabazi
Jean Marie Vianney Karekezi
Anastase Munyandamutsa
Joseph W. Mutaboba
Mathias Nkuliyingoma
Pierre Ruzirabwoba
Rwanyindo
Justin Uyisenga
St. Kitts and Nevis
Governor
Halva Hendrickson
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St. Kitts and Nevis (continued)
Alternate Governor
Wendell Lawrence
Advisors
Alice B. Alexis
John P. Irish
Laurie Lawrence
H.E. Lee L. Moore
Euphemia Roberts
St. Lucia
Governor
Dwight Venner
Alternate Governor
Zenith James
Advisors
H.E. Joseph Edmunds
R. Daniel Girard
Hon. George Mallet
St. Vincent and the Grenadines
Governor
Hon. John Home
Alternate Governor
Maurice Edwards
Advisors
H.E. Kingsley Layne
Cecily Norris
Wendell Samuel
San Marino
Governor
Hon. Clelio Galassi
Alternate Governor
Hon. Fiorenzo Stolfi
Temporary Alternate Governor
Raffaele Giardi
Advisors
Pietro Giacomini
Roberta Mularoni
Maurizio Murari
Aldo Simoncini
Sao Tome and Principe
Governor
Carlos Quaresma Batista de
Sousa
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Alternate Governor
Arlindo Afonso de Carvalho
Saudi Arabia
Governor
H.E. Sheikh Hamad Al-Sayari
Temporary Alternate Governors
Muhammad Al-Jasser
Abdulrahman A. Al-Tuwaijri
Abdulaziz Al-Orayer
Advisors
Khaled M. Al-Aboodi
Abduldayem Al-Ahmadie
Maher Kassem Al-Awjan
Saleh Eid Al-Huseini
Taymour Abdullah Ali Reda
Ibrahim M. Al-Issa
Abdulaziz Saleh Al-Jarbou
Medlej Al-Medlej
Mohammed Al-Nafie
Sulaiman Al-Olayan
Said Al-Qahtani
Talal I. Al-Qudaibi
Fahd Abdullah Al-Rajhi
Salah Rashed Abdulrahman
Al-Rashed
Ziad Al-Saad
Saud Al-Saleh
Mohammad Al-Shehri
Ali Samir Al-Shihabi
Abdulaziz Al-Turki
Sulaiman Al-Turki
Abdulaziz Al-Wahayeb
Khalid Al-Yahya
Saud Al-Yemeni
Henry T. Azzam
Abdulraouf Suliman Banaja
Wahib Binzagr
El-Refai Kamal Eisa
Elie El-Hadj
Abdullah El-Kuwaiz
Said Hashim
Richard R. Herbert
Oussama A. Himani
Abdulrahman A. Jawa
Jamal Kibbi
Khalil Abdulfattah Kurdi
Melhem F. Melhem
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Saudi Arabia (continued)
Abdulaziz A. O'Hali
Aziz M. Sherif
Andre van Hove
Senegal
Governor
Hon. Papa Ousmane Sakho
Alternate Governor
Mamadou Lamine Loum
Temporary Alternate Governor
Mamadou Woury Diallo
Advisors
Samcidine Dieng
Aliou Faye
Silcarneyni Gueye
Seyni N'diaye
Maguette Wade
Seychelles
Alternate Governor
Patrick Stravens
Temporary Alternate Governor
Abdul-Gafoor Yakub
Sierra Leone
Governor
Steve Swarray
Alternate Governor
Hon. Victor O. Brandon
Advisors
Peter M. Chapman
Brimah Conteh
Kaefen S.T. Kallay
Sayo B. Kanu
Edmond Koroma
J. Sanpha Koroma
Grahame J. Nathan
Christian J. Smith
Singapore
Governor
Teh Kok Peng
Alternate Governor
Lam San Ling
Advisors
Ampalavanar Selvarajah

Zubir bin Abdullah
Slovak Republic
Governor
Vladimir Masar
Advisors
Rudolf Autner
Elena Kohutikova
Eva Kohutova
H.E. Branislav Lichardus
Jaroslav Na'hlik
Vladimir Rigasz
Juraj Sipko
Slovenia
Governor
France Arhar
Temporary Alternate Governor
Marko Kranjec
Advisors
Mojmir Mrak
Irena Nakrep
Borut Repansek
Boris Skapin
Marjeta Sketa
Solomon Islands
Governor
Rick Nelson Houenipwela
Alternate Governor
Gordon Darcy Lilo
Advisor
Janardana Reddy
South Africa
Governor
Christian Lodewyk Stals
Alternate Governor
Estian Calitz
Advisors
Chris J. de Swardt
Zingie Dingani
Higgo du Toit
Elias Links
Jabu Moleketi
C. Rustomjee
B. Setai
H.E. Franklin Sonn
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Spain
Governor
H.E. Pedro Solbes
Alternate Governor
Luis Angel Rojo Duque
Advisors
Sero Alcalde
German Bejarano
Juan M. Burdiel
Joaquin de la Herran
Mendivil
Julio Duran Hernandez
Vicente J. Fernandez
Jose Gasset Loring
Felix Gonzalez Ortiz
Luis Ma. Linde de Castro
Pedro Mejia
Miguel Muniz de las Cuevas
Rosa Puech
Isabel Riano
Teresa Saez
Julio Vinuela
Sri Lanka
Governor
Hon. G.L. Peiris
Alternate Governor
H.B. Disanayaka
Temporary Alternate Governor
W. Hettiarachchi
Advisors
Prasad Kariyawasam
Faize Mohideen
S.L. Seneviratne
Suriname
Governor
H.E. Humphrey S.
Hildenberg
Alternate Governor
Andre Eugene Telting
Advisor
Erick Roy Vaseur
Swaziland
Governor
Derek von Wissell
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Alternate Governor
James Nxumalo
Advisors
Absalom Themba Dlamini
H.E. Mary M. Kanya
D. Masuku
Stephen L. Simelane
Sweden
Governor
Urban Baeckstroem
Alternate Governor
Sven-Olof Johansson
Temporary Alternate Governors
Stefan Ingves
Ake Tomqvist
Advisors
Bengt Ake Berg
Martin Carlens
Jorgen Holmquist
Anders Sahlen
Peter Sandwall
Eva Srejber
Switzerland
Governor
Markus Lusser
Alternate Governor
H.E. Otto Stich
Temporary Alternate Governors
Ulrich Gygi
Daniel Kaeser
Jean-Pierre Roth
Advisors
Roberto F. Cippa
Giovanni Antonio Colombo
Monique Dubois
H.E. Anton Greber
Bernard Jaggy
H.E. Carlo Jagmetti
Heinz Kaufmann
Werner Ch. Keller
Oscar Knapp
Walter Naef
Barbara Schlaffer Bruchez
Marie Elisabeth Veya
David Vogelsanger
Fritz Zurbrugg
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Syrian Arab Republic
Governor
H.E. Mohammed Imady
Alternate Governor
Mohammad Bachar Kabbarah
Advisor
Georges El-Ouzone
Tajikistan
Governor
Anvarsho Muzaffarov
Alternate Governor
Gulomdzhon Dzhurayevich
Babayev
Tanzania
Governor
Hon. Lt. Col. Jakaya M.
Kikwete
Alternate Governor
Idris M. Rashidi
Temporary Alternate Governor
Isaac A. Sepetu
Advisors
E. Bukuku
Hamed R. Hikmany
Donald Jimogi Kamori
Diana Kantabula
Charles S. Kimei
Singo R. Madata
All Mchumo
Omar S. Mussa
John M. Mwendwa
H.E. Mustafa Salim
Nyang'anyi
John Rubambe
Hatibu K. Senkoro
Thailand
Governor
Vijit Supinit
Temporary Alternate Governors
Bandid Nijathaworn
Jaroong Nookhwun
Advisors
Chantavarn Sucharitakul
Chawan Svasti-Xuto

Choopong Pongsudhiraks
Ekachai Chainuvati
Lt. Nophadol Bhandhugravi
Patcharin Limlomwongse
Pin Chakkaphak
Pongpanu Svetarundra
Pol. Capt. Rakjit Mormongkol
Tada Phuthidata
Togo
Governor
H.E. Elom Emile K. Dadzie
Alternate Governor
Jacqueline Freitas
Advisors
Ayaovi Messan Aho
Nakpane Ali-Napo
Adje Amegavi
Assiba Amouzou-Guenou
H.E. Boukpessi Payadowa
Essvi Yona Djokpe
Mahenta Birima Fall
Chief J. Akin George
Badawasso Joseph Gnaro
Rizwan Haider

Lorempo Tchabre Landjergue
Lulu Mensavi Mensah
Djia Kibanda Negbane
H.E. Kossivi Osseyi
Badanam Patoki
Ayewovi Demba Tignokpa
Tonga
Governor
Siosiua T.T. 'Utoikamanu
Alternate Governor
Meleseini Lomu
Advisor
Ofa Ketu'u
Trinidad and Tobago
Governor
T. Ainsworth Harewood
Alternate Governor
Kamal Churaman Mankee
Advisor
H.E. Corinne McKnight
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Tunisia
Governor
Mohamed El Beji Hamda
Temporary Alternate Governors
Ali Chaouachi
Said M'Rabet
Advisors
Laroussi Bayoudh
Slaheddine ben Mahmoud
Ferid ben Tanfous
Moncef El Kaouech
H.E. Azouz Ennifar
Sadok Rouai
T\irkey
Governor
Yaman Toruner
Alternate Governor
Selcuk Abac
Advisors
B. Sen Akman
Bilsel Alisbah
Omer Altay
Selahattin Altier
Ertan Dikmen
Bulent Guven
Aydin Karaoz
Cigdem Koken
Assuntina MacDonald
Melih Nemli
Mehmet Ozdemir
Faik Oztrak
Ufuk Soylemez
Perihan Ucer
H. Can Yesilada
Turkmenistan
Governor
Valery G. Otchertsov
Temporary Alternate Governor
H.E. Halil Ugur
Advisors
Chary Annaberdiev
Serdar R. Bairiev
Uganda
Governor
Hon. Jehoash Mayanja-Nkangi

297

Alternate Governor
Charles N. Kikonyogo
Advisors
Louis Austins Kasekende
Damoni Kitabire
Matthew Henry Martin
Rosemary Mugasha
Keith Muhakanizi
Annette Mulondo Mill'Carol
Ukraine
Governor
Victor Youshchenko
Alternate Governor
Boris Sobolev
Advisors
Anders Aslund
Viacheslav Botvinov
Agha Ghazanfar
Andriy Goncharuk
Oleh Havrylyshyn
Volodymyr Kuznetsov
Ihor Melnikov
Olexandr Nesterenko
Oleg Rybachouk
H.E. Yyriy Shcherbak
Igor Shumilo
Eduard Skryl
Tamara Solianyk
Victor Suslov
Yurry Yakusha
Michael Zynchuk
United Arab Emirates
Governor
The Hon. Sultan Nasser
Al-Suwaidi
Alternate Governor
Mohamed Khalfan bin Khirbash
Advisors
Fadhel Saeed Al Darmaki
Ali Mohammed Ali
Anis Al-Jallaf
ObeidSaif Al Nasseri
Sultan Rashed Ebrahim Saif
Al-Sakeb
H.E. Mohammad bin Hussein
Al-Shaali
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United Arab Emirates (continued)
Wahid Attalla
Humaid Darwish Al-Ketbi
Ahmed M.S. Folathi
Khalifa Mohd. Hassan
D.F. McKenzie
Abdulla Mohamed Saleh
Abdulshakoor Tahlak
United Kingdom
Governor
Rt. Hon. Kenneth Clarke
Alternate Governor
Edward A.J. George
Temporary Alternate Governors
Alan P. Budd
John Drage
Huw Evans
David Peretz
Jon Shields
Sir Nigel Wicks
Advisors
Alan G. Cathcart
Johanne W. Dagustun
Rachel Glennerster
Neil Gregory
Juliette Healey
Andrew Hudson
N.B. Hudson
Mervyn King
James H. Lau, Jr.
Julia F.Y. Leung
Nicholas Macpherson
Michael McCulloch
Brian Quinn
David Richmond
James A. Roaf
David Roe
Andrew Len Tao Sheng
Donald Y.K. Tsang
Anna Wechsberg
Lessie Wei
Matthew Yiu
United States
Governor
Hon. Robert E. Rubin

Alternate Governor
Alan Greenspan
Temporary Alternate Governors
John M. Abbott
Alan S. Blinder
David Lipton
Karin Lissakers
Michael Marek
Jan Piercy
Jeffrey R. Shafer
Lawrence H. Summers
Advisors
William E. Barreda
Carroll Bouchard
Richard S. Carnell
Terrence J. Checki
James H. Fall, III
William R. Ford
Hon. Henry H. Fowler
Timothy Geithner
John D. Hawke, Jr.
Lionel C. Johnson
William J. McDonough
Hon. G. William Miller
Barry S. Newman
Charles Schotta
Edwin M. Truman
Theresa Wagoner
Uruguay
Governor
Ricardo Pascale
Temporary Alternate Governor
Aureliano Berro
Advisors
Javier Bonilla
Walter Calcagno
H.E. Alvaro Diez de Medina
Uzbekistan
Governor
H.E. Mullajanov Faizulla
Makhsudjanovich
Alternate Governor
Rustam S. Azimov
Advisors
Ravshan Gulyamov
Nariman Mannapbekov

©International Monetary Fund. Not for Redistribution

ATTENDANCE—MEMBERS OF FUND DELEGATIONS
Uzbekistan (continued)
Bakhram Salakhitdinov
Vanuatu
Governor
Sampson Ngwele
Alternate Governor
Samson Toara
Advisor
Anatole Hymak
Venezuela
Governor
Antonio Casas Gonzalez
Temporary Alternate Governor
Angel German Utreras Medina
Advisors
Luis E. Berrizbeitia
Carlos Chalbaud
H.E. Pedro Luis Echeverria
Leonor Filardo
Beatriz Grando de Araujo
William Larralde Paez
Clara Pasquali
Nelson Quintero-Muru
Alejandro Reyes
Angel Ruocco
Vietnam
Governor
H.E. Cao Sy Kiem
Temporary Alternate Governor
Phan Manh Hung
Advisors
Nguyen Van De
Vu Xuan Sinh
Assistants
Can Van Luc
Do Tat Ngoc
Do Van Nhein
Nguyen Linh Nam
Phan Duong
Western Samoa
Governor
Hon. Tuilaepa S. Malielegaoi
Alternate Governor
Papali'i Tommy Scanlan
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Advisors
Hinauri Petana
Sir Peter Tapsell
Yemen, Republic of
Governor
H.E. Mohamed Ahmed Al-Gunaid
Alternate Governor
Hon. Alawi Saleh Al-Salami
Advisors
Ali Lutf Al-Thour
Nasser Ali Mabkhout
Jamal A. Numan
Ahmed A. Ghaleb Saeed
Zambia
Governor
Hon. Ronald Damson Siame
Penza
Alternate Governor
Jacob Mumbi Mwanza
Advisors
Donald Chanda
Richard K.E. Chembe
Patrick S. Chiumya
Benny Chundu
Kaitano P. Chungu
H.E. Dunstan W. Kamana
Edwin M. Koloko
Gershom Moses Mumba
Louis Mwale
D.C. Pule
Zimbabwe
Governor
Hon. Herbert Murerwa
Alternate Governor
Leonard Ladislas Tsumba
Advisors
J. Gutu
Remi G.M. Kahari
Stuart Kufeni
Obert Matshalaga
Rosemary Mazula
H.E. Amos B.M. Midzi
J. Mubika
Fudzai Pamacheche
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OBSERVERS, REPRESENTATIVES OF INTERNATIONAL
ORGANIZATIONS, AND SPECIAL INVITEES

Abu Dhabi Fund for Arab
Economic Development
Ahmed Hussein Baqer
African Center for Monetary
Studies
Jean-Marie Gankou
Tsana Fernand Marcel
African Development Bank
Omar Kabbaj
Hedi ben Ameur Meliane
Ferhat Lounes
Peace Ayisi-Okyere
Inga Bjork-Klevby
Alice M. Dear
Claudio di Veglia
Caleb M. Fundanga
Laure Olga Gondjout
Muhima Masumbuko
Koji Narita
Samuel F. Owori
Daniel Gabriel Tembe
Olabisi Oluyemi Ogunjobi
James Ranaivoson
Delphin G. Rwegasira
M. El-Obeid
John A. Hammond
El Hadji Mbengue
Selamawit Yemaneberhan N'Diaye
G. M. Woldu
African Export-Import Bank
Christopher C. Edordu
Timothy M. Whalley
John Washington T. Otieno
Benedict Okechukwu Oramah
Andean Development Corporation
Enrique Garcia Rodriguez
Juan Fernando Posada

Hugo Sarmiento K.
Alexa Leon-Prado
Carmen Elena Carbonell
Arab Bank for Economic
Development in Africa
Ahmed Haiti El Wardi
Mohamed Atta El Mannan El Ageid
Arab Fund for Economic and
Social Development
Abdulatif Yousef Al-Hamad
Hossam Omar
Ismail Tawfiq El-Zabri
Arab Monetary Fund
Jassim Al-Mannai
Paris Bin Garadi
Asian Development Bank
Mitsuo Sato
D.C. Amerasinghe
Tadahiro Asami
Arun B. Adarkar
Rhonda Bresnick
Shoji Nishimoto
Farrokh E. Kapadia
Jun Mizuguchi
Eva L. Relova
Bank for International Settlements
Andrew D. Crockett
Gunter D. Baer
Renato Filosa
William R. White
Peter Dittus
John R. Lowen
Bank of Central African States
Jean-Felix Mamalepot
Jean-Baptiste Assiga-Ahanda
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Gilbert Ntang
Rigobert Roger Andely
Serge-Blaise Zoniaba
Joseph Nyonuchi Maison
Bosnia and Herzegovina
H.E. Neven Tomic
Kasim Omicevic
H.E. Sven Alkalaj
Ekrem Gacic
Sead Kreso
Enes Gotovusa
Zlato Hurtic
Alma Musanovic
Caribbean Development Bank
Sir Neville Nicholls
Marius St. Rose
Center for Latin American
Monetary Studies
Luis Alberto Giorgio
Central African States
Development Bank
Jean-Marie Mbioka
Adoum Malloum
Jean-Marie Omog-Samnick
Central American Bank for
Economic Integration
Jose Manuel Pacas C.
Felix Garrid Safie Parada
Carlos Arturo Sanchez Rendon
Angel Andres Matuty
Maria del Pilar Escobar Pacas
Central American Monetary Council
Manuel Fontecha Ferrari
Central Bank of West African States
Emmanuel Nana
Amadou Bachir
Yacouba Nabassoua
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Common Fund for Commodities
My Huynh-Cong
Common Market for Eastern and
Southern Africa
Bingu Mutharika
Prega Ramsamy
Commonwealth Secretariat
Sir Humphrey Maud
Rumman Faruqi
East African Development Bank
Fabian R. Tibeita
Joram Kariisa-Kasa
Eastern Caribbean Central Bank
Arthur P. Campbell
E. Eustace Liburd
S.C. McHale Andrew
Economic Community of West
African States
Samuel K. Apea
Boubacar Ba
Frank Ofei
Barthelemy Drabo
Rebily David Asante
Economic Cooperation Organization
Shamshad Ahmad
Huseyin Avni Botsali
European Bank for Reconstruction
and Development
Jacques de Larosiere
Ronald M. Freeman
Bart Le Blanc
Nicholas H. Stern
Mark Nicholas Cutis
Noreen Doyle
Ullrich H. Kiermayr
Barbara Ann Clay
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Philippe Richard
Geraldine Jacob
Hermione Smith
European Commission
Yves-Thibault de Silguy
Laurence de Richemont
Enrico Cioffi
Antoine Bloch
Guenter Grosche
Herve Carre
Joly Dixon
Mike Neilson
Delegation of the European
Commission
Peter Bekx
Anne Vorce
European Free Trade Association
Kjartan Johannsson
European Investment Bank
Sir Brian Unwin
Wolfgang Roth
Ariane Obolensky
Claes de Neergaard
Thomas Oursin
Friedolin Weber-Krebs
Jean-Louis Biancarelli
Rex Speller
Terence Brown
Rene Karsenti
Ulrich Damm
Christopher Bearne
European Investment Fund
Georges Leopold Antoine Ugeux
Helmut Kuhrt
European Monetary Institute
Alexandre Lamfalussy
Gert Jan Hogeweg

Food and Agriculture Organization
of the United Nations
David Forbes Watt
Inter-American Development
Bank
Enrique V. Iglesias
Nancy M. Birdsall
Charles O. Sethness
Carlos Santistevan
Inter-American Investment
Corporation
John C. Rahming
Inter-Arab Investment Guarantee
Corporation
Mamoun Ibrahim Hassan
Abdel Magssod Issa
International Fund for
Agricultural Development
Fawzi Hamad Al-Sultan
Jim Moody
Basudev Dahal
Vera P. Weill-Halle
Lenora Ann Grackin
International Labor Office
Michel Hansenne
Katherine Ann Hagen
Ali Taqi
Anthony G. Freeman
Teresa Prada de Mesa
Stanley G. Taylor
Islamic Development Bank
Abdurrahman Nur Hersi
Korkut Ozal
Omar Abdullah Seijiny
Abdul Aziz Jalloh
Mohamed Ennifar
El Mansour Feten
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Latin American Economic System
Manuela de Rangel
Latin American Reserve Fund
Miguel Velasco Bosshard
Nordic Development Fund
Jens Lund Soerensen
Engilbert Gudmundsson
Stella Eckert
Nordic Investment Bank
Jon Sigurdsson
Bengt Dennis
Birgitta K. Kantola
Bert H. Lindstrom
Erkki Karmila
Oddvar Sten Ronsen
Eivind Dingstad
Thorsteinn Thorsteinsson
Heidi Syrjanen
OPEC Fund for International
Development
Y. Seyyid Abdulai
Said Aissi
Jumana A.W. Dejany
Nelly Ruiz
Organization for Economic
Cooperation and Development
Jean-Claude Paye
Salvatore Zecchini
Kumiharu Shigehara
Richard Carey
Robert Ford
Brigid Janssen
Development Assistance
Committee
James H. Michel
Organization of African Unity
Ibrahima Sy
Frederick Yao Alipui
Ngardoumlao Mbondjim Sahndol
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Organization of American States
Osbert Wordsworth Liburd
Palestine Liberation Organization
(P.L.O.)
Mohd. Zuhdi Nashashibi
Fouad H. Sh. Beseiso
Samir Abdallah Saleh
Mohammad Shtayyeh
Hasan Abdel Rahman
Saudi Fund for Development
Abdulrahman Aloraini
Southern African Development
Community
Lengolo B. Monyake
United Nations
Boutros Boutros-Ghali
Jean-Claude Milleron
UN Children's Fund
Ado Vaher
Fay Chung
Frank Dall
UN Conference on Trade and
Development
Roger Lawrence
UN Development Program
Ellen Johnson Sirleaf
Sarah Burns
Tegegnework Gettu
Finda E.M. Koroma
UN Economic Commission for
Latin America and the
Caribbean
Isaac Cohen
Ines Bustillo
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UN Economic Commission for Africa
Kingsley Y. Amoako
UN Educational, Scientific,
and Cultural Organization

Yao Agbo N'De Hounouvi
Soungalo Andre Fayama
World Health Organization
Yuji Kawaguchi

Paul Falzon
UN Industrial Development
Organization
Enrique Aguilar
Michael Davidsen
West African Development Bank
Boni Yayi

World Trade Organization
Renato Ruggiero
Jesus Seade
Evan Rogerson
David Woods
Gary P. Sampson
Clemens F. J. Boonekamp
JeffGertler
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EXECUTIVE DIRECTORS, ALTERNATES,
AND ADVISORS
Executive Directors

Alternate Executive
Directors

Muhammad Al-Jasser
Marc-Antoine Autheman
Jarle Bergo
Luis E. Berrizbeitia

Abdulrahman A. Al-Tuwaijri
Ambroise Fayolle
Eva Srejber
Vicente J. Fernandez

Ian D. Clark

Garrett F. Murphy

Barnabas S. Dlamini

Dinah Z. Guti

Huw Evans
K.P. Geethakrishnan
J.E. Ismael
Daniel Kaeser
Alexandra Kafka

Jon Shields
W. Hettiarachchi
Latifah Merican Cheong
Danuta Gotz-Kozierkiewicz
Alberto Calderon

Willy Kiekens

Johann Prader

Yves-Marie T. Koissy

Alexandra Barro Chambrier

Giulio Lanciotti
Karin Lissakers
Hachiro Mesaki
Abbas Mirakhor

Nikolaos Coumbis
Barry S. Newman
Toshihiko Fukuyama
Mohammed Dairi

Carlos Saito

A. Guillermo Zoccali

Stefan Schoenberg
A. Shakour Shaalan

Bernd Esdar
Yacoob Yousef Mohammed

Dmitri Tulin
Ewen L. Waterman
J. de Beaufort Wijnholds

Aleksei V. Mozhin
Jung-Ho Kang
Oleh Havrylyshyn

Zhang Ming

Wei Benhua

Advisors to Executive
Directors
Melhem F. Melhem
Pierre Cailleteau
Benny Andersen
Mario B. Aleman
Javier Guzman-Calafell
Sean O'Connor
Roderick Rainford
Patrick A. Akatu
J. Mills Jones
Yasmin Patel
Ramalinga Kannan
Khamsouk Sundara
Roberto F. Cippa
Joan John
Helio Mori
Akos Cseres
Jiri Jonas
Abdel Rehman Ismael
Bernard Konan
Simon N'guiamba
Jean-Christian Obame
J.C. Martinez Oliva
John M. Abbott
Toshio Oya
Meekal A. Ahmed
Hassan Golriz
Jose Justiniano
Jorge Leiva
Ruediger von Kleist
Samia S. Farid
Salam K. Fayyad
Toufic K. Gaspard
Andrei Vernikov
Murray Petrie
Yossi Margoninsky
George Mucibabici
He Jianxiong
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LIST OF ABBREVIATIONS USED
AFTA
APEC
AsDB
ASEAN
BIS
CARICOM
COMECON
EBRD
EC
EFF
EMS
EMU
ERM
ESAF
EU
GAB
GATT
GCC
GDP
GEF
GNP
IBRD
IDA
IDB
IFC
ILO
IMF
MERCOSUR
MIGA
NAFTA
NGO
ODA
OECD
PHARE
UN
UNESCO
WTO

ASEAN Free Trade Area
Asia Pacific Economic Cooperation
Asian Development Bank
Association of Southeast Asian Nations
Bank for International Settlements
Caribbean Community and Common Market
Council for Mutual Economic Assistance
European Bank for Reconstruction and Development
European Community
Extended Fund facility
European Monetary System
Economic and monetary union
Exchange rate mechanism
Enhanced structural adjustment facility
European Union
General Arrangements to Borrow
General Agreement on Tariffs and Trade
Gulf Cooperation Council
Gross domestic product
Global Environment Facility
Gross national product
International Bank for Reconstruction and
Development
International Development Association
Inter- American Development Bank
International Finance Corporation
International Labor Organization
International Monetary Fund
Southern Cone Common Market
Multilateral Investment Guarantee Agency
North American Free Trade Agreement
Nongovernmental organization
Official development assistance
Organization for Economic Cooperation and
Development
Poland and Hungary Assistance for Economic
Restructuring
United Nations
United Nations Educational, Scientific, and
Cultural Organization
World Trade Organization

Note: Throughout this book the $ symbol refers to U.S. dollars. Other dollar currencies
are identified by preceding initial(s).
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