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Introduction

This year�s Annual Meetings follow hard on the heels of the UN�s Millennium Summit which
earlier this month brought together more world leaders than any other meeting in history - 149
Heads of State or Government. The Summit re-affirmed key UN Targets for halving world
poverty, action against HIV/AIDS, ensuring universal primary education and improving the
health of mothers and children.

The importance of this unprecedented unanimity within the international community about our
core development objectives should not be underestimated. It provides a central focus for our
efforts, and reminds us how much still has to be done. We must ensure that developing countries
that are committed to meeting these targets are given the support they need to carry forward the
reform that will enable them to meet the targets.

Over the past two years, the World Bank and IMF have gone through fundamental changes. We
have made substantial progress on debt relief and launched a fundamentally new approach to
development which puts developing countries committed to poverty reduction at the centre. Our
discussions at these Annual Meetings must continue this work.

In this time of increasing globalisation, we must also get to grips with problems which go
beyond national borders. In late November, the UK Government will be publishing a new White
Paper on Globalisation and Development. We hope this will provide a useful contribution to the
debate about how our increasing interdependence, the increased flows of capital, trade,
information can be managed to achieve a systematic reduction of poverty worldwide.

Poverty Reduction and Global Public Goods

We welcome the opportunity for Governors to have a discussion on Poverty Reduction and
Global Public Goods (GPGs). This is an increasingly high profile issue and an area where the
World Bank is well positioned to take  a lead.

Action to limit the spread of communicable diseases and environmental degradation are critically
important for all of us, particularly for the poor who suffer the most and are least able to protect
themselves. By their very nature, GPGs tend to be under provided. The international community
needs to look carefully at where the gaps are and how best to address these. Many GPGs are in
fact regional public goods. There is a lot of work still to be done on which regional and
international public goods are priorities for poverty reduction and how best to tackle their
increased provision. The UK is supporting the UNDP led study into operationalising the concept
of GPGs and the links to poverty reduction.

Until we know more it is premature to take firm decisions about the World Bank�s role. The
paper prepared for the Development Committee makes a useful contribution to this debate and
begins to set out a framework. We strongly endorse the recommendation that the World Bank
should take a selective approach and be guided by its development and poverty reduction
mandate. We must also take heed of the lessons learned about effective assistance at the country
level, including the importance of a demand-led approach, selectivity based on comparative
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advantage and the need for an appropriate policy and institutional framework. Some of the GPGs
will require enormous funds. We must ensure that a proper focus by the World Bank on these
issues does not eclipse other critical development priorities.

We need to develop effective management of accountability arrangements for GPG initiatives to
ensure that all countries can participate effectively and that scare resources are used to maximum
effect. There are some useful models in existing GPG initiatives, such as the Global Environment
Facility, although arrangements will need to be tailored to the specific issue and circumstances in
question.

We also welcome the commitment to build collaborative partnerships at the international level.
This is particularly vital in the GPG context. In some areas other international institutions have
specific mandates which the World Bank must respect. If these institutions are not able to fulfil
their mandates effectively then we should look at whether this can be resolved, rather than
assuming the World Bank should take on the lead. We will also need more innovative public-
private partnerships. Initiatives such as the Global Alliance for Vaccines and Immunisation are
an encouraging sign of what can be achieved.

We endorse the proposal in the paper for further consultations at Board level in the coming
months, with a report back to Governors at the Spring Meetings. Between now and then, we need
to look in particular at the financial and institutional implications for the World Bank of
increased involvement in this area. The Bank is a global institution with an outstanding ability to
mobilise support and resources at this level and it is a leading international source of
development knowledge. However, its structure and financial instruments are built around
country level interventions. We will need to consider carefully what changes are appropriate to
facilitate interventions beyond this level, and how to ensure that these remain grounded in the
Bank�s primary, country-focused work. We also need to look at the financial implications. The
Bank has very limited funds at its disposal for grant financing and any proposal to increase this
capacity needs to take account of other sources of grant-based development assistance and be
addressed in the context of a broader discussion about the Bank�s strategic direction.

Heavily Indebted Poor Countries (HIPC) Initiative

One year on from agreeing the revisions to the HIPC Initiative, ten countries have reached
Decision Point, and one has completed the process. More than $21 billion of debt relief has been
agreed, including $16 billion from the HIPC initiative. The resources this has freed up are a
welcome injection to the resources available for tackling poverty in these countries.

More HIPC countries have made progress in demonstrating their commitment to the poor -
implementing pro-poor policies and reforms, and developing their poverty reduction strategies.
We welcome the Joint Statement by the President of the World Bank and the Managing Director
of the IMF which underlines the commitment of the World Bank and IMF management and staff
to work with those countries which could potentially qualify this year, to do everything possible
to bring 20 countries to their decision point by the end of the year.  We would be happy to see
streamlined documents for Board discussion of country cases to avoid delaying this process,
provided that all relevant issues were covered.  We urge our fellow Board members to focus on
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the key conditions - those that are critical to poverty reduction.  We need to be flexible so that,
where we have a reasonable level of confidence that debt relief will benefit the poor, countries
start to receive their relief as quickly as possible. We look to HIPC countries to establish
accountable and transparent public expenditure systems to demonstrate where resources are
being spent.  This is critical to demonstrate that relief is being spent on poverty reduction, and to
attract additional budgetary support from donors.  We urge those whose systems need
strengthening to make every effort to do so quickly, drawing on assistance where necessary.

There is some unfinished business if we are to ensure that the enhanced HIPC initiative is
implemented effectively.  The initiative is a global response to the problem of unpayable debt in
the poorest countries, and it requires everyone to play their part.  It is essential that each creditor
- bilateral and multilateral - delivers their debt relief fully and in good time.  We have been able
to make good progress in the last few months in agreeing how the resources for the multilateral
institutions will be secured.  Each of us now needs to turn our pledges into firm commitments.

It is with concern and regret that we note that many countries are unable to qualify for their debt
relief because of their continuing or recent involvement in conflict. We urge these countries, and
all with influence over these conflicts, to make every effort to reach a lasting peace, without
which poverty reduction is impossible.

Looking ahead, it is essential that countries who have progressed through HIPC do not become
trapped again in a vicious circle of increasing debt and increasing poverty.  The work done by
World Bank and IMF staff shows that the debt sustainability of some countries is fragile, with
their debt levels rising well above current HIPC thresholds under possible, and, in a few cases,
even probable, scenarios.  More work needs to be done on how the international community
might assist countries to respond to external shocks, so that countries do not acquire further
unpayable debt. Efforts will be needed to strengthen debt management, together with more
disciplined lending and borrowing practices on all sides.

Poverty Reduction Strategies

We welcome the energy and commitment shown by many countries in taking forward the
development of their poverty reduction strategies, and the valuable work undertaken by the
World Bank and the IMF to make this approach a success.  There are many tensions and
challenges involved in making this work. But the prize - increasing the effectiveness of our
efforts to tackle poverty and the prospects for achieving the International Development Targets -
means that we should not be deterred.

These are still early days, and most of the strategies that have been presented to the Boards have
been interim ones.  We welcome the efforts of the World Bank to listen to the views of others on
how the process is evolving, as well as taking forward its own work.   It is clear that there are
areas to which we will need to give greater attention in future.  These include governance, both
in terms of the areas of policy which are analysed and addressed, such as access to justice, and
political representation for the poor, and also issues around the process - the PRSP process must
create the political space for the building of true partnerships and genuine commitment to
poverty reduction.
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In many of the strategies, only passing references have been made to sustainable development.
However this is clearly critical if countries are to achieve lasting poverty reduction.
Environmental issues need to be more fully integrated in the strategies. This should be possible,
given that the principles of national strategies for sustainable development (nssds) are common
to those of CDF and PRSPs.  It is important that all existing and developing poverty strategies,
national vision statements, sector strategies, nssds and any other plans converge so that a country
can tackle poverty reduction in a coherent and manageable way.

Comprehensive Development Framework

From the outset, the UK has been a strong supporter of the concept underlying the CDF.  A
broad vision of development, encompassing social factors and governance as well as economic
factors, country ownership based on participatory processes, improved donor coordination and
measurement of progress are all key to the reduction of poverty. These principles are as
applicable to the PRSP process as to the CDF, making the two complementary.  While the PRSP
focuses on the near-term, the CDF focuses on the 15-year time horizon which relates to
achievement of the International Development Targets.

We welcome the Progress Report on the CDF and particularly the way that it addresses the key
issues which are emerging from experience in pilot countries. We very much agree that, in
designing our programmes of support, donors should take their lead from countries� own poverty
reduction strategies. Country Assistance Strategies should become business plans, setting out
how the donor in question intends to help the country implement the needs and priorities it has
identified. Open and systematic consultation by donors on their plans will help to ensure more
effective coordination. The Report also highlights the importance of donors being selective in
their assistance, basing this on their comparative advantages.

We agree, too, on the need for monitorable indicators - in both the CDF and PRSP processes - to
measure progress towards our shared objective of poverty reduction. The International
Development Targets provide a good framework for this.

Supporting Country Development: World Bank Approach and Instruments in Low and
Middle Countries

We welcome the paper prepared for the Development Committee on Supporting Country
Development which reinforces the key messages in the PRSP and CDF papers and sets out in
more detail what this means for the World Bank�s approach and instruments in low income
countries.

To respond to the new CDF/PRSP environment, it is urgent that all donors - both multilateral and
bilateral - make serious efforts to move forward on harmonisation of policies, procedures and
practices. The current situation ties up too much of the skills, expertise and administration
capacity of developing countries, unnecessarily constraining the energy and resources that could
be better directed towards lifting people out of poverty.
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The new approach also means fitting financing into countries� own budget cycles and making
much longer term commitments which match countries� own policy commitments. We need to
move towards a long-term contract with the poorest countries, providing finance for good
poverty reduction strategies and eschewing detailed and ex-ante conditionality.  The World Bank
must take a lead in this process. To this end we strongly support the new Poverty Reduction
Support Credit. This will allow the Bank to link financing directly in support of countries
poverty strategies. But we also believe multi-year commitments would be more effective that
annual credits. Where a country�s financial and institutional mechanisms are not yet sufficiently
robust, appropriate assistance should be offered to help address this.

Over the last year, we have seen improvements in how the World Bank and IMF work together,
but there is no room for complacency. The clearer division of responsibility which we now have
must in no way be seen as a signal  that the IMF can withdraw from its understanding of
structural issues and their impact on stability, growth and poverty reduction. We look forward to
continuing discussions on the respective roles of the World Bank and IMF in implementing and
monitoring Poverty Reduction Strategies.

Many of the same issues apply in middle income countries. Poverty remains entrenched in many
middle income countries and the role of the Bank must be to tackle the systemic and structural
issues that are preventing the poor from contributing to and benefiting from growth. It is also
important that the World Bank has in place effective graduation strategies. These must
demonstrate that, for richer countries, World Bank lending is in the right sectors and using the
appropriate instruments to tackle poverty reduction. We also urge the Bank to take forward ideas
for performance based allocations which build on those in use in the IDA countries. We endorse
the work planned by the new Task Force on the World Bank Group Strategy for Middle Income
Countries and we look forward to a substantive discussion on these important issues once the
Task Force has reported.

International Financial Architecture

We have followed closely the work of the World Bank on financial architecture over the last six
months. Tackling the systemic issues in the financial sector is important not just for international
financial stability but also to support savings, investment and growth in the poorest countries.
We welcome the work of the Financial Sector Assessment Programme. This deeper
understanding of financial sectors in developing countries must provide a foundation for
continued engagement and capacity building support by the international community, with the
Bank Group taking a lead through policy based lending and stronger partnerships with providers
of technical assistance. The IFC must also work harder to support financial sector reform.
Approaches to the financial sector in low-income countries must embrace a wide understanding
of the informal and formal sectors and the issues which are preventing financial services from
extending to the poor.

The development of new codes and standards, covering macro-economic policy and data
transparency, institutional and market infrastructure, financial regulation and supervision,
continues to form an essential component of the new financial architecture. The Bank have
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rightly taken the lead in areas of their own competence and are opening up the development of
the codes in their remit to proper and widespread consultation.

These new standards provide a clear benchmark for developing countries on the standards which
their policy processes and financial sector should meet for successful integration into world
capital markets. At the same time, they also provide an impetus for strengthening domestic
financial systems with direct domestic benefits. But adoption of common codes and standards in
countries at widely different stages of financial development clearly requires careful
consideration of timing, sequencing and appropriateness. Setting out an appropriate pathway
through the standards must now be the priority. Fund surveillance drawing, as it should, on
expertise of the World Bank, has a key role to play in helping countries to prioritise their
ongoing work on codes and standards. Many poorer countries will require significant support for
institutional development in order to move along this path.

Conflict Reduction and Security Sector Reform

As part of a comprehensive approach to poverty reduction and sustainable development
embodied in the PRSP and CDF frameworks, we believe there must be increased international
attention to conflict prevention and reduction, post-conflict assistance and security sector reform.
The World Development Report 2000 highlights the importance of these issues, particularly for
the poor. People need to be safe and secure in order to improve their livelihoods. Evidence from
participatory poverty assessments indicates that the poor are particularly vulnerable to ill-
disciplined and lawless security forces. Security sector reform is a critical element in a broader
conflict reduction agenda.

We believe the World Bank has an important contribution to make in taking this agenda forward,
in particular through its work on sound governance and public expenditure management and the
work of its Post-Conflict Unit. We welcome the new Operational Polices on Development
Cooperation and Conflict. We would like to propose a discussion on experience with practical
implementation of these policies at the next Spring Meetings.

Trade and Development

We are all aware of the crucial part that trade has to play in unlocking the potential of developing
countries for economic growth and poverty reduction.  At the last Spring Meetings, we had a
useful exchange on this.  We highlighted the importance of the World Bank mainstreaming trade
in its country programmes. We now look to the Bank to commit the necessary intellectual and
management resources to this.

We agreed, too, that the World Bank, IMF and WTO should work together with others to help
develop an effective programme of capacity building for trade.  Some progress has been made
since then in the context  of the Integrated Framework, but much remains to be done.   The
World Bank, IMF, WTO and the rest of the international community must intensify their efforts
to act in a co-ordinated way in order to enable all developing countries to carry out trade policy
reform, to build capacity for negotiations, and to participate effectively in the WTO.
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Education for All

We need to build on the strong political commitment by national governments and the
international community to the goals of education for all, which were re-affirmed at the Dakar
World Education Forum in April. Education is at the heart of development, but real progress
towards education for all will only be achieved and sustained within well-defined, country-
owned strategies for the sector, firmly set within broader development and budgetary
frameworks. We are wary of interpretations of the Framework for Action agreed at Dakar which
imply separate funds for education, new mechanisms and new conditionalities. We will continue
to argue that the way forward is to ensure that education, and basic education in particular, is
given the priority it deserves within PRSPs.

Social Policy Principles and Core Labour Standards

At the last Spring Meetings, we noted the lack of progress in getting agreements to further work
on the social policy principles and good practice in the UN.  At the �Copenhagen Plus 5�
Summit in Geneva in June, the reluctance of some countries to address these issues became
apparent. Despite the difficulties and the sensitivities around an international approach to social
policy, we believe that we must tackle these issues seriously if we are to make development
policy relevant to today�s world.

We recognise that core labour standards are particularly controversial for some countries. But
these are at the very heart of the debate about an international response to social policy in the
context of globalisation.  For our part, we see the paramount necessity of eliminating exploitative
child labour - and do not doubt that everyone here at these Annual Meetings would agree with
this - but we are clear that policy responses such as trade sanctions or conditionalities would be
harmful and counterproductive. We also believe that freedom of association and of collective
bargaining are crucial aspects of basic human rights and good labour relations and should be at
the centre of policy to promote economic growth and poverty reduction.

We appreciate the crucial role often played by the World Bank in helping us all to develop an
understanding of difficult issues in a development context, and to set a challenging agenda that
helps to raise all our standards.  We would therefore like to call on the Bank to help take forward
our thinking about the role that the core labour standards can play in development. This work
should be undertaken in collaboration with a wide range of partners in different regions of the
world, including business, civil society and trade unions in developing countries. We believe that
all these partners would welcome greater clarity in this field.

Financing for Development

The process which the UN has launched to consider the different sources of Financing for
Development provides the opportunity to turn the international consensus about objectives for
sustainable development and poverty reduction into a consensus about the mobilisation of
resources required to achieve those objectives.  The UK is committed to its success.  The active
participation of the Bretton Woods Institutions, particularly the World Bank, is essential, both to
bring their expertise and experience into the process of deliberation and to ensure that the
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conclusions of the final high-level event are operationalised effectively.  We are pleased that the
World Bank is already working closely with the organising Bureau for Financing for
Development, and that the Preparatory Committee, which resumes in New York on 4 October, is
to discuss the participation of the IMF.

IBRD�s Financial Capacity

We note that the situation regarding IBRD�s long-term financial capacity has not changed
materially since the Spring Meetings. We agree that the situation should remain under review in
the context of the Institution�s evolving role.  We agree that, in the short term, World Bank
management should explore options for better use of existing capital resources and, in particular,
increasing the usability of paid-in capital.

Conclusion

We are at an important juncture in our efforts to achieve the International Development Targets.
For the sake of the one in five people in the world still living in extreme poverty we must ensure
that they are met.


