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This meeting of the Development Committee takes place a few weeks after the 
UN Conference on ‘Financing for Development’. The Conference delivered a very 
balanced message, in which development is seen as a joint responsibility of developing 
and of developed countries, and confirmed the widespread consensus on the adoption of 
the Millennium Development Goals (MDGs) as common objectives of development 
policies. This spirit of collaboration produced a commitment on the part of the US and 
EU to increase substantially the volume of aid to facilitate the attainment of the MDGs.  

 
We appreciate the opportunity to discuss the role of the Bretton Woods 

Institutions (BWI) in implementing the “Monterrey Consensus”.  This Committee can 
play an important role in monitoring the progress to achieve the goals. In Ottawa we 
stressed the need to strengthen its role in discussing key topics of the global development 
agenda and in addressing issues of policy coherence. We are confident that our new 
chairman, Mr. Trevor Emanuel, will provide great impetus to this process.  

 
Deploying aid effectively to attain the MDGs: the role of the World Bank   

Current circumstances offer a rare opportunity to improve aid effectiveness. The 
international community has established a set of common objectives and agreed on a set 
of principles to guide development policies. We appreciate the work by the World Bank 
on development effectiveness. It is now necessary to translate these broad principles and 
objectives into concrete actions and specific targets. Setting commonly agreed goals is a 
powerful instrument to solve coordination problems and mobilize resources, but only if a 
framework of procedures is put in place to systematically monitor progress towards 
achieving them and to evaluate the policies adopted to pursue them. The World Bank can 
greatly contribute to creating this framework, together with other main stakeholders, and 
we recommend that this topic be thoroughly discussed at the next meeting of this 
Committee. Three issues merit particular attention: how can policies designed to achieve 
the MDGs be fully incorporated into country strategies; what can be achieved through 
global initiatives; and how can collaboration and policy coherence among development 
partners be enhanced to achieve the MDGs and  further improve aid effectiveness.  
 
Country strategies and policies to achieve the MDGs  
 

Actions to pursue the MDGs will have to be framed within the CDF/PRSP 
approach, as country ownership is crucial for the success of the initiative and the PRSP 
has proven to be a very valuable instrument. The BWI, through their policy dialogue with 
individual countries, should assess the consistency of the policies and actions with the 
Goals. Peer pressure from regional groupings of countries could also play an important 
role. In this regard, we see the NEPAD initiative as a significant step towards increased 
ownership by African countries of their development strategies. Countries that do not 
formally follow the PRSP approach should be encouraged to develop their own programs 
to achieve MDGs and other relevant outcomes. In all cases, to allow proper monitoring of 
the process, each Country Assistance Strategy should explicitly report on the progress of 
the country in achieving the Goals.  
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As to the principles for the allocation of aid, we fully agree that the main criterion 
should be the quality of the policies adopted by the country. At the same time, we cannot 
ignore the reality that if we were to concentrate our assistance only on poor good 
performing countries, we might allocate aid flows to a relatively small number of 
countries, also raising issues of absorptive capacity and macroeconomic imbalances   
while  failing to address the problems of the vast majority of the world’s poor.  Many of 
the poorest of the poor live in countries with weak institutions and policies. The World 
Bank is studying how to operate in these countries and we recommend specifically 
addressing this issue at the next meeting of the Development Committee.  
  

Efforts to achieve the MDGs should also be intensified in middle income 
countries (MICs), which are home to over 85 percent of the total world population living 
on less that $2 a day. Problems of income inequality and uneven regional development 
often prevent poverty reduction even in fast growing economies. Domestic resources 
should be the primary instrument to address these problems. In parallel, the World Bank 
should review its policies and instruments to finance social programs in MICs. One 
possibility could be differentiation of prices in lending products achieved through a 
combination of lending and grants. This approach, which is already being tested, could be 
streamlined through partnership arrangements with donor countries. For instance, Italy 
has recently scaled up its involvement in social programs in Argentina, through soft loans 
with a very high grant component.  
  

Finally, HIPC countries. So far the debt initiative has reduced by  two-thirds the 
debt stock of these countries and freed resources for expenditures other than debt service 
by 1.3 % of GDP. A deterioration in the conditions of these countries would jeopardize 
the possibility to deploy these resources to attain the Goals. Primary responsibility rests 
with HIPCs themselves. Nevertheless, additional funding could be provided case-by-case 
to top up debt relief at the completion point within existing guidelines. With regard to 
financing, further progress has been made, but we regret that few commercial creditors 
and only some non-Paris Club bilateral creditors have agreed to provide debt relief under 
the HIPC Initiative. Italy is already writing off all its claims. 
 
 IDA is essential to the pursuit of the Goals. We are ready to consider the use of 
grants in IDA, especially for the poorest countries and for operations in sectors with 
regional and global externalities, or where returns are uncertain and only occur in the 
long-term. At the same time, we are against fundamentally changing the nature of IDA as 
a lending institution, which has proven to offer important advantages and positive 
incentives for borrowers. We encourage a step-by-step, pragmatic approach which builds 
on actual outcomes and results. 
 
Global actions and programs and the EFA initiative 

Actions to pursue the MDGs at the country level should be accompanied by 
complementary global initiatives, especially in the areas with strong international 
externalities, as in the financial sector, health, the environment, trade policies, and 
knowledge. It is important that the Bank better clarify the interaction between these 
initiatives and the country programs in pursuit of the Global Public Goods (GPG).  
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Italy has demonstrated its interest in and commitment to the GPG theme through 

various initiatives, including the contributions to the Global Health Trust Fund and to 
international efforts at exploiting new technologies. Most recently the Italian government 
has agreed to become a founding member of the Development Gateway and has recently 
organized an International Conference in Palermo to promote the use of new technologies 
for e-government. 

 
 We are pleased with the progress in the FSAP program and in the application of 

the ROSC modules. We strongly support the integration of anti-money laundering 
(AML) and combating the financing of terrorism (CFT) issues in all FSAP and ROSC 
documents and we reiterate the need to enhance technical assistance and intensify the 
global dialogue in the implementation of the AML/CFT legal framework.     

 

The Action Plan for accelerating progress towards Education for All (EFA) is an 
important opportunity to create a new partnership among developing countries, donors, 
MDBs, and UN agencies around a key objective. We strongly support the proposed 
‘development compact’ for EFA and the target of universal completion of primary 
education. The World Bank Group can play a very important complementary role to the 
one of other agencies. We should fully exploit the Bank’s comparative expertise in 
formulating multi-sector approaches to ensure that education programs and projects fit 
well into and are coordinated with each country’s broader development agenda. 

 
Success will depend on a joint effort by many different partners, multilateral 

donors, and the civil society - as NGOs play a critical role in the EFA process. 
Partnership arrangements and provisions for harmonization of procedures and policies 
among the World Bank, UNESCO and other key partners should be decided soon. The 
EFA strategy must also expand on ways to align private sector initiatives for education 
with the broader EFA approach. Regarding financing mechanisms, our preference is for 
better leveraging the existing ones and for further exploring ways to enhance 
contributions from the private sector. Prior to creating additional trust funds for 
education, we should assess the risks associated with the proliferation of multiple sources 
of funding. Finally, we are in favor of gradually eliminating user fees in primary 
education, which however requires identifying alternative sources of revenues,  and we 
support ‘fast-tracking’ of operations on a pilot basis. 

 
Improving coordination and aid effectiveness 

We must strengthen coordination among MDBs to join forces in supporting 
countries’ efforts at reaching the MDGs and to ensure a better use of available resources. 
We appreciate the effort of the World Bank to collaborate with all regional development 
Banks through Memoranda of Understanding (MoU).  Coordination at the country level 
should also be achieved in the preparation of assistance strategies. We recommend 
expanding the use of MoUs to formalize the coordination also with UN agencies.   
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Harmonization of processes and procedures is crucial to reduce costs and improve 
the effectiveness of all development efforts. We support holding a high level meeting 
during 2003 with the participation of bilateral and multilateral donors and the recipient 
countries. 
 
 To assess effectiveness, the focus should be on results. We welcome the World 
Bank’s work on how to better measure, monitor, and manage for results. We look 
forward to the development and implementation of outcomes-based initiatives and to the 
development of real-time leading indicators of outcomes. However, output-based aid 
schemes can be applied with success only in the presence of well-functioning institutions 
aimed not only at promoting competitiveness but also at ensuring a minimum quality 
standard in terms of the overall impact of the scheme. Appropriate prerequisites - such as 
competition disciplines and regulatory bodies, and monitoring systems - should be 
identified and put in place before expanding private participation in delivering social 
services. Finally, the institution-building aspect of development assistance remains a 
crucial ingredient for sustainable success.   

 
Trade liberalization and aid mobilization 

We support the implementation of the trade agenda and we endorse the call for 
expanding market access. We are committed to fully carry on the commitment made in 
Doha, although we are concerned that recent actions moving in the opposite direction 
could undermine the support for trade liberalization in our countries. The World Bank 
can greatly contribute to ensure an adequate supply-side response to possible trade 
liberalization by fostering investments in infrastructure to facilitate market access, 
creating a more favorable business environment for foreign and domestic investment, and 
providing technical assistance to improve the effectiveness of developing countries’ 
participation in trade negotiations. Regional trade agreements are useful intermediate 
steps towards wider liberalization and the Bank should assist countries in developing the 
institutional and physical infrastructure for regional co-operation.  
 

Finally, we are fully aware that implementing this comprehensive strategy is 
costly and requires a lasting financial commitment.  The EU has committed to reach 
0.39% collectively as an intermediate target by 2006. We should also continue to look for 
additional and alternative sources of financing. A sustainable source of funding is vital to 
ensure stable aid flows, which in turn is a crucial factor, as much as the level of aid, for 
improving aid effectiveness. 

 
In Monterrey, Italy proposed to explore the idea of introducing fiscal incentives to 

encourage contributions to development programs. The de-tax would supplement, not 
replace, the commitment made by the EU member states to increase their budgetary 
contribution in form of development aid towards the 0.7%. This proposal would elicit 
private sector contributions to finance projects on a voluntary basis. The role of the 
government would be to guarantee that the funds collected through fiscal incentives are 
effectively devoted to the agreed initiatives.  
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The role of the Development Committee in furthering the Monterrey Consensus  
Issues of policy coherence have become progressively more important with the 

proliferation of global initiatives, in areas such as financial crime and financial instability, 
infectious diseases, environmental problems, post conflict issues, and the digital divide. 
In all those areas it is often difficult to draw the line between the competence of the 
various institutions. Clear criteria for partnerships are required. The urgency to address 
these problems will be heightened by the increased role that the World Bank will have in 
operating with grants and not only as a lending institution.  Furthermore, as additional aid 
is committed by a multiplicity of donors, the need to achieve multilateral aid coherence, 
and to strengthen partnerships has become even more critical.  

 
The Financing for Development Conference highlighted issues of coherence and 

the need to improve global economic governance. We believe that any such improvement 
should aim at strengthening existing institutions and fora, rather than creating new ones. 
In this the Development Committee can play a key role. The most pressing need is 
properly monitoring progress in the implementation of the ‘Monterrey Consensus’. We 
appreciate the improvements made already for this session of the Committee in the 
background documentation but they fall short of what is needed to really follow up on 
our commitment. The monitoring could range from the status of implementation of 
MDGs, to progress on trade liberalization, to an evaluation of MDB’s programs and those 
of bilateral official development assistance.  

 
The Monterrey Consensus includes commitments on the relationship between the 

BWI and ECOSOC. These collaborations can improve overall global economic 
coherence. The Meetings between these institutions could concentrate on a review of the 
activities jointly conducted by UN agencies and BWI in areas such as health, education, 
and post-conflict. These meetings should assess policy coherence and proper institutional 
coverage in various areas, and identify gaps or overlaps in the operations of international 
agencies. 

 
 


