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During the last three to four decades of late 20" century, foreign direct investment and
development finance from the developed countries and various international
organizations played important roles for economic development. However, the situation is
gradually changing, as some countries have successfully developed their economies,
graduated from a status of “recipient countries” and emerged as new donors, while
most of the developed countries have been buffeted by one crisis after another. Although



the Monterrey Consensus is still adhered to by the international community, it may be
difficult for the developed countries to increase aid amid difficulties caused by the
financial crises. Therefore, it is important that alternative ways to fill development finance
gaps of the developing countries be examined in order to achieve the goal of poverty
reduction. The first issue is with regard to “emerging donors”. It is expected that the
financial flows from the “emerging donors” will substitute for traditional development
financing mechanisms. However, this “substitution” is not without controversy because
it is perceived that the policies and guiding principles of emerging donors are different
from the traditional donors. The controversy arises because the perception is that
emerging donors will undermine the regime of international cooperation and reduce aid
effectiveness. One reason is that emerging donors tend to bypass the standard
conditions that accompany aid packages, e.g. implementation of important economic
reforms. This issue has to be studied more closely to determine whether the perception
is correct. One can examine whether a cooperative and constructive relationship can
be developed among the two types of donors toward the same goal. The second issue is
on how to mobilize resources in the developing countries in place of those from the
developed countries. This question is particularly relevant in Asia where some countries
have huge amount of savings. Private investments are gradually playing important roles in
financing the development, whereas there are growing concerns over less regulated
financial markets. The way to maximize development gains from private capital inflows, at
the same time to tame its volatility, should be explored. The emerging phenomenon of
micro—finance and recently, micro—insurance, which basically represents the response
and strategy employed by the private sector and civil society in addressing the
investment and consumption constraints faced by informal enterprises and numerous
micro—economic agents is an interesting issue. This phenomenon rides largely on the
back of public (government)—private cooperation with some incipient assistance from
traditional donors. The third issue is the development impact of overseas workers
remittances. In some countries, like the Philippines, workers’ remittances from abroad
are one of the major sources of the foreign currency reserves. It has also been reported
that those remittances are the source of liquidity especially in the countryside that has
enabled local residents to start micro—enterprises, improve their homes and even build
new houses. But have overseas remittances really some positive development impacts?
The transmigration of workers has immense impacts to both home and host countries. To
examine them may lead to significant implications for the policies of labor market
liberalization or regulation. However, what is more important for this session will be to
identify mechanisms to translate remittances into investment and make it a tool for
development finance. The session aims at examining possible policy recommendations on
diversification of development finance based on the issues above.
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