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NOTE ON THE SIXTY-FIFTH MEETING 
OF THE DEVELOPMENT COMMITTEE 

 
 
 
 
 The Joint Ministerial Committee of the Boards of Governors of the World Bank and the 
Fund on the Transfer of Real Resources to Developing Countries – the Development Committee 
– held its sixty-fifth meeting on April 21, 2002, in the Preston Auditorium of the World Bank in 
Washington D.C.  The meeting consisted of a single session, followed by the Chairman’s lunch 
for members on the same day.  The members circulated their statements in advance and are part 
of this document.  The session started at 9:00 a.m. and ended at 1:00 p.m. 
 

The Agenda (Annex B) was adopted at the beginning of the session, followed by the 
discussion of the two topics (“Development Effectiveness, Partnership and Challenges for the 
Future” and “Education for Dynamic Economies:  Action Plan; the session was adjourned at 1:00 
p.m.  The Communiqué (Annex A) was approved during the Chairman’s lunch and reflects the 
salient points of this session.



  

 
Note by the President of the World Bank, James D. Wolfensohn, to the Development 
Committee 
 
Introduction 
 

The time since we met last November in Ottawa has been a period of tremendous 
challenges.  But it has also been a period of reaching out, of standing together, a time of 
commitment to shared goals.  The past six months, culminating in the Monterrey conference, has 
seen fundamental changes in the urgency for action on the part of the international community 
and in the means to attain our goal of halving poverty by 2015.  I have spoken before of an 
imaginary wall that separates the rich world from the poor. The horrifying events of September 
11 demonstrated that we are living in one world, that there is no wall between us, and that we 
must commit ourselves to a poverty-free and inclusive world with renewed vigor.   
I believe that the Monterrey conference marked an important turning point in meeting our 
aspirations on development as embodied in the Millennium Development Goals.  The conference 
brought together Heads of State; foreign, development and finance ministers; civil society; and 
international institutions for perhaps the first time in an international meeting.  And, more 
encouraging, there is greater consensus than ever before about what needs to be done. The 
challenge before us now is to translate that consensus on the global development compact into 
action, by scaling-up efforts on the part of developing countries and the broader international 
community. 
 

As expected, the September 11 events deepened the already ongoing economic slowdown 
and delayed the economic recovery by about half a year.  The steep drop in global demand hit 
developing countries hard, with growth falling to about half its 2000 level.  Commodity 
exporting countries, many of which are among the poorest and most vulnerable countries, have 
been hit the hardest, because of the steep decline in commodity prices.  Countries dependent on 
tourism have also been hit hard.   
 

Fortunately, although risks and uncertainties remain, the worst seems to be behind us.  
There are clear signs of a bottoming out of the slowdown and the beginnings of a recovery 
particularly, in the US and in Europe.  And financial markets appear to have absorbed the shocks 
of September 11, and the crisis in Argentina has not spread elsewhere.  The seeming robustness 
of financial markets in low-income and middle-income countries alike is due to the improved 
economic and financial policies on the part of developing countries in the last several years.  
Although prospects vary considerably across the developing world, the outlook is favorable for a 
restoration of growth in 2003 to the levels reached in 2000. 
 

As I had indicated to you last November, the World Bank Group, in close cooperation 
with other international financial institutions, has monitored carefully and been prepared to 
respond to the effects of September 11 and the global economic slowdown on our member 
countries.  IBRD and IDA have increased or accelerated assistance to 31 countries through 38 
operations.  Altogether, we plan to provide incremental lending up to  US$1.6 billion this fiscal 
year and beyond in response to the difficulties encountered.  And in the context of the enhanced 
HIPC framework, together with the IMF, we are evaluating the needs for additional debt relief 
where warranted by external developments. 
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The Development Challenge: a New Global Compact 
 

Effectiveness of Development Assistance.  At the Development Committee meeting last 
November, there was a renewed commitment to the goals set out in the Millennium Declaration 
and a clear recognition of the challenges and opportunities before us in achieving these goals.  I 
called then for a deeper partnership between developing and developed countries to respond to 
the challenge of fighting poverty and attaining the MDGs.  Many Ministers saw increased 
volumes of aid as a crucial part of that partnership, and the need to ensure the effectiveness of 
aid was highlighted.  Accordingly, there were requests that the Bank examine the impact of aid 
on development, including the differences amongst countries.  Ministers asked that the Bank 
prepare an assessment of the role and effectiveness of development assistance, as well as draw 
lessons for the future.  
 

In response, the Bank undertook a detailed evaluation of these questions, drawing on its 
extensive research and the work of the Operations Evaluations Department.  The results are 
reported in the Bank’s research paper, The Role and Effectiveness of Development Assistance, 
and summarized in the separate Issues paper prepared for the Committee.  As you will see, the 
paper finds that there has been strong progress over the past fifty years, not only on poverty 
reduction but also on indicators of human development including education and health.  It also 
shows, though, that many countries and groups have been left behind, in large part because of 
weaknesses not only in national policies but also in institutions and governance.  Bilateral and 
multilateral development efforts have also failed to reach poor people. For too many poor people, 
the Cold War years in particular were years when development stalled or even reversed due to 
political interests that overshadowed a focus on development effectiveness. While there have 
been failures as well as successes, it is clear that development assistance has overall played a 
vital role in supporting progress, and that over time we have learned important lessons about how 
to make such assistance more effective. 
 

The lessons of the experience of the last several decades are clear.  First and foremost, to 
be successful, development has to be country-driven, country-owned, and country-specific.  
Where the primary impetus for change has come from the outside, it has not endured.  Second, 
while any approach must be tailored to country circumstances, experience shows that there are 
two fundamental pillars that countries must put in place for sustained poverty reduction:  creating 
a good investment climate—one that encourages the private sector to invest, create jobs, and 
increase productivity; and empowering and investing in poor people—so that they can contribute 
to and participate in growth. 
 

We have learned that creating a climate for investment needs to be interpreted broadly to 
include investment in people as we have also learned that while growth is the most important 
determinant of poverty reduction, countries need to take steps to ensure that poor people 
participate in growth.  This can be achieved by providing or enabling access to health, education, 
and social protection, and by creating mechanisms that allow poor people to participate in 
decisions that shape their lives.  Growth requires progress in a number of areas: in 
macroeconomic stability, trade openness, and domestic competition; in governance and 
institutions—including an effective legal and judicial system, a clear regulatory framework 
implemented by a professional and non-corrupt bureaucracy; a strong and well-regulated 
financial system; and a good education system; and an adequate infrastructure.   
 



 - 4 - 

 

But country actions alone are not enough.  Trade integration and market access have been 
vital ingredients behind the acceleration in developing country growth during the past two 
decades, and a key distinction between the most successful developing countries and those that 
have fallen behind.  Improved access to markets is essential for poverty reduction in our low-
income countries.  Many poor countries are constrained in their development by their small 
domestic markets, and it is the poorest countries that face the greatest impediments in 
participating in the benefits of trade and investment flows, because of institutional and policy 
impediments at home and because of barriers in foreign markets.   
 

A second key external ingredient for accelerated growth and poverty reduction, especially 
for the most disadvantaged countries, is adequate and effective development assistance.  There is 
compelling evidence, as the Bank’s research report summarizes, that well designed development 
assistance in support of good country driven policies accelerates growth and poverty reduction, 
not just through financial transfers, but by supporting and catalyzing policy reforms and 
institutional development.  All too often in the past, aid was not allocated in a way to achieve this 
potential, and indeed may have undermined the will for reform and good governance.   
 

But I do believe that we have learned from the successes and failures of the past fifty 
years and that development assistance has become a lot more effective over time.  In 1990, 
countries with strong policies and institutions received  US$39 per capita in aid, whereas 
countries with weaker policies received  US$44 per capita in aid.  By the end of the 1990s, this 
allocation had reversed, with better-policy countries receiving almost twice as much as the 
weaker-policy countries.  
 

The Monterrey conference was an important landmark.   It re-affirmed the commitment 
of the broader international community to meet, by 2015, the MDGs -- including: halving the 
proportion of people living on less than one dollar a day; ensuring that boys and girls alike 
complete primary schooling; eliminating gender disparity at all levels of education; reducing 
child mortality by two-thirds; reducing maternal mortality by three-quarters; rolling-back 
HIV/AIDS, malaria and other diseases; halving the proportion of people without sustainable 
access to safe water. 

 
Monterrey’s outcome also marks a wider recognition of the lessons of development 

experience and therefore an endorsement of the development strategy that the World Bank group 
has been progressively pursuing in the last five years.  There is now a broad acceptance of the 
CDF / PRSP approach as the core of the new development paradigm by most actors and 
development partners.   A separate paper prepared for the Committee reports the findings of a 
participatory review of the first two years of experience with the approach. While much remains 
to be done, the approach is already showing good results.  It has been taken up with enthusiasm 
by low-income countries and development partners. Donors are also broadly committed to and 
several donors are taking steps to align their own assistance programs with countries’ PRSP 
priorities. In the Bank, we are basing CASs for low-income countries on PRSPs. Looking ahead 
we will be focusing on ensuring that the implementation of PRSPs delivers real, measurable and 
monitorable results for poor people.  Two factors are critical – country ownership and country 
capacity. 
 

Country ownership is at the heart of the CDF/PRSP approach.  I believe that ownership 
of the CDF / PRSP approach should and will increasingly broaden, to embrace national 
parliaments, civil society and the private sector. Improvement in the country-led PRSP processes 
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would enable these clients to do an increasingly good job of setting clearly articulated priorities 
for policies and actions needed to deliver faster growth and poverty reduction.  In each case, 
these priorities will need to reflect both each country’s unique circumstances and needs, and the 
general lessons of experience of what works in development.  The Bank stands ready to support 
key agreed priorities with targeted Poverty Reduction Support Credits (PRSCs).  
 

Capacity building remains a critical issue, and we look forward to working with countries 
in this area—including through support from the recently launched Trust Fund for capacity 
building in countries preparing PRSPs, established thanks to an initial contribution of  US$20 
million from the Netherlands and Japan. Several PRSP countries are conflict-affected. We need 
to be sensitive to their special circumstances with respect to PRSP preparation.   Finally we need 
to work to ensure that countries with exceptionally weak policies, capacity and governance can 
develop to the point where they are able to implement this approach based on country-led 
strategies.   Within the World Bank Group, we will be continuing our work with countries that 
are less able to withstand internal and external pressures.  Our support for countries with these 
characteristics would be consolidated in partnership with other donors and collaborators. 
 

Following Monterrey, we now have the makings of a new development partnership based 
on a framework of mutual responsibility and accountability between developed and developing 
countries.  Developing countries acknowledge that they must take responsibility for good 
governance and sound policies, as African Leaders are doing in NEPAD.  These leaders have 
committed to tackling corruption, investing in their people, and establishing an investment 
climate that attracts private capital.  In turn, the broader international community is committed to 
scale up and intensify their efforts to help developing countries meet the MDGs by:  ensuring 
adequate aid resources to match progress on policy reforms on the part of developing countries; 
committing not only to tear down trade barriers that harm the poorest, but also to support 
developing countries in addressing constraints that prevent them from fully realizing the benefits 
from trade and investment flows; fully implementing the HIPC Initiative so that there is an 
enduring solution to the debt burden of low-income countries; and calling for a new partnership 
on capacity building, using the power of the knowledge economy and information technology.  
 

We have many of the necessary elements in place to scale up our efforts. For the first 
time in more than two decades, there is now a commitment to provide additional aid resources to 
the poorest countries to meet the MDGs.  While there is more to be done to get to the additional 
US$50-$60 billion goal that we believe to be needed from the international donor community, 
we already have the necessary resources now to get underway.  And we already know how to 
deploy these new resources, along with past commitments – both multilateral and bilateral – 
more effectively than in the past.  We now need to make an all-out effort to implement this new 
partnership. 
 
Implementing the Global Development Compact:  A Program of Action 
 

Looking ahead, we need to remain engaged to ensure implementation of agreements 
reached at Monterrey.  The challenge ahead is enormous but surmountable.  I see seven areas for 
action.  
 

• First, use the PRSP process to scale up support to countries on governance and structural 
reforms.  The CDF / PRSP can provide the framework for reaching a shared 
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understanding on goals as well as on the actions needed to be taken by countries and by 
their development partners.  Thanks to the progress made in adopting the CDF / PRSP 
approach, we now have a process to translate the commitments expressed by developing 
country leaders and the donor community into action.  Countries need to implement 
vigorously the actions laid out in the PRSPs on policies, good governance, and institution 
building, and the international community needs to provide enough support to match 
these efforts.   A key to this partnership must be a new results-based focus that can be 
used by countries in the implementation of their own development strategies and by the 
donor community in scaling up their support.   

 
• Second, translate aid commitments that have been made and could be additionally 

mobilized into a responsive, broad-based and effective program of support from the 
donor community. We have the prospect of additional annual aid of  US$10-$17 billion 
in the next three to five years. Much of this will come from bilateral sources.  Ensuring 
that the existing pool and these new aid resources are deployed for maximum 
development impact will require concerted efforts in improving coherence and 
effectiveness of development assistance.  We have now agreed that MDGs provide the 
frame that informs the country-owned priority-setting process and that the PRSP is the 
instrument to align donor support at the country level. But we can do better in targeting 
aid to the poorest; we can do better in aligning our aid to the priorities agreed to in the 
PRSPs; and we can do better in improving the quality and delivery of aid by further 
untying aid, improving the efficiency of aid transfers and harmonizing operational 
policies, procedures and practices.  We can begin to improve the donor interface by 
taking a careful look at the programs that we are collectively implementing, using for 
example, information, that has been assembled through the Development Gateway.  And 
we must go beyond the official donor community to engage the private sector and civil 
society.   

 
• Third, vigorously implement the enhanced HIPC initiative to get an early and enduring 

resolution of the long-standing debt problem of the poorest countries.  As of end March 
2002, 26 countries are benefiting from HIPC relief.  Effort must be made to help more 
countries reach their decision point soon, many of which are conflict-affected and/or have 
exceptionally large arrears.  For this initiative to reach its ultimate goal, countries that 
have reached their decision points will need to strive to remain on track in their economic 
reform and poverty reduction programs; and we need to ensure debt sustainability of 
those who are exiting from the program--made more difficult by the deterioration in the 
external environment.  Hence, HIPC countries will need sustained commitment to policy 
improvements, and the donor community will need to continue to provide adequate and 
appropriate concessional financing.  

 
• Fourth, take the necessary steps to make sure that the Doha Round truly becomes a 

“Development Round” so that all developing countries, and especially the poorest, can 
tap the benefits of trade.  An important task is to open markets for, and eliminate 
subsidies on, products of the poorest countries.  The European Union’s lead on the 
“Everything But Arms Agreement”, and US’s lead on the “African Growth and 
Opportunities Act” demonstrate that it is possible to act now and that action does not 
need to wait on WTO agreements.  These are positive developments that would 
contribute to ending the trade barriers and subsidy practices that harm the poorest 
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workers in the poorest nations.  These welcome initiatives need to be broadened and 
adopted by others so that the benefits are extended to all low-income countries.  Poor 
countries will only reap the full benefits if they persevere with trade reform and if we 
help them build the necessary capacities and institutions—in trade infrastructure, 
adoption of agreed standards and rules, and a healthy investment climate. 

 
• Fifth, put in place global partnership on capacity building in the priority areas of reform 

and institution building.  A key element for development effectiveness is the enhanced 
capacity of developing countries to formulate, execute and evaluate the outcomes of their 
own development strategies.  This, in turn, requires capacity to access knowledge, 
drawing from multiple sources and adapting them to local conditions, and to tap 
opportunities offered by new information technology and new global mechanisms.  For 
its part, the donor community needs to develop better global partnerships in critical areas 
of reform and institution building, move away from technical cooperation to enhancing 
local capacity, and replace knowledge transfer with knowledge acquisition and 
generation, and application. 

 
• Sixth, scale up the delivery mechanisms and financing for global public goods, especially 

in the fight on pandemic diseases and the sustainability of the global commons.  Despite 
recent initiatives, such as the Global Health Trust Fund, there are major inadequacies in 
the delivery mechanisms and shortfalls in the financing of global public goods.  Without 
significant progress, there is a real danger that country-based efforts will fall short of the 
MDGs and the sustainability of global commons would be seriously at risk.  We must 
work towards reaching consensus on what constitutes global public goods, what are the 
main priorities, and how would they be financed.   

 
• Seventh, strengthen global mechanisms and governance to underpin this new global 

partnership. It was part of the Monterrey Consensus that we should improve coherence 
through better coordination of efforts amongst international institutions and agencies, the 
donor community, the private sector and civil society. To achieve that, we need to build 
on existing institutions and mechanisms to strengthen partnerships in the most cost-
effective way.  A complementary step would be to promote greater participation and 
voice of developing countries in international institutions and fora.   

 
Education  
 

I am pleased that education is a special topic of attention in the Development Committee 
agenda because it is so central to the development process.  Education is fundamental to the 
construction of modern societies, to globally competitive economies, and to the empowerment of 
individuals because of its role in reducing poverty and inequality, in promoting sustained 
economic growth, and in providing the underpinnings for good governance and effective 
institutions.  It is an indictment on the entire international community that more than one-half of 
the developing countries are unable to provide a minimum of five years of quality primary 
education for their citizens. 
 

The Committee has a separate paper - Action Plan to Accelerate Progress Towards 
Education for All (EFA).  The Action Plan identifies the main impediments that have to be 
addressed if we are to accelerate progress towards EFA (for example, the financing gap of  
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US$2.5-$5.0 billion that needs to be funded), and proposes a new compact between countries 
and their external partners.  Under this compact, countries would reform their education 
programs to bring them in line with agreed benchmarks.  The envisaged benchmarks include: 
national commitment backed by adequate resource allocation; focus on education quality, and 
improvements in efficient service delivery.  In return, external partners would undertake to 
support those countries that implement the appropriate education policies and programs. 
 

We ask the Development Committee to endorse our plan to proceed with an EFA “fast 
track” proposal, in which about 10 countries will be selected by June 2002 for increased and 
immediate support, to begin making concrete progress and generate an early demonstration 
effect.  The fast tracking would be done within the PRSP/CDF framework and implemented 
through a multi-donor education consortium that would align the external financing needs of 
these countries with available financial support from donor agencies.  Such support would take 
into account existing program designs, indicators, and financing frameworks. 
 
The World Bank Group’s Contribution 
 

While we will focus in our discussions at the Development Committee on these global 
development challenges and the emerging consensus on how to tackle them, I should also report 
on some of the ways that we in the World Bank Group are strengthening our support for the 
global effort to which we are all committed. 
 
Working in Partnership   
 

Above all, the Bank is committed to working in partnership with others as we provide 
support for country development.  With the country-led CDF / PRSP approach, we have a new 
and effective focus for cooperation between all donors in supporting development.  The more 
success we have as a global community in aligning our aid flows to support country-led and -
owned development frameworks and in focusing support on countries that have the right policy 
environment and practice good and clean governance, the greater will be the impact of our 
assistance in terms of development outcomes and progress towards meeting the MDGs. 
 

In support of this approach, we have, with our development partners, intensified our 
effort aimed at getting agreement on timely and credible measures of development results.  The 
purpose is to identify measures that developing countries themselves and all those who provide 
support can use as yardsticks of success. The work should also help countries improve the focus 
of their development frameworks. Together with other MDB heads, we issued a joint statement 
in Monterrey about our collaboration in this respect. As a first step, in partnership with the 
MDBs, an international Roundtable on “Better Measuring, Monitoring and Managing for 
Development Results” is being organized in June.  Our objective is to be able to report the 
outcome of this work when the Committee next meets in the Fall.  
 

Working in partnership with others, we are also committed to promoting improved aid 
practices.  Here, too, there is much scope for making development assistance more effective and 
reducing costs to client countries.  Together with other MDBs and bilateral donors, through the 
OECD DAC, we are implementing the agreed action plan to harmonize donor operational 
policies, procedures, and practices.  The central objective is to reduce transaction costs both for 
donors and aid recipients, and to strengthen recipient capacity in ways that improve the impact of 
development assistance. The Development Committee has a full report on this work.  We are on 
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track on the work program agreed last year, for example, in developing good practice principles 
or standards in financial management, procurement and environmental assessments.  
 

In the end, the results of this work will be measured by success in strengthening recipient 
country systems and procedures, using these to replace donor-specific systems and procedures. 
Supporting interested governments through comprehensive pilot harmonization programs, such 
as the one just started for Vietnam will be helpful in this process.  But the focused attention and 
support of the Development Committee Ministers remains essential.  Without such support, it 
will be difficult to meet the enormous challenge of adopting and implementing harmonized 
processes and products at the country level.  The proposed high-level forum on harmonization 
scheduled for early 2003 will be a an important step in consolidating and advancing this agenda. 
 

More broadly, we have made good progress in recent months in deepening our 
arrangements with the regional development banks on MDB collaboration and reform.  This 
includes, but goes far beyond, the cooperation I have already mentioned on harmonizing 
operational practices and our planned cooperation on measuring results. Horst Koehler and I now 
have frequent videoconferences and meetings with all our colleagues from the regional 
development banks.  We have agreed memoranda of understanding on cooperation between the 
World Bank Group and most of the regional development banks. We are also greatly 
strengthening our cooperation at the country level.  An annex to this note gives further details of 
progress and future plans for intensified cooperation between the MDBs.  We are also 
strengthening and deepening our special partnership with the IMF.   
 
Two programs that we have been working on, especially closely with the Fund, are the Financial 
Sector Assessment Program (FSAP) and the Reports on Observance of Standards and Codes 
(ROSCs).  The two programs are aimed at helping countries assess vulnerabilities and take 
actions to strengthen their financial systems and the related foundations of corporate governance, 
sound accounting and auditing systems, and insolvency regimes.  Now in their third year, the 
programs are well established:  some 55 countries would have been covered by the FSAP 
exercise by the end of June, and more than 220 ROSC modules have been prepared spanning 73 
countries.  The task now is to help countries implement the follow-up agenda from the diagnostic 
effort by mobilizing the necessary technical and financial resources.  Towards that end, I am 
pleased to report that in collaboration with several bilateral agencies and the IMF, we are 
launching an important initiative coinciding with the Spring Meeting—the Financial Sector 
Reform and Strengthening (FIRST) Initiative. FIRST, will provide technical assistance grants to 
low- and middle-income developing countries for capacity building and policy development, and 
will promote enhanced and more effective assistance from the public and private sectors.  
Further details on this program will be announced shortly. 
 

In the aftermath of September 11, 2001, it has become increasingly clear that financial 
systems without adequate safeguards against money laundering and the financing of terrorism 
are vulnerable to abuse, and that those vulnerabilities hamper development to the detriment of 
society as a whole.  In response to guidance from the Development Committee and the 
International Monetary and Finance Committee (IMFC), the Bank – in partnership with the Fund 
– has stepped up efforts to combat money laundering and the financing of terrorism, as part of 
our mandate to improve governance.  The Action Plan was just reaffirmed by the Board, and 
strengthens the diagnostic tools in the joint Financial Sector Assessment Program for identifying 
these vulnerabilities as well as deepens the Bank’s involvement in providing technical assistance 
and training to build the framework and institutional capacity to address them. 
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We are also beginning to implement the agreement we reached with the IMF last summer 

on collaboration on programs and conditionality with the aim of providing more effective 
support to countries and sharpening and streamlining the focus of conditionality.  Such 
strengthened collaboration will involve even closer upstream engagement between the staffs of 
the two institutions.  It will also involve transparent reporting in Board documents of the views 
of each institution on reform priorities, program conditionality, and progress in implementation 
of the agreed program. We will be reporting to our two Boards before the Annual Meetings on 
progress in implementing these arrangements.  
 
Strengthening Organizational Effectiveness 
 

The strategic framework for the Bank that we put in place a year ago, with your guidance, 
has proven to be robust and able to respond to changing circumstances.  We have reviewed 
progress and I am confident we have a framework that enables us to do our job over the year 
ahead.  But there is much to be done. 
 

We need to be ready and able to scale up our assistance where it will do most good – in 
support of strong policies that create the environment for poverty reduction.  We need the right 
menu and mix of financing instruments.  We need high quality analytic and diagnostic work to 
help countries chose the right policies and to underpin our support of them. We need to manage 
our risks effectively, as both a development institution and as a financial institution.  We need to 
continue to consolidate improvements in our budget processes, and enhance operational 
effectiveness and transparency.  
 
Operational Effectiveness. 
 

We are continuing to give attention to the range of initiatives taken over the few years to 
tighten and enhance our management processes and to deliver our assistance more effectively, 
including increased attention to monitoring and demonstrating development outcomes. 
 

Over the past six years, we have accomplished a major turnaround in operational 
effectiveness—with improved monitoring and review and upgrades in quality across the broad 
range of operational products.  For a fifth year in a row, there have been significant 
improvements in portfolio quality and operational performance.  Seventy-six percent of 
operations evaluated by OED in FY00 had a satisfactory rating and I expect that about 80 percent 
of the FY01 cohort of operations would earn a satisfactory rating.  Looking to the future, projects 
considered “at risk” of not achieving their objectives are about half the 29 percent level in FY96 
when we established the Quality Assurance Group.   
 

Last year’s improvements in the budget processes will be carried through this year, as 
indicated in my recent report to the Board on our 2002 Strategy Update Paper (SUP).  Quarterly 
monitoring reviews are being produced for senior management and for the Board.  The new 
senior management arrangements and the new structure introduced last year are working well.  
The World Bank Group also made progress this year to strengthen the management and control 
structure for trust funds and to simplify and strengthen business processes to promote greater 
strategic alignment.  The first phase of trust fund reform is being implemented with the Board’s 
endorsement.  We have also strengthened the monitoring and management of partnerships and 
the Development Grant Facility with our overall resource management framework.  The past 
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year has also seen improvements in the Bank’s management processes (e.g., the Management 
Committee), and in management-staff cohesion and communication.   
 

The Bank recognizes that transparency and accountability are crucial to development 
effectiveness.  Building on previous efforts to make more information publicly available, the 
Bank revised its policy on information disclosure last Fall and began, in January 2002, a phased 
implementation of these revisions.  Under the revised policy, the Bank is releasing more project-
related documents, including the results of independent evaluations, and is making access to 
Bank information more systematic, timely and user-friendly.  Plans are also being made to 
improve access to information through Bank offices in developing countries and to adopt a 
framework for document translation.  Through pilot programs in over 15 countries, country 
management units will develop and test ways to make even more information available, with the 
aim of facilitating consultations associated with preparing and implementing country strategies 
and lending operations.  
 
Strengthening Analytic and Diagnostic Capacity 
   

Following last year’s agreement on needed budgetary and staff resources, we have 
embarked on the process of rebuilding the quality and content of the Bank’s   On the one hand, 
we are increasingly carrying out this work in collaboration with others, aiming to be selective in 
what we do and drawing on the work of others wherever possible.  On the other hand, we are 
focusing our own work on two core areas needed to inform the dialogue with member countries 
and to underpin Bank lending and the Bank’s country assistance strategy (CAS).  An integrative 
analysis of the key structural, social and sectoral priorities can be a useful input to help countries 
set their agendas for sustained growth and poverty reduction. Combined with fiduciary analyses 
of countries’ public expenditure, procurement and financial management systems are also 
essential tools to enhance our diagnostic capacity and to underpin our lending. 
 
Financial Capacity and Financing Instruments 
 

I urge Ministers' strong support to ensure that final agreement on IDA's 13th 
Replenishment can be concluded in the coming weeks.  IDA's role as the linchpin of the 
international community's assistance to the poorest countries has never been more important.  In 
the IDA13 process, there has been an unprecedented level of transparency and public disclosure, 
including borrower representation and civil society participation. IDA's donors have been 
focusing on fundamental issues -- how best to sharpen our focus on performance, good 
governance and concrete development outcomes, and how best to ensure that IDA is strongly 
concessional, including a larger role for grants, yet disciplined in its financial support.  These are 
difficult questions, on which there have been strong views and vigorous debate -- and I believe 
we now can and must move towards agreement on a generous replenishment, and I hope that the 
strong commitment to IDA, which all donors have shown, will enable this to happen swiftly. 
 

Turning to our support for middle-income countries, I believe that IBRD has sufficient 
financial capacity for the present for us to follow through on the strategy discussed a year ago for 
supporting our middle-income country clients.  However, the risks associated with a 
deteriorating credit portfolio remind us of the Bank's limited ability to meet demands for 
financial assistance at a time of generalized stress. 
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At the request of shareholders, we have completed a major review of policy on pricing of 
IBRD loans.  While not universal, there is very broad agreement that most elements of current 
pricing policy effectively balance the Bank's development focus with its need to retain financial 
integrity.  We have also begun to deliver options for blending IBRD loans with more 
concessional resources for supporting priorities involving significant social impact and 
externalities.   
 

We are also working to strengthen and simplify our range of lending products - both for 
IBRD and IDA financing - recognizing that in practice there are two categories, which need to be 
customized to meet widely varying country circumstances:  investment loans in support of 
individual investment projects; and adjustment loans in support of policies for successful 
development. 
 
Supporting Private Sector Development 
 

The new Private Sector Development (PSD) Strategy incorporates a number of important 
initiatives to strengthen further the World Bank Group’s ability to support members’ private 
sector development efforts.  There is a growing recognition in our member countries that 
fostering private sector resources is an essential complement to public sector efforts to alleviate 
poverty and improve lives.  While the role of Government in  education, health, social protection 
and broader social services remains paramount, without the economic growth and opportunities 
generated from private sector initiative and investment, progress in these areas is likely to be 
much slower.  The new Private Sector Development (PSD) Strategy incorporates a number of 
important initiatives to further strengthen the Bank Group’s ability to support members’ private 
sector development efforts.  In this context the roles of the IFC and MIGA have become more 
important in recent years as private sector flows to developing countries have declines and 
become more volatile, and as strategic investors have withdrawn from many of these markets.  
The IFC’s role has become more important, not only in frontier countries, but also in middle-
income countries, in support of companies that previously had access to international flows, but 
can no longer obtain appropriate financing for their investments. 
 

The IFC, much like market investors, has been affected by the economic downturn and 
the difficulties faced by developing countries.  But only in the event of a prolonged and serious 
global downturn would the IFC portfolio deteriorate to the point where it constrained capacity 
for future growth.  At the same time, there is a need and opportunity for IFC to increase its 
contribution to client countries, and a series of internal changes are being implemented to 
strengthen portfolio and development results, increase efficiency, and enable IFC to better fill 
that need, by catalyzing and mobilizing private sector resources in our member countries.  IFC’s 
priorities – frontier markets, the financial sector and infrastructure, SMEs and sustainable 
development – remain in place, and its financial capacity remains adequate.   
 

MIGA:  Following the September 11th tragedy, MIGA’s Guarantees activities declined 
sharply, due to the delay of many large investment projects.  As those investments are revived, 
MIGA is expected to play a proactive and counter-cyclical role in the face of contracting global 
political risk insurance capacity.  The General Capital Increase subscription level so far achieved 
has strengthened the financial capacity of the Agency to move in this direction.  With the 
extension of the subscription period for another 12 months, we urge all members that have not 
completed their subscriptions to do so. 
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Conclusion 
 

In the past year, The World Bank Group has developed and communicated a consensus 
on strategy, approach and priorities, and established many of the procedures and tools needed to 
translate those broad directions into concrete and monitorable actions.  With our strategy 
established, our focus will continue to be on implementation.   
 

Within this strategic context, we will also continue our efforts to scale up our impact 
because of the enormity and urgency of the global poverty challenge.  In particular, we will work 
with our partners to find more effective ways to help clients build their policies and institutions.   
 

The time for action is now.  The opportunity is here.  We must stand firm in our fight 
against poverty and aim to achieve a drastic reduction of it in our lifetime, for the sake of our 
children. 
 
 



 - 14 - 

 

Annex to the Note of the President 
 
 

MDB Collaboration and Reform 
Collaboration at leadership level, and on broad strategy. 

 
Collaboration among MDBs increased and deepened considerably in scope, at all levels, during 
last year and there was strong progress on key fronts, deepening the effectiveness of the MDB 
system. The Presidents, often including the Managing Director of the Fund, have interacted more 
intensively over the last year than at any time previously.  Beyond our regular semi-annual 
meetings, since September 11 we have had frequent videoconferences to share information and 
analysis of global events and discuss responses to the global downturn and to country specific 
situations, from Afghanistan to Argentina. At our latest meeting we decided to start a key new 
policy initiative, to collaborate closely on a much stronger focus on development results, 
including the indicators and management structures needed for a results based approach to 
development. In order to take this results focus agenda forward, we plan to jointly host a 
roundtable in early June, to learn and discuss with a variety of partners from rich and poor 
countries, from academia and from among practitioners.  
 
To inform shareholders and the development community at large of our common strategic 
direction, we have, over the last year or so, issued three joint statements on MDB policy: The 
first on the general principles of deeper collaboration among MDBs, the second on MDB/IMF 
responses to the events after September 11 and the third on the new collaboration on results 
focus. Taken together, they give a broad picture of how we see our deepening cooperation 
evolving, both in the longer term and in response to specific events of the day.  
 
Institutional Common Action 
 
To better underpin the operational aspects of the strategic convergence between MDBs, and to 
address issues that are specific to particular regions, as of last year we have formalized our 
collaboration with most of the Regional Development Banks through a Memorandum of 
Understanding (MOU).  Together with joint MDB/IMF Protocol on support for countries in the 
PRSP process, these MOUs address country, sectoral and thematic priorities for cooperation as 
well as interaction between staff.  To strengthen and sharpen our collaboration and operational 
selectivity, we intend to update the work programs that constitute a part of the MOUs, at least 
every two years.  
 
In our operational work at the country and regional level, we have already made very good 
progress in improving coordination and collaboration, in line with the MOUs. The Bank’s 
regional VPs and their management teams now meet regularly with their RDB counterparts for 
discussions on operational and strategic issues. The emphasis on the CDF/PRSP process in 
country work has brought us closer together in support to strategy formulation and will 
increasingly do so in implementing recent and coming PRSPs.   
 
A successful implementation of the CDF/PRSP approach calls for all external partners to align 
their assistance to the client country’s own strategy, and all MDBs have now committed to that 
approach. In addition, we are committed to a better alignment of MDB country assistance 
strategies with each other, country by country, both in terms of substance and timing. As part of 
this alignment, future MDB country assistance strategies will include enhanced treatment of 
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governance issues and financial sector issues, in particular those identified through FSAP work. 
Moving toward an outcomes based focus of country work, which we announced jointly in 
Monterrey, will also guide work on alignment of country business plans. In all of this, PRSP 
countries will be our primary focus in the short- to medium-term, and we plan to be able to show 
concrete results over the next two to three years.  
 
Similarly, we have created a framework for harmonization of operational policies and 
procedures, originally among MDBs only, but recently also collaborating closely with an 
OECD/DAC task force. This work now follows an action plan, endorsed by both the MDB 
Presidents and the Development Committee, with a focus on procurement, financial management 
and environmental assessments, where joint working groups are actively engaged. A fourth 
working group, harmonizing approaches in evaluations, has also made good progress.  
 
Complementing the collaboration among the Presidents, other senior managers have established 
their own informal fora for collaboration with their MDB counterparts, among them Chief 
Financial Officers, Chief Legal Counsels, Treasurers, Controllers, Corporate Secretaries, 
External Relations’ Heads and Chief Information Officers. Similarly, beyond the more narrowly 
defined harmonization work, several MDB working groups are active in information sharing, 
promoting common approaches and seeking opportunities for joint action. These groups include 
gender, financial sector, poverty issues, private infrastructure, governance, and corruption. 
Increasingly, we are also articulating early, joint approaches to policy and operational issues at 
the country and global level. Examples include: 
 

• Close collaboration among MDB staff on policy issues for concessional resources, 
including the system for performance monitoring and measuring, such as the Bank’s 
CPIA, has resulted in good harmonization of methodology and application for 
performance based allocation of concessional resources.  

• The financial sector-working group has prepared a joint MDB/IMF report on supporting 
implementation of standards and codes in the financial sector, for distribution to all MDB 
Boards. 

• A joint MDB report on the role of MDBs in the provision of Global Public Goods, has 
been prepared for circulation to all MDB Boards, 

• The MDB working group on poverty is, for the third year in a row, preparing a joint 
global poverty report. 

• The recent pricing review for IBRD was done in close consultation with the regional 
development banks.  

• Overall, MDB staff now regularly does joint work. We aim to make such joint work an 
even more regular part of our collaboration, particularly through increased joint analytical 
work at the country level. 

 
Beyond the issues above, which call for direct collaboration between MDBs, we maintain good 
dialogue on a number of MDB reform issues that are institution specific and for each to address 
separately. Among these are strengthening project and program preparations, compliance 
mechanisms and information disclosure policies. 
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Going forward 
 
Going forward from Monterrey, our focus must be even more strongly on increased development 
effectiveness, particularly maximizing the effectiveness of our work and working with others to 
minimize transaction costs for borrowers. We see the upcoming joint roundtable on measuring 
and managing for results as the start of an important new chapter in MDB collaboration, a 
chapter that will strengthen not only the collaboration among MDBs but also our collaboration 
with the development community at large. 
 
The Bank is a central actor in the efforts to strengthen the focus of development partners on 
results on the ground. The initiative currently under discussion in the context of the IDA 13 
replenishment, for an even stronger results focus and linking resources more directly to results, 
will have an impact well beyond IDA’s own lending, not least on the concessional windows of 
the RDBs. 
 
The stronger calls for aid effectiveness coming out of Monterrey must strengthen our own 
resolve to move forward faster on alignment of the country assistance strategies of all MDBs and 
on harmonization of operational policies and procedures. We in the Bank are fully committed to 
play our part in this work. We will report more fully on these and other aspects of MDB 
collaboration to the Fall meetings. 
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Statement by the Managing Director of the International Monetary Fund, Horst Köhler, on 
the Role of the IMF in Low-Income Countries 

 
When I reported to you last November on the Fund’s role in low-income countries, I 

reaffirmed our commitment to intensify our efforts to improve development outcomes and help 
support the international community’s efforts to meet the Millennium Development Goals 
(MDGs). Since that time, the Fund has worked proactively through our policy dialogue, support 
under the Poverty Reduction and Growth Facility (PRGF), and technical assistance for capacity 
building to respond to new challenges facing our members. In parallel to these efforts, the staffs 
and Executive Boards of the IMF and the World Bank completed a joint review of the Poverty 
Reduction Strategy Paper approach; the Fund reviewed the implementation of the PRGF and 
considered the status of implementation of the HIPC Initiative and achievement of long-term 
debt sustainability.  

The United Nations Conference on Financing for Development, which took place last 
month in Monterrey, reaffirmed the two pillar approach for fighting global poverty. First, low-
income countries must help themselves by implementing sound policies, strengthening 
institutions, and improving governance. Second, for those countries that help themselves, the 
international community must provide strong support through greater trade opportunities and 
increased and better delivered aid flows. The emphasis on coherence between aid and trade 
policies echoed the key message of last November’s Doha Declaration of the WTO Ministerial 
Meeting. The international agenda must now shift from words to actions. We must also focus on 
monitoring progress, including the development of indicators and the contribution of key actors. 
The basic thrust of Monterrey and Doha reinforces the approach that we have undertaken and 
strengthens our resolve to follow through on it.  

The Global Economic Environment and Low-Income Countries 
The economic downturn in industrial countries, worsened by the events of September 11, 

had a significant impact on many developing countries, including most low-income countries. 
The principal channel through which the global environment affected low-income countries has 
been through the decline in non-fuel commodity prices and the sharp drop in travel and tourism 
receipts. However, lower oil prices have helped mitigate the effect of these shocks in these 
countries, especially those with relatively strong policy frameworks. In 2001, sub-Saharan 
African countries with generally strong policies have managed to sustain substantially higher per 
capita GDP growth than in the region as a whole. 

For 2002 and 2003, the outlook will depend largely on the extent of the recovery in the 
industrial countries and whether there is a resultant stabilization or possible pickup of non-fuel 
commodity prices. In this uncertain environment, concessional financing support by the donor 
community and the IFIs, particularly for countries pursuing good policies, will provide an 
important safety cushion.  

The IMF staff has continued to monitor the changing economic environment and its 
impact on financing needs.  Staff has held discussions with the authorities in more than 50 low-
income countries on the impact of the global economic slowdown and their responses to it. The 
Fund stands ready to augment its resources under PRGF arrangements or provide other forms of 
non-concessional Fund financing to respond to additional needs. In 2001, the Fund committed 
new PRGF loan resources of US$2.7 billion, a record high level. PRGF commitments are 
expected to remain high in 2002, and could reach US$2 billion. To the extent that the recent high 
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demand for PRGF access continues, consideration will need to  be given to mobilizing additional 
loan and subsidy resources. Also, we are reassessing the impact on debt sustainability for HIPCs 
and need for additional debt relief as detailed below. Finally, we welcome the contributions that 
will permit the Fund to subsidize charges on post-conflict assistance programs through the end of 
2002.1  However, additional contributions are needed to continue subsidization beyond 2002. 

The PRSP and PRGF Reviews 
The Fund’s Executive Board considered the PRSP and PRGF reviews in March 2002. 

These staff reviews drew upon contributions from representatives of low-income countries, 
international development agencies, and civil society organizations, both in written form and in 
the context of four regional conferences and an international conference held in Washington, 
D.C. in January 2002. The conferences provided an important opportunity for an open exchange 
of views among international partners on the PRSP process and the role of the Fund in that 
process, particularly through its implementation of the PRGF.  

The PRSP Approach 
The review2 revealed an encouragingly broad-based endorsement of the PRSP approach 

as the umbrella framework and vehicle for organizing domestic and international efforts to 
achieve poverty reduction in low-income countries. It reaffirmed the underlying principles that 
national poverty reduction strategies should be country driven, results-oriented, comprehensive, 
and long term in perspective, and should foster domestic and external partnerships that improve 
the effectiveness of development assistance. The review also underscored that there has been 
strong ownership of PRSPs among governments, more open dialogue with civil society, and 
greater prominence of poverty reduction in the policy debate. At the same time, the review found 
that progress has been uneven, depending on each country’s starting point, capacities, and 
priorities, and that the design and implementation of country-owned poverty reduction strategies 
is a complex task that is taxing countries’ limited institutional capacity. The PRSP approach is 
still evolving and everyone involved is learning by doing. We must therefore not lose sight of the 
fact that this is a long-term approach that will require patience, perseverance, and sustained 
effort.  

While progress to date has been encouraging, there is more that can be done. The main 
challenges ahead for improving the preparation, content, and implementation of poverty 
reduction strategies are:  

• to encourage and broaden the systematic participation of domestic stakeholders in the 
development and monitoring of PRSPs; 

• to strengthen the content and implementation of PRSPs, notably with respect to 
developing pro-poor growth policies, greater specificity on macroeconomic targets and 
linkages between policies and poverty outcomes, systematically undertaking poverty and 
social impact analysis of major policy choices, and strengthening public expenditure 
management systems;  

                                                 
1  To date, contributions have been received from Belgium, the Netherlands, Sweden, Switzerland, and the United 

Kingdom. 
2  Review of the Poverty Reduction Strategy Paper Approach—Main Findings and Issues for Discussion 

(SM/02/53) and Review of the Poverty Reduction Strategy Paper Approach—Early Experience with Interim 
PRSPs and full PRSPs (SM/02/54). 
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• to align donor strategies and assistance fully behind the PRSP approach; and 

• to improve the monitoring and evaluation of the effectiveness of poverty reduction 
strategies and progress towards the MDGs. 

Participatory processes need to be strengthened to include a broad range of domestic 
stakeholders and development partners. In particular, while government leadership must be 
respected, there is greater scope for including parliaments, the business community, trade unions 
and other workers’ groups, and groups representing the poor. There is also scope for more 
openness and transparency in decision making and in the dialogue among governments, 
stakeholders, and their partners.  

The key challenge that remains is to improve the quality of countries’ policies and 
institutions and the political commitment, which must underpin sustained implementation. 
Country poverty reduction strategies need to focus systematically on how to accelerate pro-poor 
growth, establish an enabling environment for the private sector, and strengthen the linkages 
between macroeconomic and structural/sectoral policies and poverty outcomes. Particular 
attention needs to be placed on designing appropriate measures to respond to both endogenous 
and exogenous shocks.  Public expenditure management systems must also be improved to 
ensure poverty-reducing spending is effectively delivered and monitored. Finally, development 
partners must assist countries in undertaking systematic poverty and social impact analysis 
(PSIA) of major policy choices, and in designing compensatory measures whenever the adverse 
effects of policies cannot be avoided. In all these areas, there is a complementary agenda for 
research and the development of better analytical tools. 

Donors need to increase the alignment of their assistance behind country-led poverty 
reduction strategies. There is a pressing need for donors to reduce the cost for low-income 
countries of mobilizing and utilizing aid, so that both aid resources and limited country capacity 
can be used more effectively. Donor procedures and reporting requirements should be 
harmonized and simplified, and assistance aligned with national cycles of government decision 
making, including annual budget cycles. More information on aid commitments and greater 
predictability in aid flows, especially to those countries implementing sound policies, would help 
low-income countries plan and implement their strategies. 

We must also increase our efforts to assess whether the country strategies embedded in 
PRSPs and supported by the Fund are delivering results. The success of the PRSP approach will 
ultimately be judged by results—namely, the delivery of sustainable growth and poverty 
reduction. At the country level, monitoring and evaluation capacity has to be strengthened, and 
attention should be directed to developing indicators that could monitor progress towards key 
objectives—an area where assistance of development partners is also needed. 

The Role of the Fund in the Effort to Reduce Poverty 
The Fund is committed to working in concert with low-income countries and other 

development partners in implementing the PRSP approach, principally by promoting 
macroeconomic stability and thereby fostering more rapid growth. We will continue to support 
countries’ poverty reduction and growth efforts in four ways: through our policy advice, 
concessional financing through the PRGF, debt relief through the enhanced HIPC initiative, and 
technical assistance.  

The PRGF review allowed us the opportunity to look carefully at the content of recent 
programs and our way of doing business with low-income countries. Since the PRGF was 
introduced in 1999, more that 40 countries have had new PRGF arrangements or had ESAF 
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arrangements transformed to reflect the new features of the PRGF. Given that it is too early to 
make an assessment of the PRGF's direct impact on poverty, the review focused on the design of 
PRGF-supported programs to see if they met the expectations set out for them in 2002.3  

There has been good progress to date in aligning program design with the goals of the 
facility. Policy goals, including macroeconomic frameworks in PRGF-supported programs, are 
generally derived from and consistent with those of PRSPs. There is an increased allocation of 
budgetary resources toward poverty-reducing spending, and fiscal frameworks are 
accommodating higher spending to support country-defined poverty reduction objectives. 
Structural conditionality has been streamlined to focus primarily on areas of Fund expertise or 
areas critical to PRGF-supported programs, while providing better coordination and definition of 
our role vis-à-vis the World Bank. These efforts at streamlining conditionality are creating 
greater scope for national choices in program design and implementation. 

There is, however, a need to build on this progress in several specific areas: 

• an increased focus on the sources of pro-poor growth and the design of policies to 
facilitate such growth; 

• further efforts to improve the quality and efficiency of government spending; 

• more systematic treatment of poverty and social impact analysis (PSIA); 

• broader and deeper discussion and analysis of macroeconomic frameworks and structural 
policies;  

• better coordination of program design and conditionality with the World Bank; and 

• more effective and extensive communications with authorities, donors, and civil society 
in PRGF countries. 

Growth is critical for achieving poverty reduction and attention to the sources of growth 
is essential in developing appropriate policies and projections. It will be important to underpin 
the growth projections in PRGF-supported programs with better analysis of the associated 
structural reforms to develop the private sector, improve property rights, increase foreign and 
domestic investment, enhance external competitiveness, diversify exports, and increase labor 
productivity. Good governance and strong institutions will be important to ensuring growth 
prospects. 

Almost all PRGF-supported programs place substantial emphasis on strengthening public 
expenditure management. But a substantial reform agenda remains, including with respect to the 
comprehensiveness of budgetary data, the execution and reporting of budget outcomes, and its 
dissemination to the public. For HIPCs, in particular, action plans designed with the 
collaboration of the Fund and the World Bank will need to be implemented to strengthen 
capacity to track poverty reducing spending, and public spending more widely. Staff are now 
required to report on the implementation of these action plans in program documents sent to the 
Executive Board. 

Poverty and social impact analysis needs to become routinely treated in the context of 
PRGF-supported programs. Documents for more than half of the current programs provide such 
analysis; going forward, this will be progressively strengthened so that a description of the PSIA 
                                                 
3  Review of the Poverty Reduction and Growth Facility: Issues and Options (SM/02/51) and Review of the 

Poverty Reduction and Growth Facility—Staff Analyses (SM/02/51, Sup 1, 2/15/02). 
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being carried out in the country, including a qualitative description of the likely impact of major 
macroeconomic and structural measures on the poor and a summary of countervailing measures 
being implemented becomes a routine feature of program documentation. 

Both the PRSP and PRGF reviews underscored the importance of considering alternative 
policy choices and the constraints and tradeoffs involved. Our aim is for PRGF-supported 
program documentation to clearly set out the program’s role in the context of the overall poverty 
reduction strategy, as well as the options that were considered and the commitments made by the 
authorities in the context of the program. However, in their discussion, the Directors stressed that 
this needs to be done in a manner consistent with demonstrating the staff’s support for the 
program and respecting the need for frank and confidential discussions between the staff and the 
authorities. 

The PRGF review also pointed to the need for better communications among all the 
partners involved in the poverty strategy development and execution. In this regard, Fund staff 
will support national authorities in their efforts to explain to a broader audience the analysis 
regarding the links between the macroeconomic framework and growth and poverty reduction 
outcomes in the context of PRGF-supported programs.  

The review underscored the diverse needs of low-income countries for IMF support and 
recommended further work on the adequacy of current facilities in meeting these needs. As such, 
during 2002 we will be examining issues surrounding the structure of the PRGF and how to 
adapt the PRGF in countries affected by commodity price or other shocks and countries 
emerging from conflict. We also need to consider the role of the PRGF in countries with little or 
no balance of payments need for Fund resources.  

 
The Enhanced HIPC Initiative and Debt Sustainability 
 

Debt relief can contribute in significant ways to poverty reduction. As of April 2002, 
26 countries have reached their decision point under the enhanced HIPC Initiative4 with 
commitments for US$40 billion (in nominal terms) of debt relief. By cutting their debt service to 
exports ratio by about a third, HIPC relief provides annual budgetary savings for these countries 
varying between ½ and 1½ percent of GDP, allowing for significant increases in pro-poor 
spending.  

As for developing countries as a whole, the recent global economic slowdown, coupled 
with a significant decline in many primary commodity prices over the last two years, has 
weakened the HIPCs’ growth and export performance. Moreover, it has led to a deterioration of 
the external debt indicators for many but not all HIPCs. There are considerable differences in the 
evolution of the debt indicators among the HIPCs, reflecting largely differences in the 
implementation of economic reform programs and their different exposure to shocks. The impact 
of these adverse developments on the debt sustainability outlook of the HIPCs will depend on a 
number of factors including notably the adequacy of policy responses and of supporting resource 
transfers. The external debt sustainability outlook for most of the 20 countries in the interim 
period has worsened primarily because of lower exports, but has not necessarily been seriously 
impaired. The NPV of debt-to-exports ratios at the completion point are now projected to be 

                                                 
4  External Debt Management in Heavily Indebted Poor Countries (SM/02/92); Heavily Indebted Poor Countries 

Initiative—Status of Implementation (SM/02/94); and The Enhanced HIPC Initiative and the Achievement of 
Long-Term External Debt Sustainability (SM/02/95). 
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above the 150 percent threshold in 8–10 countries; deviations for six of these had already been 
anticipated at the time of the decision points, although to a lesser degree. For these countries, the 
debt in excess of the HIPC threshold could range from US$0.5 billion to US$0.9 billion on NPV 
terms. 

For countries in the interim period, the enhanced HIPC Initiative allows some flexibility 
in exceptional cases to top-up debt relief at the completion point to countries where exogenous 
factors have caused fundamental changes in their economic circumstances. The enhanced HIPC 
Initiative thus provides for the possibility of additional debt relief at the completion point. 
However, additional HIPC relief is not meant to compensate for slippages in policy reform, nor 
can it be provided on an ongoing basis to deal with future economic shocks. In the near term, to 
help countries deal with the impact of the deterioration in the external environment, some 
countries may require additional donor support, and increased interim relief may be helpful. The 
provision of any additional debt relief at the completion point would increase the overall costs of 
the HIPC Initiative. The financing implications of this will need to be explored in due course. In 
addition, HIPCs need to improve their debt management capacity, with donor assistance. 

Capacity Building 
Both the PRSP and PRGF reviews underscored that capacity building is a potent vehicle 

for ensuring full ownership of the reform agenda in PRGF countries, as national expertise is 
developed, including in program design and poverty and social impact analyses. In low-income 
countries, it is often not a lack of political will that impedes reform but a lack of capacity. 
Therefore, the Fund will continue to strengthen its capacity-building technical assistance and 
training activities in the institution's core macroeconomic and financial areas of responsibility, 
including public finance and administration, financial sector development, development of sound 
statistical systems, and promotion of data dissemination. The PRSP is increasingly providing a 
means of coordinating our efforts with other technical assistance providers.  

Our regional initiatives in the Pacific and in the Caribbean are allowing us to make more 
efficient use of our limited technical assistance resources, while ensuring that our activities are 
closely aligned with local and regional priorities identified in the PRSP process or through 
surveillance. We also intend to establish two pilot regional technical assistance centers in sub-
Saharan Africa in the second half of 2002, as part of our support for the New Economic 
Partnership for Africa’s Development. These centers aim at raising the effectiveness of the 
Fund's technical assistance projects by fostering ownership, enhancing accountability, increasing 
responsiveness, and strengthening coordination among technical assistance providers. The Board 
will soon consider a staff paper on the Fund’s technical assistance activities, including a number 
of recommendations for improving technical assistance operations.   

Support by the International Community 
Monterrey reaffirmed that the best form of help for self-help is trade. The consensus at 

the Doha Ministerial Conference was that the best defense against aid dependency and recurrent 
debt problems was to build prosperity by expanding and diversifying exports and attracting 
foreign direct investment. Estimates of the possible benefits to low-income countries from 
increased trade are substantially higher than current levels of concessional flows. The 
international community must open markets and phase out trade-distorting subsidies, especially 
in areas where developing countries have a comparative advantage, such as agriculture, 
processed foods, textiles and clothing, and light manufactures. Greater transparency and public 
awareness of the costs of the status quo to the world's poor is especially important if we are to 
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prepare the political ground for serious reform. The Fund has stepped up its surveillance of 
market access issues in the context of Article IV consultations.  

Low-income countries need support to strengthen their ability to take full advantage of 
the opportunities of the global market and the multilateral trading system. As a participating 
agency under the Integrated Framework for Trade-Related Technical Assistance, the Fund is 
assisting with diagnostics of the trade environment in low-income countries, and the 
identification of policy and assistance priorities, and is addressing technical assistance 
requirements in its areas of expertise.  

Monterrey welcomed the commitments by the EU and the US to increase aid flows but 
noted that more needs to be done. Well-directed aid, combined with strong reform efforts, can 
greatly reduce poverty. However, it is also clear that building strong public support for higher aid 
will require greater public understanding of aid as an investment in peace, stability, and shared 
prosperity, and—equally important—a demonstration by poor countries that they are putting aid 
to good use.  

Effective monitoring of progress towards the MDGs is key to staying on track and for 
building sustained support for greater international assistance to the poor countries. At a global 
level, a comprehensive and transparent system to monitor progress towards the achievement of 
the MDGs is being developed and we welcome the efforts being undertaken by the United 
Nations to this end. Monterrey has now given us the impetus for agreeing on a set of indicators 
and the next step is to put such systems in place. As part of this process, we need to identify 
more clearly the respective responsibilities of poor countries and their development partners—
donor countries, international institutions, the private sector, and civil society. On this basis we 
can establish better accountability. 

Conclusion 
There is now an unprecedented degree of agreement about what is required to overcome 

world poverty. The Monterrey Consensus defines the right priorities. It makes clear that durable 
progress is not possible without good governance, respect for the rule of law, and policies and 
institutions that unlock the creative energies of the people and promote investment-including 
foreign direct investment. It also recognizes that the international community should provide 
faster, stronger, and more comprehensive support to those low-income countries that live up to 
these responsibilities. To meet the Millennium Development Goals, progress must be made 
simultaneously on many fronts by many actors. The implementation of the Monterrey Consensus 
should be a next chapter in our efforts to create a better world and the Fund remains committed 
to contribute to this international effort to combat poverty in its areas of expertise through its 
economic policy advice and financial and technical assistance.  
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Prepared Statements Circulated by Members 

 
Statement by Mr. Pascal Affi N’Guessan, Prime Minister (Republic of Côte d’Ivoire) 
 
 It is truly a pleasure for me to welcome our new Chairman, Mr. Trevor Manuel, Minister 
of Finance of the Republic of South Africa.  I would also like to pay tribute to the outgoing 
Chairman, Mr. Yashwant Sinha, who spearheaded our work during a difficult period and 
discharged his duties very effectively.  In addition, I would like to thank Mr. James D. 
Wolfensohn and Mr. Hörst Kohler, President of the World Bank Group and  Managing Director 
of the International Monetary Fund, respectively, for their excellent written communications and 
for the documents provided to us by their staff. 
 
 We have just concluded the work related to a historic Conference of Heads of State and 
Government in Monterrey, where the countries of the North and South made mutual 
commitments aimed at: (i) increasing the resources allocated to financing for development and 
(ii) improving the conditions governing use of these resources.  In a few months, our countries 
will meet again in Johannesburg, South Africa, in order to extend application of the Monterrey 
Consensus to other global public goods, including protection of the environment.   
 
 I will organize my remarks around the agenda, following the grouping proposed by our 
Chairman. 
 
Development Effectiveness, Partnership, and Challenges for the Future 
 

The studies done by the World Bank on the effectiveness of foreign aid and the lessons 
learned from our daily experiences during the course of preparation of the Poverty Reduction 
Strategy Papers (PRSPs) have led us to the firm conclusion that the progress made in the area of 
economic development is based on the execution of a number of essential phases.   From the 
internal perspective of our countries, they involve actions conducive to improvement of the 
private investment climate, in particular foreign investment, the strengthening of human 
capabilities, as well as greater openness to the outside world.  The Monterrey Consensus has 
demonstrated that a sound investment climate is predicated upon a stable macroeconomic 
environment and the appropriate structural reforms.  These include the establishment of a solid 
and regulated financial sector; a sound educational and health system; as well as appropriate 
basic infrastructure.  Moreover, because of the increasing globalization of the world economy, 
our countries cannot survive if they do not become integrated into the world trade system.  The 
Monterrey Consensus also recommends scrupulous application of the principles of “the 
Comprehensive Development Framework (CDF) and the Poverty Reduction Strategy Papers 
(PRSPs),” in order to achieve the main international development goals adopted by the 
international community in the 1999 United Nations Declaration.  The countries that have had 
the opportunity to apply these principles, among them, my own country, Côte d’Ivoire, which 
was included in this first pilot group, have reached the conclusion that these principles do indeed 
provide an ideal framework for the drafting of an economic policy that leads to sustained growth 
and poverty reduction. 

 
In order to transform the Monterrey Consensus into reality, countries that receive foreign 

aid should honor the commitments that they have made to enhance the effectiveness of 
development assistance.  The experience of the International Development Association (IDA) 
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shows that when foreign assistance is accompanied by appropriate policies and the strengthening 
of the institutions of beneficiary countries, it contributes in general to the stimulation of 
economic growth by increasing the productivity of investments and improving the skills of 
workers.  Although we agree in theory with the conclusions of these studies, we note however, 
that over the past two decades, the global economy of Sub-Saharan Africa has stagnated and that 
recent studies done by the World Bank attribute this trend to the absence of productive growth, 
particularly in the area of agriculture.  We therefore call on the Bank to provide us with 
assistance in the form of studies aimed at increasing the productivity of investments in Sub-
Saharan Africa. 

 
With regard to New Partnership for Africa's Development resulting from Monterrey, 

developing countries, mindful of their responsibility to ensure the effectiveness of aid, have 
voluntarily endorsed the 1999 "Millennium Declaration," as well as the international goals 
adopted on that occasion by the international community.  In the specific case of Sub-Saharan 
Africa, our countries have taken a giant step forward in this area, by proposing a New 
Partnership for Africa's Development, NEPAD, by means of which they pledge to make 
significant progress in the areas of governance, security, conflict resolution, and the rule of law, 
with the aim of improving the business climate in our countries and attracting foreign 
investment.  We must therefore ensure that the situation of the countries that are called "low-
income and distressed," a large number of which I represent on this Committee, is not 
overlooked during the course of our deliberations.  We commend the management of the World 
Bank, which has established a working group to address this matter in greater detail, and we 
eagerly look forward to reviewing the findings of its research at our September 2002 meeting. 
 
Education for Dynamic Economies: Action Plan to Accelerate Progress Towards Education for 
All - Action Plan 

 
We commend the World Bank for its study on education.  We endorse, in broad terms, 

the education for all action plan.  We hold the view that achievement of the goals of the action 
plan to accelerate progress towards education for all should not be considered an end in and of 
itself, but rather an essential phase designed to pave the way for secondary and tertiary 
instruction as well as lifelong education.  Permitting all children, by the year 2015, to complete 
the primary education cycle represents a formidable challenge to which the international 
community must rise.  In my capacity as representative of twenty-four African countries, I 
should add that the challenge is greatest in Sub-Saharan Africa. 

 
We strongly support the principle of giving priority to universal education and using 

performance at the primary level to gauge the progress made in universal education.  However, 
we view secondary and tertiary education, as well as lifelong education, as being also important.  
Consequently, we agree with the case-by-case approach in evaluating the specific priorities of 
each country and we think that a national consensus is necessary in order to ensure the soundness 
of each national plan. 

 
The study done by the Bank demonstrates to us that if the goals set forth in the global 

action plan for universal education during the period 2002-2015 are to be fulfilled, financing 
needs, to the tune of US$7.5 billion per year or 164 billion during the period 2002-2015, must be 
met.  Of this amount, the share of Sub-Saharan African could be US$2.1 billion per year. 

 



 - 26 - 

 

We favor conclusion of a "partnership for development" agreement between beneficiary 
countries and their foreign partners.  In that regard, while our countries pledge to accord priority 
to mobilizing all internal resources available, we must acknowledge that for the majority of these 
countries, supplementary external resources will be essential.  We are therefore pleased with the 
commitment of our principal foreign partners to provide the necessary additional resources and 
we hope that this commitment will be evident in the negotiations under way on the 13th 
replenishment of IDA (IDA-13).  

 
We commend the World Bank for the initiative taken to step up its loan and non-loan 

activities in the education sector.  Within the framework of the "New Partnership for 
Development," we encourage the Bank to expedite the activities planned for the first group of ten 
countries that have put in place the appropriate facilities.  Finally, we call on bilateral countries 
to design their regulations in such a way as to permit the financing of recurrent expenditure, 
which represents two-thirds of the financing needs of Sub-Saharan Africa. 

 
Heavily Indebted Poor Countries Initiative - Progress Report 

 
We are pleased with the progress report on the Heavily Indebted Poor Countries (HIPC) 

Initiative.  Without a doubt, progress has been made, particularly in terms of increasing the 
number of countries eligible for the Initiative.  Although a number of challenges are yet to be 
overcome, in general, the impact of the mechanism in terms of the net potential transfer of 
resources from creditor to debtor countries is positive.  These transfers should permit our 
countries to increase substantially their social expenditure. 

 
Aside from the World Bank and the IMF, which were quick to provide assistance, many 

creditors have not yet concluded the necessary arrangements with the debtor countries that have 
reached their decision point, thereby enabling the principle of debt relief to become a reality for 
them.  This is true of the majority of non-member Paris Club creditors and a number of regional 
organizations.  Lastly, the exposure of a number of heavily indebted poor countries to external 
shocks is an ongoing concern for our countries.  It seems that insufficient attention has been paid 
to this problem, and unless it is quickly resolved, the poverty alleviation effort could be derailed. 

 
Harmonization of Operational Policies and Procedures - Progress Report 

 
We note with satisfaction that significant progress has been made during this first phase 

of implementation of the program.  We are also pleased with the changes made by the World 
Bank to its own procedures in order to facilitate harmonization. 

 
We would like, however, to urge the development partners to pay more attention to the 

budgetary and planning procedures of each borrowing country during the process.  The current 
participation of some fifteen developing countries in drafting the principles and guidelines of 
good practices will, without a doubt, help expedite resolution to this problem. 

 
Action Plan to Combat Money Laundering and the Financing of Terrorism - Progress Report 

 
In our view, money laundering is a global concern that affects the major financial centers 

as well as small capital markets and results in a significant cost outlay for the financial system of 
all countries.  The tragic events of September 11, 2001 have added a new dimension to this 
phenomenon.  Our countries are participating in the efforts of the international community to 
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combat this scourge that is undermining the integrity and stability of the international financial 
system. 

 
Acting in concert with the specialized agencies of the United Nations, the Bretton Woods 

Institutions should help our countries strengthen their defenses against these practices, within the 
confines of their mandate, particularly through enhancement of their institutional capabilities. 
 
 
Statement by Mr. Ibrahim Al-Assaf, Minister of Finance and National Economy (Saudi 
Arabia) 
 

Development is not a recipe or a blue print of ideas or theories that can be bestowed upon 
developing countries.  It is an approach that has to come from the inside, it has to be country-
driven and country-owned.  Often enough, ideas and programs that have been forced on 
countries from the outside, failed.  This is the lesson that has been confirmed and endorsed 
unanimously in Monterrey, Mexico. 

We welcome this realization, which forms the basis for a new development partnership of 
mutual accountability between the developed and the developing countries.  In Monterrey, it has 
been acknowledged that developing countries must retain their core national responsibility and 
accountability for their development programs.  They must be committed to implementing sound 
policies to attract private investment, utilize aid more effectively, and accelerate growth. 

Experience suggests what policies cumulatively could lead to economic growth, which is 
necessary for reducing poverty.  But, for a meaningful reduction in poverty, growth needs to be 
sustained over two or three decades.  Governments matter.  They can provide an environment 
that is conducive for private investment, and implement measures to correct for market failures.  
Good macroeconomic policies, strong legal and regulatory frameworks, sound financial systems, 
and appropriately targeted social policies are critical.  At the same time, we know that some 
countries have implemented such policies, but growth was not sustained and poverty was not 
significantly reduced.  Therefore, although there is significant knowledge as to what constitutes 
good policies, much remains in terms of finding the right sequencing and pacing, and the 
appropriate mix of policies that would sustain growth in individual countries at different stages 
of development.  This is an important agenda for research which the World Bank, in 
collaboration with other multilateral international institutions, should pay greater attention to. 

In Monterrey, it has also been acknowledged that while domestic resource mobilization 
must be the main source of financing development, the developed countries must commit 
themselves to providing adequate resources and improving the external environment for 
developing countries. In this context, the announcement by some donors to increase ODA is 
indeed welcome.  But, we also know that while aid is important, trade liberalization is even more 
important.  Developed countries' trade barriers against developing countries, as well as their 
agricultural support policies, result in substantial costs to developing countries.  The numbers are 
staggering.  The World Bank estimates that in 2000, rich countries' support to their own 
agriculture sectors totaled more than  US$300 billion, or about six times total aid flows.  
Lowering trade barriers to merchandise trade alone would increase developing countries' income 
by  US$1.5 trillion over the period 2005-2015, while lowering barriers to services could bring 
much greater gains.   
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Equally important, trade is an engine of growth.  The World Bank estimates that by 
spurring growth trade liberalization could lift an additional 300 million people out of poverty.  
The industrial countries, therefore, have a great responsibility towards global growth and poverty 
reduction, and they need to act on it effectively.  Access to developed countries' markets needs to 
be broadened to cover all developing countries.   

Consistent with the Monterrey consensus, Saudi Arabia has already been providing 
substantial aid, and has always worked in partnership with both the developed and developing 
countries.  Saudi Arabia has been active bilaterally and through international and regional 
multilateral institutions in supporting countries in Africa, Asia, Europe and the Middle East in 
their development efforts and in their efforts to overcome adversity.  In the framework of 
partnership and cooperation, Saudi Arabia has always viewed oil as an instrument for growth and 
prosperity for ourselves and the rest of the world.  Indeed we continue to promote cooperation 
among producers and consumers toward stable oil prices.  To facilitate dialogue in that regard, 
we have already proposed a permanent secretariat for the international energy forum.  The 
establishment of  the secretariat is expected to be announced during the forthcoming meeting of 
the energy forum later this year in Japan. 

While trade is an engine of growth, education is what determines the quality and 
sustainability of that growth.  Education allows individuals to take advantage of opportunities, 
allows economies to become more internationally competitive and institutions to become more 
effective. I am, therefore, pleased that education is being addressed in this Committee as a 
special topic of attention. 

Here again a compact is proposed under which countries reform their education programs 
with the aim of achieving the targets for the Millennium Development Goals and donors provide 
adequate support to these reforms.  The Bank estimates that to accelerate progress in achieving 
education for all, the 47 IDA countries that have been analyzed would need to increase their 
annual expenditures from  US$7.4 billion to  US$16.4 billion each year between 2002 and 2015.  
Even with best effort by these IDA countries, the donor community would need to provide each 
year between  US$2.5 - $5 billion to cover the remaining financing gap. To put this in context, 
this gap will amount to less than two percent of the potential gains from eliminating agriculture 
support policies alone in rich countries.    

This said, more research is needed to identify the factors that impede or accelerate 
progress towards education for all.  I would encourage the World Bank to continue its research 
into this area and to coordinate its work with other institutions.  Under the Dakar framework of 
action, UNESCO has been given a leading role in the collection and management of global 
education data.  I have noted and I welcome the intention to strengthen UNESCO's capacity in 
this respect through the World Bank and other UN agencies.  I would also encourage the World 
Bank to move forward with its program to support the 10 pilot countries towards achieving the 
Millennium Goals by 2015, and to learn from this experience as it broadens its assistance to 
cover more countries. 

Whether in the design and implementation of development programs, or in striving to 
achieve education for all, the most difficult challenge is to help developing countries, especially 
the poorer ones, build effective capacities and institutions.  IDA countries in particular need to be 
able to design and implement sound reform programs that provide a conducive environment for 
private investment flows, and generate pro-poor growth.  They need to have the capacity to 
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monitor and evaluate progress, and respond rapidly with corrective actions when needed.  And 
they need to have trade-related institutions and infrastructure to take advantage of the 
opportunities that would result from further trade liberalization measures. The World Bank, the 
IMF and the other multilateral institutions have a major role here and they need to equip 
themselves appropriately to rise to this challenge.  

For economic development to take root and for progress to proceed unabated, law and 
order, peace and security should prevail.  Very often, the development process is reversed 
because of conflict and strife.  We have seen this in Africa, in Bosnia, in Kosovo, in Afghanistan, 
and we are witnessing this in the Palestinian territories.   Sadly, the loss of life, the extent of the 
destruction and the blow to Palestinian development is being revealed in a stark way.  The 
international community including the World Bank should be ready to support the rebuilding of 
that country and the lives of its people. 

No doubt that the Palestinian territories have become as a result of the ongoing 
aggression, and almost overnight, a low-income country under stress.  The resources and effort 
that would be required from the international community will be substantial to say the least.  
Saudi Arabia, both Government and people, has been at the forefront in supporting the 
Palestinian people.   

In the area of debt relief, Saudi Arabia has worked hard on the multilateral front through 
the many international and regional institutions in which it is a major shareholder, to advance the 
practical modalities of debt relief.  Saudi Arabia has also contributed its full share to the HIPC 
Trust Fund at the IMF, and was a pioneer in bilateral debt relief when it wrote off more than  
US$6 billion of poor countries' debt. 

As for the issues of anti-money laundering (AML) and combating financing of terrorism 
(CFT) it is worth noting that the Kingdom has been among the first to adopt the FATF 
recommendations and to introduce measures to implement them.  Indeed, a workshop was 
organized in Riyadh in October 1993 in collaboration with the FATF, on combating money-
laundering and economic crimes.  In this context, I welcome the evolutionary approach that the 
Bank and the Fund are taking in developing the assessment methodology for the legal and 
institutional framework for AML/CFT.  However, the Bank and the Fund should be mindful of 
the fact that the legal framework in many developing countries may not be fully responsive to the 
detailed requirements as in the advanced economies.   

The emphasis on technical assistance and outreach is indeed welcome.  It will be 
important to strengthen coordination of the technical assistance effort among key providers and, 
as suggested in the progress report on this subject, to include the regional multilateral banks in 
the discussions on a coordination mechanism. 

We support the efforts to have a converged methodology for assessing the FATF 40+8 
recommendations. To avoid duplication of effort, it will be important, however, that the 
assessment work be coordinated between the various multilateral institutions.  
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Statement by Mr. Ian Campbell, Parliamentary Secretary to the Treasurer of the 
Commonwealth of Australia5 
 
Development Effectiveness, Partnerships and Challenges for the Future 
 

The Monterrey Conference on Financing for Development last month recognized three 
basic requirements for reducing poverty: appropriate country policies;  greater opportunities for 
trade; and more effective and increased levels of aid.  The Monterrey consensus provides a 
framework for renewed efforts to meet key development goals, including halving the proportion 
of people in the world living in poverty.  Over the past decade, poverty has fallen faster than ever 
before, with the proportion of people living in poverty around the world being reduced from one 
quarter to one fifth.  Still, greater efforts will be required from both developing countries and the 
international community if the goals are to be reached. 

 
Sound country policies, strong institutions and good governance are the most important 

determinants of success in reducing poverty.  Countries need to establish an environment that 
nurtures private sector led growth and investment and gives poor people the opportunity to 
participate in a market economy.  An enabling domestic environment will include increased 
levels of productive investment in human capacity building, enhanced coherence and consistency 
in national macro-economic policies, and the rule of law.  Experience has shown that those 
countries that embrace the opportunities for growth offered by greater global integration have 
been the most successful in reducing poverty.  The dramatic reductions in poverty in East Asia 
over recent decades stand as proof of the importance of outward oriented growth policies, despite 
set-backs in some cases.   

 
Developed countries must play their part by giving developing countries greater access to 

their markets, especially for the goods that developing countries are best able to produce.  The 
commitments made in Doha last year provide a promising basis for moving forward with a new 
trade round that could bring considerable benefits to developing countries.  Agricultural trade 
liberalization will be critical.  On average, exporters in poor countries face trade barriers that are 
twice as high as those faced by exporters in richer countries.  Restrictions on agriculture are 
central to this.  In addition, developed countries provide agricultural subsidies amounting to over  
US$300 billion per annum, or more than six times global aid flows.  Those who express concern 
about what they see as the ineffectiveness of aid in reducing poverty in developing countries 
should also take into account the much larger volume of funds that work in the opposite 
direction.  Broad based trade liberalization is necessary to benefit the vast majority of the world’s 
poor people.   

 
Developing countries should also act to reduce their own trade restrictions, bearing in 

mind that the greatest gains from such reductions generally accrue to the liberalizing countries 
themselves.  The Bank should strengthen its work in providing advice and support to developing 
member countries to help them  participate more fully in global trade and to implement WTO 
commitments. 

                                                 
5  On behalf of the constituency comprising Australia, Kiribati, Korea (Republic of), Marshall Islands 

(Republic of), Micronesia (Federated States of), Mongolia, New Zealand, Palau (Republic of), Papua 
New Guinea, Philippines, Samoa, Seychelles, Solomon Islands, and Vanuatu 
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Aid  is also a critical part of the development equation.  This is well recognized by the 

donor countries in this constituency: in total, the aid we provide has increased by over 20 percent 
in real terms since 1990.  I welcome the substantial increases in aid announced prior to 
Monterrey by the United States and Canada and the target for increases announced by the EU.  I 
also urge that agreement be reached quickly so that the IDA-13 replenishment can come into 
effect on time. 

 
The likely increases in global aid flows, when combined with the commitments by 

developing countries to reform and the potential for improved trade access, bring the prospect of 
a more effective global effort to promote development and reduce poverty.  Country ownership 
will be central in this, and the poverty reduction strategy paper process provides a good 
framework for developing agreed programs in coordination with donors.  The Bank should 
continue to play a key role in providing analytical, as well as financial, support and in monitoring 
progress. 

 
A central aspect of improving aid effectiveness will be a more efficient global allocation 

of aid to countries with strong policy records and a closer matching of programs to the needs and 
capacities of developing countries.  The World Bank will need to continue taking a lead role in 
this process.  The introduction of the IDA performance based allocation system has significantly 
improved the effectiveness of Bank concessional assistance over the past decade.  But exceptions 
to the performance allocation framework, such as the lending targets for Africa and very 
restrictive limits on borrowing by larger countries, constrain IDA’s effectiveness and have 
produced an inverse relationship between IDA allocations and performance across regions.  As 
part of the mid-term review of IDA-13, we look forward to a thorough analysis of how the major 
exceptions to IDA’s performance based allocation process can be eased in order to improve 
IDA’s ability to reduce poverty around the world to the maximum extent. 

 
Education for Dynamic Economies 

 
Effective poverty reduction strategies have rested on two pillars: creating an investment 

climate that supports sustainable private sector led growth, and ensuring that poor people have 
the skills and the capacity to take advantage of the opportunities presented by a growing 
economy.  Education is central to both of these pillars: a skilled workforce is necessary for 
growth, and access to education helps poor people to escape poverty. 

 
The aim of universal primary education by 2015 is an ambitious aspiration.  It also rightly 

recognizes the importance of focusing on results.  But circumstances differ between countries 
and, like other millennium development goals, this target should be viewed in a country context 
and pursued as part of integrated poverty reduction strategies.  I agree that education must be a 
key development objective.  But quality educations systems need to be supported by broad based 
economic growth that lets governments increase education budgets, gives poor families the 
economic security to send their children to school, and expands employment opportunities for 
school leavers.  Secondary and tertiary education are also important for development, especially 
in countries that are well advanced in their progress toward universal primary education.   The 
Bank has a role to play in helping countries to anchor their education programs in the broader 
development context. 
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In conjunction with a comprehensive approach, I support efforts to establish a credible 
financing framework for basic education activities.  This can help in the mobilization of adequate 
domestic and external resources and the allocation of funds where they will be most effective.  In 
total, financing from donors in this constituency for international education programs has more 
than doubled over the past several years and this upward trend is likely to continue.  Funding, 
however, is not everything.  Effective education systems also require well functioning 
institutions and strong fiduciary mechanisms.   

 
I support the proposals for the Bank to “fast-track” about ten countries in their efforts to 

increase access to primary education – there may even be scope for a more ambitious program.  
In order to make the most progress toward universal primary education, assistance must be 
concentrated where it can help the most number of children go to school.  Financing should 
consequently be prioritized to countries with a strong government commitment to education and 
sound policies.  Cambodia has been identified as one country where appropriate policy settings 
are in place to be able to use additional resources, and I hope that it will be included among those 
countries fast-tracked. 

 
I welcome the role being played by the World Bank to support education activities and its 

plans to further develop its role through helping countries to design and implement policies and 
measure results and working with other partners to build capacity and provide financial support.  
Given the high economic rate of return of primary education, long-term lending from the Bank is 
an appropriate instrument to support primary education programs. 

 
Heavily Indebted Poor Countries (HIPC) - Progress Report 

 
Twenty six countries have now reached their decision points under the HIPC initiative 

and are receiving interim relief.  Since the last progress report in September, Mozambique, 
Tanzania and Burkina Faso have also reached completion point, at which debt relief becomes 
irrevocable.  This is real progress, even if a little slower than anticipated. Given the complexity 
of building up effective mechanisms to ensure that debt relief is used effectively to promote 
development and reduce poverty, we should not be surprised if the road is not always smooth.   

 
In moving forward, it remains critical that countries  persevere with their efforts to 

implement their policy commitments and macro-economic programs.   Where interruptions occur 
in implementing agreed adjustment programs and poverty reduction strategies, every effort 
should be made to re-establish a satisfactory track record.  This is needed so that there can be full 
confidence that appropriate policies are being pursued and that debt relief will be used 
effectively.   

 
HIPC will dramatically improve debt sustainability for many of the poorest countries, 

reducing the total stock of debt by about two thirds, when combined with other forms of debt 
relief.  Although the global slowdown has had a short-term impact on exports for many 
countries, it now appears that it may prove relatively milder than many initially feared and that 
recovery is now underway.  Normal cyclical fluctuations in the global economy should not be 
regarded as a exceptional shock causing a fundamental change in circumstances. 

 
Full creditor participation has always been an important principle underpinning the HIPC 

initiative.  We encourage all creditors to participate in international efforts to provide debt relief.  



 - 33 - 

 

We support greater efforts by the Bank and the Fund to address the challenges posed to 
developing country creditors participating in the initiative. 

 
Harmonization of Operational Policies and Procedures - Progress Report 

 
Better coordination between donors and more closely harmonized procedures holds 

potential to improve the efficiency of aid and bring considerable dividends to developing 
countries.  Differences in the operating policies and procedures among donors impose a 
considerable burden on the administrative capacities of recipient countries, increasing transaction 
costs and impeding the effectiveness of aid.  This is especially relevant for small states, where 
capacity is particularly limited.  I am pleased by the progress among the multilateral 
development banks toward greater harmonization, particularly on standardized bidding 
documents, the signing of memorandums of agreement, and the discussions now occurring in a 
wide array of working groups.  This agenda needs to be pursued vigorously, including through 
effective collaboration between the broad range of international and bilateral agencies.  A 
number of bilateral donors have probably gone further than the multilateral agencies in 
harmonizing procedures.  In the Pacific, for instance, Australia and New Zealand have conducted 
joint high level policy discussions, are using common guidelines for in-country training and 
exploring ways to provide assistance, where appropriate, through a single delivery mechanism. 

 
Better in-country coordination between the World Bank, the IMF, regional development 

banks, the UN development agencies and major bilateral donors is also important.  Experience 
within this constituency suggests that coordination at the country level has been improving, and 
Bank engagement in Afghanistan has, to date, been coordinated closely with other donors. 
Looking more widely, however, there is scope for more.  A fuller analysis at the country level of 
where coordination has worked and where further improvements could be made would be useful 
for future progress reports. 

 
Anti-Money Laundering Action Plan and Fighting Terrorist Financing – Progress Report 

 
The events of 11 September emphasized the need for intensified international action to 

combat money laundering and terrorist financing.  Concerted international action is already 
underway, most notably through the OECD Financial Action Task Force (FATF).  For their part, 
the Bank and the Fund should anchor their involvement in such activities in their core mandates 
by focusing their assistance on addressing structural and institutional weaknesses.  I am 
encouraged by the movement toward convergence and the creation of a single unified assessment 
methodology that can be applied in a way that is voluntary, cooperative and uniform.  Enhanced 
technical assistance and information sharing is especially useful, particular for many small 
countries that are constrained by limited capacity.  I welcome efforts by the Bank and the IMF to 
coordinate capacity building activities to combat money laundering more closely with other 
donors. 
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Statement by Mr. Pascal Couchepin, Minister of Economic Affairs (Switzerland)6 
 

Development Cooperation in the 21st Century 
 

Development effectiveness, while far from perfect, has continuously improved over the 
last 50 years, most notably over the past decade. The Bank’s report confirms that development 
assistance and its programs have made a significant contribution to increasing economic growth, 
promoting private investment and reducing poverty. Yet, it also reminds us that aid may be futile 
where the institutional and policy environment is weak. Protectionist polices, especially in the 
North, have also hampered economic and commercial integration. 

 
The Bank is on the right track in its pursuit of results-orientation and effectiveness. Its 

new strategic framework rightly emphasizes a good investment climate and the empowerment of 
people as the two main pillars of development. The implementation of poverty reduction 
strategies (PRSPs) - shifting from donor-driven assistance to country-owned development 
strategies - reflects the fact that policy reforms are crucial to aid effectiveness. The Bank's 
performance-based allocation system further reinforces the link between aid and good policies. 
Furthermore, the Bank has recognized that development effectiveness requires strong local 
institutions with adequate capacity to implement policy changes and manage foreign assistance.  

 
But I also see scope for further action. First, the ongoing discussion on how to measure 

development effectiveness must be internalized by the Bank. Performance should be measured at 
the country as well as institutional level and needs to be linked to actual development outcomes, 
not only to inputs and outputs. At the same time, the Bank cannot be held responsible for what it 
does not control. Thus, performance measurement must be comprehensive and clarify, to the 
extent possible, the causality between the Bank’s work and results on the ground. Harmonization 
is the second area where there is still considerable room for improvement. While I recognize and 
welcome the progress made over the past 12 months, the practical relevance of the on-going 
harmonization efforts has not been tangible enough for developing countries. The donor 
community must accelerate its efforts, while remaining pragmatic and aiming for improvements 
at the country level in the context of the PRSP process and sector wide programs. We should also 
foster ownership of harmonization efforts by borrowing countries.  

 
Countries with weak policy frameworks and low institutional capacity remain a 

challenge. In poor performing countries, participatory development is elusive. Moreover, the 
premise that effective aid requires a sound policy and institutional environment should not imply 
that the donor community directs its attention away from poor performers. We cannot afford to 
disengage from countries that show a willingness, but lack the capacity to implement policy 
reforms. And where public commitment to reform is weak, we must still ensure that the 
population has access to a minimum level of education and health services. I therefore strongly 
encourage the Bank to develop a new approach for “Low Income Countries Under Stress” that 
foresees a closer collaboration with the private sector, including NGOs, private companies and 
independent service authorities. Setting up parallel structures may be necessary under certain 
circumstances. But we need to develop a comprehensive assistance strategy and ensure the 
eventual transfer of responsibility.  

                                                 
6  On behalf of Azerbaijan, Kyrgyz Republic, Poland, Switzerland, Tajikistan, Turkmenistan, Uzbekistan and the Federal 

Republic of Yugoslavia 
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Education for Dynamic Economies: Action Plan   

 
Monterrey has highlighted the complexity of achieving the millennium goals and the 

need to prioritize our actions. Education must be at the forefront of our efforts due to its 
overriding role in advancing the development agenda. I fully endorse the proposed development 
compact, where governments commit to transforming their education systems and external 
partners commit to providing financial and technical support. I agree with the proposed “fast-
tracking” process for ten selected countries. 

 
While Education for All (EFA) establishes relevant benchmarks for primary education, 

we need to look at the entire education complex and ensure that policies in developing countries 
are consistent with efforts to broadly enhance human capital.  

 
In designing an action plan for EFA, we need to be bold but circumspect. The division of 

labor between the bilateral donor community, UN agencies and the IFIs must be clear and a 
resource mobilization strategy must be designed. Also, we need to broaden the scope from too 
narrow a focus on basic education to include a comprehensive education strategy which includes 
other forms of education and training. Marginalized groups of society may require special 
consideration. Particular attention must be paid to ensure that girls are able to attend schools and 
complete their curriculum. The same is true for indigenous peoples, where language barriers 
often limit access to basic education. Finally, we need to monitor progress in enrolment rates as 
well as in the quality of education. 

 
HIPC Progress Report  

 
Although progress under HIPC has slowed down, I would like to reiterate that the Bank 

should not precipitate the preparation of Poverty Reduction Strategy Papers (PRSP) for the sake 
of achieving quicker debt relief. The goal of HIPC is to achieve debt relief for long-term debt 
sustainability and economic growth underpinned by a sound macro-economic framework. Often 
this has to be preceded by far-reaching structural reforms and a reprioritization of expenditures. 
These processes require a significant amount of time and behavioral change. 

 
I support that on an exceptional basis additional debt relief is being provided at the 

completion point to countries that experience exogenous shocks leading to further deterioration 
of their external debt indicators. 

 
My main concern is that the financing of the HIPC Initiative remains unresolved. So far, 

this has not created any difficulties in practice. Nevertheless, IDA’s financial sustainability could 
be jeopardized in the medium-term, if we continue to commit IDA resources because of a lack of 
additional HIPC contributions from donors. The situation would be aggravated if we decide to 
increase the share of IDA-grants on a pay-as-you-go (PAYG) basis. I strongly caution against 
mortgaging IDA resources any further into the future. Additional efforts should be undertaken to 
secure the adequate participation of all donors, as well as creditors, in the HIPC initiative. 

 
The framework for action outlined at the London Conference in February 2002 is an 

important step toward addressing the problem of the heavily-indebted CIS countries. The Bank 
and the IMF can no longer ignore that several countries will not be able to extricate themselves 
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from their debt and fiscal problems without significant outside support. They must monitor the 
situation carefully and formulate workable solutions in close cooperation with the Paris Club. 
The CIS countries must also strengthen their commitment to enforce growth-enhancing policy 
reforms and to improve public expenditure management as well as pay special attention to debt 
management and strategy. 

 
Anti-Money Laundering Action Plan and Fighting Terrorist Financing - Progress Report 

 
In the wake of the terrorist attacks of September 11, the World Bank and the IMF have 

made a remarkable effort to reinforce the fight against money laundering and the financing of 
terrorism. While I welcome that the action plan aims at extending the anti-money laundering 
assessment methodology to the fight against terrorist financing, we should not forget that the 
core mandate of the Bank is development and poverty reduction. Consistent with the Bank’s 
comparative advantage, its emphasis should be on follow-up activities such as technical 
assistance and capacity building. Enforcement of standards should be left to other institutions. 

 
There is a risk that a multitude of actors are pursuing similar and sometimes overlapping 

mandates. Cooperation and coordination with other competent international bodies and the 
elaboration of a comprehensive assessment methodology to be included in the Report on the 
Observance of Standards and Codes (ROSC) should therefore be a crucial element of the Bank 
and the IMF’s strategy. Assessments should remain voluntary, uniform and cooperative and 
should exclude the evaluation of individual law enforcement measures. 

 
 
Statement by Mr. Laurent Fabius, Minister of Economy, finance and Industry (France) 
 

Like the general public in our countries, we are, more than ever before, aware of and 
mobilized by development challenges.  

 
At the end of the summer, our Heads of State and Government will meet in 

Johannesburg, ten years after the Earth Summit in Rio, in order to promote ideas for sustainable 
development. Since our last meeting, significant steps have been accomplished towards 
Johannesburg : with Doha's development program, the European summit in Barcelona, the 
Monterrey conference, or the recent meeting of African States in Dakar, within the NEPAD 
initiative context. 

 
These debates, these resolutions, these commitments must be translated into action, so as 

to realize a model of sustainable development that will allow us to reach the Millennium Goals 
and to modernize global governance. 

 
We need sustainable development policies that take care of humankind. 
 
We must make progress in three directions : to strengthen aid policies, to invest in human 

capital and to protect the environment for present and future generations. 
 

Strengthening Aid Policies  
 
My impression of the Monterrey conference was of a global awareness: of the necessity 

to stop the significant decrease in the volume of aid, observed during past years, which has 
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sometimes been called "aid fatigue".  The decisions we have taken will lead to the provision in 
2006 of at least an additional  US$13 billion in aid to developing countries.  This will lead, I 
believe, to a re-establishment of confidence and dialogue. In France, we will contribute to this 
momentum and we plan to increase the percentage of GNP devoted to aid from 0.32 percent in 
2000 to 0.36 percent in 2002. 

 
We also need to move forward to improve the quality of aid. Many efforts have been 

made and I want particularly to underline those accomplished by the World Bank, whose 
methodologies are progressively used by other donors. We need to follow this line of action, but 
remain pragmatic.  The World Bank plays a central role in identifying and, more importantly, 
implementing several straightforward principles which can increase tenfold the impact of the aid 
which we have agreed to mobilise. I would like to mention three of them which I consider 
essential: 

 
• the need to harmonise donors’ procedures. The OECD and the World Bank, UN 

organisations, together with all the donors, must work to remove the administrative 
constraints on beneficiaries, constraints which are sometimes so numerous that they 
penalize the implementation of our common objectives ; 
 

• better share responsibilities to target, in particular,  interventions with social 
objectives, providing for strong involvement  by beneficiary countries in the process ; 
  

• improve the ability of beneficiary countries to design and implement sound policies. 
They should in the first place rely on the advisory capabilities of our organisations, 
the IMF and the World Bank. They must also convince their citizens that the 
necessary efforts they are making to bolster fragile economies will provide the basis 
for future growth. 

 
Development policies must also - and this should be a priority - allow the poorest 

countries to take part in global economic growth, through, in particular, the expansion of 
international trade. With good reason, the World Bank is insisting that developed countries 
should open up their markets to the products of the poorest countries. But we have to remove the 
barriers to the development of exports in the countries themselves: low-quality infrastructures, 
insufficient norms with weak implementation control systems, institutional framework that limit 
their ability to participate in international negotiations. I have therefore decided to launch a 
French aid programme to strengthen trade capacities, in the amount of 30 million euros over a 
three-year period. This programme will fund development cooperation initiatives combining 
technical, administrative and institutional assistance and upgrading production, distribution and 
logistics capabilities. The aim of these initiatives will be to promote the integration of developing 
countries into the global economy and trading system, and to enhance their ability to take 
advantage of the trade preferences granted to them, particularly the EU initiative “Everything but 
Arms”. 

 
Ensuring Financial Stability  

 
Stable development also means that the countries to which we provide assistance must 

not be burdened with an unsustainable debt service. We have been working together for years to 
resolve the problem of poor countries’ indebtedness. The HIPC initiative is the most significant 
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decision we have undertaken and financed.  It provides the numerous beneficiary countries with 
a real capability to redeploy their public expenditures away from debt payments and into 
valuable social expenditure. The first set of figures to emerge from the progress report on the 
status of implementation of this initiative are very encouraging:  for the 26 countries that have 
reached the decision point, debt service will fall by 30 percent on average between 2001 and 
2005, with respect to the level in 1999. This debt relief will allow the governments of these 
countries to increase social spending sharply:  on average, their spending in the social sectors 
will rise to three times the amount of their debt service. In particular, I hope that this will allow 
them to finance the fight against HIV/AIDS. France will negotiate debt reduction and 
development contracts with countries benefiting from these bilateral reductions so that 1 billion 
euros will be dedicated to combat this illness. 

 
We should continue to move ahead at a pace which allows us to put the initiative into 

practice for the 42 beneficiary countries, while at the same time being able to take into 
consideration the worsening economic situation in some of these countries. 

 
Beyond HIPC, we have to address the systemic causes behind debt issues. I believe that 

cases such as Argentina today demonstrate how useful it would be to have an international 
mechanism for the restructuring of sovereign debt. We need to progress in that direction without 
preconceived ideas, and consider the possibility of using contractual and institutional 
mechanisms that we think are appropriate for such a purpose.  

 
Although controlling debt is essential to a stable development, it is not the only condition 

for the achievement of a stable financial system: the global nature of our economies, both in the 
North and South, should also lead us to develop new forms of regulation. As far as developing 
countries are concerned, this means the continuation of efforts to build capacity to fight 
effectively against money laundering and the funding of terrorism. This should be a mission of 
primary importance to the World Bank and the IMF, and it must show results. I am satisfied with 
the proposed action plans. I also hope that, in the allocation of resources by the multilateral 
institutions, more consideration will be given to the efforts already undertaken by countries in 
this area.  

 
Lastly, I would like to underline today how useful I think it would be to give 

consideration to systems of international taxation of the abuses of globalisation which we are 
working on. We need to make progress, building on the work already done and presented in 
Monterrey by European countries. 

 
 Investing in Human Capital to Increase Opportunities for the Poorest 

 
We must strive to ensure that development benefits everyone, particularly the poorest. 

We must give everyone the chance to take part in economy and society. I have mentioned the 
importance that we have placed on health and the fight against HIV/AIDS. Being in good health, 
having neither fear of illness (for oneself or for one’s relatives), nor of the instability and the 
insecurity that they breed, is fundamental. 

 
Access to education for all is another pillar of equitable development. I am pleased to see 

that the World Bank management chose this subject for discussion at the development 
committee, which will also be one of the central items at the next G8 summit. Education is one 
of the priorities of France’s bilateral aid, and globally we are the leading donor in this sector.  
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The economic impact of education hardly needs to be restated: education allows everyone 

to seize the opportunities available to them and to contribute to economic growth. But it also has 
an impact on health and increases popular participation in the management of public affairs by  
preparing enlightened citizens with high expectations. The World Bank’s proposals define a 
reasonable balance between access to education and the quality of education. We also support 
the elimination of user fees in order to promote free and compulsory primary education.  

 
France has always been a champion of a holistic approach to educational policy, and we 

are extremely pleased to see that, apart from access to primary education, which must remain the 
leading priority, there is a consensus that consideration must also be given to access to secondary 
and higher education. 

 
Ensuring that our Environment will be Protected 

 
We have already taken substantive action in the fight against climate change (Kyoto, 

Bonn and Marrakech). These are fundamental agreements that have structural implications for 
both developing and developed economies. We must ratify them now: Europe has already done 
so, and I would like to see all countries do the same. 

 
Beyond this, we must put into practice the principles we have embraced. Next August’s 

summit in Johannesburg will be a unique opportunity to examine what has been done, and what 
remains to be done. As you know, France has a special interest in these issues. Shortly after the 
Rio Summit, we advocated the establishment of the Global Environment Facility, and the World 
Bank served as the lead agency for this initiative. We have also established a specific mechanism 
at the national level, the French Fund for the World Environment, which makes an additional 
contribution to this cause. 

 
The major theme to be addressed at the Johannesburg Summit will rest on three main 

pillars: the realistic progress that can be made with respect to improving the quality of the 
environment, in the North as well as in the South, the involvement of the private sector in this 
process and the mechanisms of North-South solidarity. On this last point, the Monterrey Summit 
provided a number of answers that we can build on. 

 
It seems fundamental to me that our business communities be involved. For example, the 

water supply sector is, I believe, the one in which we ought to be encouraging private investors 
to invest in the countries of the South. Our experience shows what an extraordinary impact 
projects in this sector can have in terms of poverty reduction at the microeconomic level. 
Obviously we should be pragmatic: a wholly public service consumes scarce resources and does 
not work better than a wholly privatised system which does not give everyone access to water in 
the long term. The diversity of models and compromise solutions can be a source of value and 
efficiency. This being said, the international community has to accomplish a particular effort to 
provide everyone with access to water and to the global public goods which are necessary for the 
sustainable development of our planet. 

 
International Institutions’ Governance should be Servicing and Open to all Stakeholders  

 
Development is everyone's business. The criticizing eye of other development partners, 

particularly NGOs, is useful because it reminds us of our responsibilities. The international 
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strengthening of the voice of developing countries allows for better ownership and, thus, more 
efficiency in our aid policies. 

 
Keeping Civil Society Informed and Involved 

 
It is possible and useful to invite these outside parties to participate more in our 

deliberations. In France we do this through the High Council for International Cooperation. The 
Bretton Woods institutions, and other international institutions, have made a great deal of 
progress. 

 
With regard to disclosure policy, the World Bank’s Executive Board has approved certain 

well thought-out measures in this area, and I thank  Bank management  for these proposals. 
 
To get non-governmental organisations more involved in the debate, I would like to bring 

up three principles: 
 

• the publication of draft documents before they are submitted for the approval of decision-
making bodies. Our experience is that interesting ideas have been floated prior to the 
decision-making process when we have carried out such consultations—I am thinking in 
particular of the Bank’s private sector development strategy; 
 

• the translation of relevant documents into the national language for consultation. My 
belief is that it is primarily the local populations who should be in a position to respond to 
projects proposed by multilateral agencies: to enable them to do so, we need to provide 
them with information in an accessible form, and this means removing the language 
barrier wherever it exists; 
 

• the presence of NGOs at our annual meetings: I call upon the executive bodies of the IMF 
and the World Bank to draw up proposals for us so that new ground can be broken in this 
area in September. 

 
Modernize Governance  

 
Making the right decisions regarding development policy requires that the process can be 

carried out in a balanced, orderly and efficient way. I believe in a few concrete steps, some of 
them straightforward common sense, and I would like to sketch three of them roughly here: 

 
• to give poor countries more influence over the decision-making process. Their voices 

need to be heard better in our institutions; 
 

• to make progress towards setting up a global organisation for the environment as 
effective in its field as the WTO is today; 
 

• to find common ground in the political dialogue on the major economic and social 
choices we have to make and the trade-offs we will have to decide on, for example, 
between trade and environment, or between development and intellectual property. I 
have already supported the idea to establish an economic and social security council. 
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We must think about it. The objective is to make our international institutions 
function and interact better.  

 
Share Responsibilities 

 
Development cannot be imposed from the outside and is well implemented only if it is 

shaped and followed up by local authorities, in consultation with the various components of civil 
society. We are all aware that the coming development challenges will have no precedent, due, in 
particular, to demographic pressures. We are all convinced, and I know that the research teams of 
the World Bank are working a lot on these issues, that these challenges will only be overcome if 
we have in place institutional systems that are able to include each of the components of society 
in the formulation of collective choices and allocation decision.  

 
Aid policies have integrated this necessity. The progress report prepared by the IMF and 

the World Bank on the Poverty Reduction Strategy Papers (PRSPs), in consultation with the 
entire community of donors and civil society, has provided us with the first positive lessons to be 
drawn from this new approach. There is still a long way to go before the political forces and 
institutions of a particular country can be associated with the definition of its development 
policy, not to mention being able to take into account the social consequences of this policy. I 
attach great importance to this new approach and the French government has decided to grant its 
bilateral aid in accordance with the priorities of the PRSPs in the countries which presently 
receive our assistance. We are, moreover, providing bilateral aid funding to support national 
capacities for formulating PRSPs. 

 
We support the NEPAD initiative. In launching this initiative, African countries have 

demonstrated their intention to take control of their own destiny, to work together on 
development strategies that combine good governance, the development of infrastructure, a 
favorable environment for the private sector and political democracy.  

 
We should go further along this route of shared responsibilities and of a better ownership 

of the development process by beneficiary countries. The recent example of the Argentine crisis 
demonstrates the extent to which success in reform efforts and dialogue with international 
partners is dependent on popular support for the reforms and the confidence of the entire society. 

 
We can build, together, a world which is able to take advantage of the double opportunity 

offered by globalization: more growth for more solidarity. 
 
 
Statement by Mr. Antonio Fazio, Governor of the Bank of Italy 
 

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.  
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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.  

 
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  
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US$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.  
  

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 percent 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).  
 

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, 
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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.   
 

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 



 - 45 - 

 

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 percent 
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 percent. 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.  
 
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 
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meetings should assess policy coherence and proper institutional coverage in various areas, and 
identify gaps or overlaps in the operations of international agencies. 
 
 
Statement by Mr. Francisco Gil-Díaz, Minister of Finance and Public Credit (Mexico) 
 
Development Effectiveness, Partnership and Challenges for the Future 
 

Development economics is certainly one of the most exciting subjects in social sciences. 
“Once one starts to think about them, it is hard to think about anything else”, as Lucas once 
wrote about it. Sometimes it can be a frustrating subject, too. Why, after two centuries of the 
Industrial Revolution, is poverty so widespread in most of the world? The quest for economic 
growth is not an easy task. 

 
According to the stage of evolution of the economic thinking, during the last half-century 

a variety of formulas have been trailed to boost “economic development”. Along this period 
mixed results have been witnessed, as accurately pointed out in the World Bank research 
document The Role and Effectiveness of Development Assistance: Lessons from World Bank 
Experience. 

 
Today, we have a better understanding of the ingredients involved in the development 

process. In the early years, physical investment financed by foreign aid was the core of the 
strategy. Fiscal discipline, open markets, “right” exchange rates, privatization, deregulation are 
some of the common elements of the macroeconomic policies applied in the last decade. 
However, economic performance in different latitudes shows that all these elements by 
themselves are not enough to accomplish the rate and quality of growth our societies are 
demanding. 
 

Something else is missing: it is institutions, and they matter in the broadest possible sense: 
 

• An independent, honest judicial system that enforces private contracts, that does so 
promptly and predictably and at a reasonable cost for private individuals; 

• Economic stability brought about by independent central banks and strong treasuries that 
avoid deficit finance, inflation, and black markets in foreign exchange that tax exports; 

• A government that functions with minimal corruption and that does not have ample 
powers to expropriate private property; 

• Openness to foreign trade and to foreign investment; 
• Social environment conducive to people participation in society decisions and to foster 

individual entrepreneurial initiatives.; 
• Social policies to pull the poor up by their bootstraps and oriented to level the playing 

field for all segments of population. 
 

Being able to achieve the above is not easy, it requires diverse groups within society or, 
what often is an equivalent, different political parties, to agree on a common economic platform. 

 
What is the role of multilateral institutions to complement countries’ own efforts to build 

a strong institutional framework?  The lessons of the Mexican experience tell us that countries 
may need and welcome the expert advice offered by institutions such as the World Bank, the 
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EBRD, the IDB and the IMF.7 Sometimes, even if the country has the technical expertise, the 
neutrality of experts from multilaterals is welcomed.  Project and program finance may or may 
not be associated with such advice. Finally, in order to encourage good performance 
concessionaire programs should be related to results, not to promises.  We therefore believe that 
the World Bank Group should target its financial and non-financial assistance to institution 
building, to the implementation of the private sector development strategy, and to build effective 
trade capacity in client countries. 
 

As our own experience shows, Mexico has largely benefited from its partnership with the 
World Bank. In different opportunities and circumstances the financial, technical and policy 
support of the World Bank has contributed in the construction of Mexico’s physical 
infrastructure and institutions, in the development of its human capital and in the implementation 
of sound sectoral and macroeconomic policies. A good recent example of the valuable role of the 
World Bank is the sectoral and policy notes prepared to help the current administration in the 
transition period. 

 
But more than concessions to developing economies, developed countries ought to 

rethink their policies regarding free trade, which so often blocks from their markets the products 
in which emerging country producers have advantages. Diverse calculations have shown that 
emerging market economies’ are shortchanged to such an extent by protectionist policies, that 
the output foregone is several times greater than the amount of aid they receive. Another area 
where more developed countries can cooperate is in a revision of their policies towards tax 
havens. If we are going to combat seriously money laundering, fraud and tax evasion, worldwide 
coordination to eliminate the secrecy of tax havens is indispensable. Without the major financial 
centers cooperation, the success in eradicating these practices will also be an elusive quest. 
 
Education for Dynamic Economies 
 

The purpose of development is to widen people’s choices, not only to increase their 
income.  Amartya Sen, in his book Development as Freedom (1999), argued that development is 
about the expansion of capabilities or, in one sense, expanding the ability of an individual to 
shape his or her life. Moreover, development must focus on constructing human skills and 
offering people the opportunities to use them. Education alone may not solve this problem, but 
the problem certainly cannot be solved without education. While education is valuable in itself, it 
also contributes to economic development by freeing people from the bondage of illiteracy and 
ignorance, thus enabling them to increase their share of participation and benefits in market 
mechanisms. It this sense, education also contributes to the reduction in economic and social 
inequality, and empowers people to benefit more effectively from civil rights and democracy by 
widening their choices. 

 
From a classical point of view, education is a form of savings, causing accumulation of 

human and social capital. If this kind of capital is considered as an input in aggregate production, 
the contribution of education to growth is decisive. More and better educational attainment also 
helps countries to “move up the ladder” from production and export of less- to more skill- and 
capital-intensive goods. From another point of view, an educated labor force is also better able to 
absorb global knowledge and technology. In this sense, education should not only be seen as a 
                                                 
7  European Bank for Reconstruction and Development, Inter-American Development Bank, and International 

Monetary Fund, respectively. 
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direct input to production, but more as a means of learning the production process and improving 
it to yield more output, becoming more of an endogenous element, as the new growth theory 
suggests.  

 
Whatever the view, education is both the seed and the flower of development. We 

welcome therefore that the World Bank has become the world’s largest external provider of 
financial resources for education, providing over US$30 billion in loans and credits since 1993 
and currently financing 164 projects in 88 countries. However, to achieve the Millennium 
Development Goals, implementation of the right domestic policies will be essential. Likewise, 
external aid –both financial and technical– will be required to complement domestic resources. 
While the World Bank should be ready to mobilize its expertise and financing, the international 
financial community, particularly the richer countries, should also be ready to provide the core 
share of the required financing. 
 

We therefore endorse the proposal of a “development compact for education” in the 
broader context of the CDF/PRSP framework8 that stresses country-ownership of the educational 
strategy and program partnership with all bilateral agencies and multilateral organizations 
involved.  However, we want to bring four additional points to your attention: 

 
• In today’s global and interdependent world, free trade is exposing more starkly than 

ever some of the failures in development across many countries, particularly in 
education. The positive side of this is that free trade is increasing the demand for 
skilled labor, and many companies leapfrogging in high-tech operations now require 
quality school education even for simple assembly-line operators. This has been the 
case of many regions in Mexico after eight years of NAFTA.9 The endogenization of 
the returns to education and their scaling-up strongly call for open markets and freer 
trade; 
 

• Social returns to investment in education seem to be higher in primary education for 
developing countries. However, countries with higher levels of education learn 
technologies quicker and catch-up faster with developed ones. Since globalization is 
making comparative advantages dynamic, countries without a solid secondary and 
higher education will lag behind soon. A plan of education for all must consider 
universal primary education only as a first step; 
 

• The 36 successful countries that eradicated illiteracy identified by the World Bank 
show that the perception of a trade-off between access and quality of education is 
spurious. Measuring education in terms of children completing six years of school 
instead of just measuring matriculation sustains the conclusion that quality education 
helps to explain the expansion of its coverage; 
 

• The bulk of Bank support to education has traditionally been channeled through 
governments with whom the loans and credits are signed. We encourage greater 
involvement of the private sector in the delivery of education. In this regard, the 
International Finance Corporation (IFC), a Member of the World Bank Group, should 
increase its support for profitable private sector education programs. 

                                                 
8  Comprehensive Development Framework/Poverty Strategy Reduction Papers. 
9  North American Free Trade Agreement. 
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To achieve the Millennium Development Goals (MDG) of universal primary education 

for all children by 2015 and reducing the education gap between boys and girls by 2005 as set 
out in Dakar in 2000, it is necessary to implement a realistic year-by-year road map as quickly as 
possible, stressing country-specific needs with measurable targets that enforce accountability and 
effectiveness. Only then will we be able to make education contribute to the construction of 
democratic societies and globally competitive, dynamic economies in an environment of 
sustained growth. 
 
HIPC Initiative 

 
We welcome that the Highly Indebted Poor Countries (HIPC) Initiative is making steady 

progress. Nevertheless, we are concerned with the slow-down in the Initiative and the rising 
costs to finance it. Today, the total cost for the HIPC Initiative stands at an estimated US$36 
billion in 2001 Net Present Value (NPV) terms for both bilateral and multilateral creditors. 
Because canceling debt directly affects the capacity of multilateral development institutions to 
provide concessional lending to the world’s poorest countries, increasing multilateral costs raise 
a yellow flag to the whole process. The HIPC Trust Fund, established to help multilateral 
institutions meet their share of debt relief financing, has obtained US$2.5 billion in bilateral 
contributions and pledges from about 20 countries.  Yet an estimated US$700 million financing 
gap for the multilateral part of this Trust Fund still remains open for the next 12 to 18 months. 
Since the Initiative started, Spain, Mexico and Venezuela in our chair have contributed to close 
the overall financial gap by searching creative and pragmatic bilateral solutions. Spain has been 
closely working with Guatemala to solve bilateral claims,10 as Mexico did with Nicaragua and 
Venezuela with Bolivia.11 A multilateral approach led by Spain is also under way with Costa 
Rica.12 
 
 We find unacceptable that many commercial creditors exploit the HIPC initiative by 
seeking full payment (and even profits) from insolvent borrowers, while official bilateral and 
multilateral creditors are making their best efforts to reduce the debt overhang in poor countries. 
This fact does not only widen the financial gap to sustain the Initiative, but also contributes to 
increase an already asymmetrical burden-sharing of overall HIPC costs. Let me be clear on this 
last point: in our view, the transfer of net-income from Multilateral Development Banks to 
finance the HIPC Initiative raises severe moral-hazard concerns among “good borrowers”, as 
their debt-service payments end up financing “bad borrowers”. It ends up as a transfer of 
resources from poor countries to poorer ones. We strongly encourage all commercial creditors 
and bilateral donors to fully participate in the HIPC initiative, as many countries in our chair 
have done. 

 

                                                 
10  Spain swapped outstanding claims against Guatemala for this country’s debt against Nicaragua. This swap 

resulted in an effective debt cancellation of Nicaraguan debt by Spain of US$351, finally solving the debt 
problems among the three countries. Regarding Costa Rica, Spain is willing to lead a multilateral solution, too. 

11  Since the Initiative started, Mexico granted debt relief to Nicaragua through a buy-back with a 92 percent up-
front reduction. Venezuela latter wrote-off its claims on Bolivia. Neither Mexico nor Venezuela belong to the 
Paris club. 

12  In the same spirit, two countries in our chair –Nicaragua and Honduras– have successfully completed their 
PRSPs and have reached the Decision Point under the Initiative. Work is currently in progress in both countries 
towards reaching the Completion Point. 
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 Moving forward, we believe that the best approach to HIPC should be a constructive one. 
Since HIPC relief provides a sound basis for an exit from unsustainable debt, ensuring it requires 
a broader set of actions and reforms by HIPC countries and the international community overall, 
stressing partnership among all parties involved and harmonization of policies and procedures 
from donors. Moreover, while HIPC countries must continue their commitment towards 
economic and social policies and institutions as embodied in their PRSPs, developed countries 
must answer with open markets and free trade, as it is estimated that gains from trade exceed by 
far the most ambitious debt relief scheme. It is trade more than aid what these countries need. 
 
Harmonization of Operational Policies and Procedures 
 

The harmonization of policies and operational procedures is certainly an essential 
contribution to development effectiveness when we bear in mind that the development 
community has currently over 333,000 projects in more than 140 countries. The core of this 
harmonization exercise must therefore be the coordinated effort to boost productivity with the 
aim to improve development effectiveness. This principle must guide work in borrowing 
countries –by reducing the time and costs of addressing the multitude of donor requirements –as 
well as in donor countries and institutions –by minimizing duplication and other costs. 

 
Moreover, following the lessons in development effectiveness after half a century of 

Bank operations, we want to stress that the harmonization exercise must also contribute to 
ownership of the development strategies by the client countries. In particular, we welcome the 
Bank becoming engaged with partners to improve coordinated support to country-led assistance 
strategies. 

 
In this light we welcome the progress in harmonization and call for moving faster to the 

next ambitious steps. 
 
Proposed Action Plan for Enhancing the Bank’s Ability to Help Client’s in Their Fight Against 
Money Laundering and Financing of Terrorism  
 

Our chair strongly supports the joint effort by the World Bank Group and the 
International Monetary Fund to intensify work on Anti-Money Laundering (AML) and 
Combating the Financing of Terrorism (CFT).  

 
We strongly support the preparation of a single comprehensive assessment methodology 

for compliance with AML/CFT measures, and we believe that a full evaluation of its 
implementation is essential for everyone on a voluntary basis. In particular, we believe that 
voluntary nature of the process should be stressed, because the international development 
community must avoid to imply any kind of new conditionality with AML/CFT assessments, 
especially since they are not performed on every Paris Club member. In this regard, we welcome 
the United Kingdom  approached the Financial Action Task Force (FATF) to visit them and 
carry out an assessment of their compliance with the forty FATF recommendations for AML and 
the eight special recommendations on CFT, alongside and to the same timetable as their 
Financial Sector Assessment Program (FSAP). We encourage other industrialized countries to 
follow the UK to give transparency to this initiative. Furthermore, we call the World Bank and 
the International Monetary Fund to work on incentives to stimulate a positive voluntary response 
to the assessment of each country’s compliance with AML/CFT in their financial systems. 
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Statement by Ms. Eveline Herfkens, Minister for Development Cooperation (The 
Netherlands) 
 
Follow up of Financing for Development (FfD) 
 

The FfD conference is behind us and we can conclude that it was a success. I now call on 
all development partners to build on its achievements. The pledged ODA increases were 
substantial. They still fall short of the USD 50 billion required but at least the 0.7 percent target 
for ODA is back on the agenda. That leads me to expect that ODA will continue to rise in the 
future. I was delighted to hear policy coherence emphasized by many conference participants. 
The widespread awareness that trade policy, investment, debt and aid are linked is a formidable 
step forward in our fight against poverty. Another achievement is the growing consensus on the 
need to change the relationship between rich and developing countries to a relationship 
characterized by mutual responsibility.  This means quality of aid in return for sound policies and 
good governance.  In addition, I stress increased market access for developing countries as this 
would promote their development.  I congratulate the Bank and the Fund on their input. Both Jim 
Wolfensohn and Horst Köhler are playing key roles in mobilizing support for the achievement of 
the UN Millennium Development Goals (MDGs). The Bretton Woods Institutions have operated 
in true partnership with the United Nations and the World Trade Organization and this should be 
taken as a basis for even closer collaboration.  In the follow up of FfD,  I urge the international 
financial institutions (IFIs) to stay engaged in the process of implementing and monitoring the 
MDGs, for which a new strategy is now being developed by the UN.  Bank and Fund should 
consider how they intend to act upon the FfD outcomes paper. 

 
Preview to the World Summit on Sustainable Development  
 

At the FfD conference, our priorities – coherence, mutual responsibility and the 0.7 
percent target - were widely shared. This has encouraged me to continue the battle in 
Johannesburg, at the World Summit on Sustainable Development (WSSD). Let us make more 
progress towards the goals of FfD by sustaining our efforts to increase ODA and improve market 
access for developing countries. We should think twice before introducing a lot of new topics at 
WSSD and cluttering the development agenda again, now that it has become a lot more focused 
thanks to the Millennium Development Declaration, Doha and Monterrey.  

 
In my view, the main issue at the WSSD will be the relation between environmentally 

sustainable development and poverty reduction. In too many OECD countries Agenda 21 has 
been reduced to only the aspects dealing with the environment. I am therefore pleased that the 
Bank is carrying out important analytical work on the relationship between poverty reduction 
and environmentally sustainable development.  I particularly look forward to the WDR 2003. 
One issue is the need to integrate Poverty Reduction Strategy Papers (PRSPs) and National 
Strategies for Sustainable Development (NSSDs) at country level. Developing countries have 
substantially improved their policy frameworks by formulating PRSPs. The PRSPs should 
ideally be ‘green’ in outlook; that is to say, they should be based on the principles articulated in 
Agenda 21. If PRSPs are not in line with the NSSD concept or have insufficient NSSD content, 
then I hope the PRSP countries will integrate the two sets of policies and Bank staff should be 
ready to assist when called upon. 
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Poverty Reduction Strategy Papers - Reviewing the Approach 
 
The PRSP and PRGF Review has produced many useful findings and I am pleased with 

the way the Bank and Fund have translated these findings into proposals and ‘best practice 
suggestions’. I suggest that the next PRSP progress report indicate whether stakeholders in the 
PRSP process have carried out the proposed actions. I fully support the proposals for the donors. 
They should align their aid with the PRSP. This means adjusting to the budget cycle of the 
recipient country and providing multi-year assistance, to facilitate the budget planning of the 
PRSP country. I am going to see to it that all Dutch bilateral development cooperation takes 
place within the framework of a country’s PRSP (if they have one of course).  

 
There is much to say about participation in the PRSP process. I would just like to note 

that the role of Parliaments in PRSP countries gives reason for concern. The Review paper 
signals that they have not been involved sufficiently in most countries, for several reasons. I 
think it is crucial that the elected representatives of the people  should participate in the PRSP 
process. To the extent that there is a capacity problem, I would like to mention that I support the 
activities of the Parliamentary Network on the World Bank, which aims at strengthening the 
capacity of parliaments to participate in the PRSP process. Furthermore, I would like to 
encourage the Bank and the Fund to report in the Joint Staff Assessments more elaborately on 
the participation process, in particular on the way in which views from civil society have been 
taken up in the PRSP.    

 
I also support the suggestions and proposals, made in the PRSP Review paper, for the 

International Financial Institutions (IFIs): 
 
One of these concerns the need to increase domestic revenue.  In my view, IFIs should be 

more active in this field and help countries to strengthen their tax administration systems and to 
improve their revenue.  This will allow higher (pro-poor) budgets and contribute to long term 
self sustainable budgets.  Considering the funds needed to implement PRSPs, it is important that 
IMF resident representatives in PRSP countries intensify their dialogue with donors. 

 
Another suggestion in the Review paper addresses the need for analytical work to 

improve the understanding of the relationship between policies and poverty outcomes.  IFIs 
should intensify analytical work in the field of public expenditure management: Public 
Expenditure Reviews and Medium-Term Expenditure Frameworks. However, PRSP countries 
should be able to rely on IFIs for advice not only on pro-poor budgeting but on the whole 
spectrum of pro-poor growth. I therefore find it disappointing that the Poverty and Social Impact 
Analyses (PSIAs) are not yet in widespread use. I want to see the IFIs take a more proactive role 
in assisting countries with PSIAs. These are essential for making pro-poor choices in the context 
of macroeconomic and structural policies. If a PSIA concludes that compensation measures for 
the poor are necessary, then these measures will have to become an integral part of the policy 
framework. Bank and Fund conditionality under the PRSC and PRGF will also need to be 
analyzed for their relevance to poverty reduction. Of particular importance is the impact of trade, 
investment and competition policies on poverty.  

 
There are several areas which can make a lot of difference for poverty outcomes. First of 

all, income distribution policies. In general terms, greater income equality improves growth rates 
and the poverty efficiency of growth.  While research shows that on average the impact of 
growth on income distribution is neutral, nevertheless in individual cases this impact may be 
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strong.  This points to the need to investigate what policies and conditions might have an impact 
on the income of the poor. Secondly, labor-intensive production and productive entrepreneurship 
need more attention. I still wonder what the Bank has done to flesh out this topic since the 
publication of the 1990 WDR on poverty, which advocates labor intensive growth. Thirdly, trade 
policies that promote exports.  PRSPs should not be limited to national policies but should also 
address international dimensions of development like regional integration and access to foreign 
markets (e.g. how can the Least Developed Countries maximize the benefits of the “Everything 
but Arms” Initiative). Fourthly, the sequencing of reforms, since their impact depends on how 
they are sequenced. Privatization of State Owned Enterprises or liberalization of markets can 
only have the desired effect once certain conditions have been met. 

 
The HIPC Initiative  

 
The issue of financing the PRSPs has become more pressing now that more countries 

have entered the implementation phase of the PRSP process. HIPC debt relief provides a good 
share of the financing required. The Bank and Fund report that progress is being made in the 
HIPC initiative. The negative ODA trend has also been reversed. But I do not believe all is well. 
As for HIPC, I think the Bank and Fund, in addressing the HIPC financing requirement, are 
focusing too much on the short term. Although there is probably no liquidity problem this year, I 
do not feel reassured when I look at the Outlook figures. They show that an amount in the order 
of at least USD 0.7 – 1.6 billion (including the additional costs of assisting countries which do 
not have a sustainable debt at the Completion Point) still has to be financed.  Given that the 
issues of debt sustainability and HIPC financing have not been resolved it is incumbent on us to 
keep them on the agenda.  I strongly urge that this be a discussion item at the next Development 
Committee. 

 
Development Effectiveness 
 

I would like to congratulate the Bank on its report on development effectiveness. I fully 
support the idea of a compact between developing countries and donors:  increased ODA in 
exchange for good policies and good governance.   This compact of mutual obligations should 
mean that no low-income country with a credible poverty reduction strategy will fail to achieve 
the MDGs for lack of external funding.  I am also fully dedicated to promoting more rapid trade 
integration of developing countries, as this would benefit their development.  In addition to 
raising the quantity of aid, we also need to improve its quality, through untying of aid, 
harmonization of donor procedures, multiyear commitments and alignment with the PRSPs. 
Under the compact, all actors committed to the MDGs should be monitored to see whether they 
comply with their obligations. Just like the performance of recipient governments, donor 
performance should be reviewed in a mutual way, in terms of both the quantity and quality of 
aid. Furthermore, rich countries should be assessed not only as donors but also as trading 
partners, given the need for coherence between trade and aid policies. Greater efforts to link 
trade and aid will make an enormous difference for the poor. Trade agreements need to be 
assessed for their pro-poor content. In fact, this means that  the WTO also should sign up to the 
MDGs. 

 
The report on Development Effectiveness urges donors to be more selective in allocating 

aid and in targeting aid at good performers. There is indeed room for improvement, in particular 
for those donors who are guided by geopolitical motives. The report points out that focusing on 
performance is crucial when allocating aid. But the Bank forgot to add that focusing aid on the 
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low-income performers has the greatest possible impact on poverty reduction. Dispensing with 
geopolitical considerations as a basis for aid allocation would be a step forward but is not 
enough. The effectiveness of aid depends on how it is delivered: aid decisions should also be 
separated from national interests. National business interests have led to tied aid and institutional 
egos have made donor agencies want to be visible and put up their own flags on their projects. 
All this has hampered the effectiveness of aid. All of us know what went wrong and how to 
address it.  

 
If donors apply the lessons learned and raise the level of aid effectiveness there will be 

greater public support for development. After all, parliaments and civil society in donor countries 
are concerned about achieving the MDGs and they will support increases in ODA budgets only if 
money spent shows results. With strong political leadership in donor countries combined with 
efforts to raise awareness among the public, it is certainly possible to make the right choices. 

 
Harmonization of Procedures and Operational Policies 

 
The second progress report on donor harmonization provides a good opportunity to 

comment on this important aspect of aid effectiveness. Finally, the Bank has started reviewing its 
fiduciary arrangements to facilitate participation in Sector Wide Approaches (SWAPs). The 
Bank has also extended collaboration under the Country Financial Accountability Assessments 
(CFAAs). In ten countries bilateral donors, including the Netherlands, took part in the CFAA 
exercise. Reports from the field reveal that the Bank and donors approach the CFAA exercise 
differently and that the Bank does not always take input from donors seriously. I encourage the 
Bank not to regard CFAAs as a one-time fiduciary requirement, but as a joint instrument for 
development which sets the agenda for improving financial management. 

 
Low Income Countries under Stress (LICUS) 

 
I have noted with concern the Bank’s attempts to address the challenge of poorly 

performing countries. The DC document on Low Income Countries under Stress aims to provide 
a policy framework for a category which includes very different kinds of poorly performing 
countries. It is important to distinguish between countries which do not have the capacity for 
good policies and good governance and those which lack the political will to improve 
governance and policies. However, the Bank does not have sufficient capacity and expertise in 
political analysis to make this distinction. In my view, conflict countries and failed states are 
clearly part of the mandate of UNDP and NGOs. I therefore regard the LICUS proposal as a case 
of mission creep. The Bank should respect the mandate of other institutions and only become 
involved in conflict countries and failed states at UNDP’s request. As for post-conflict countries, 
I support the policy that the Bank introduced last year. I especially appreciate the Disarmament 
Demobilization and Rehabilitation (DDR) programs and the Bank’s role in arrears clearance for 
post-conflict countries. The Bank’s role in the other categories of LICUS should be limited to 
Economic and Sector Work. This will allow the Bank to step in as soon as countries make the 
transition from conflict to post-conflict.  

 
Education for All (EfA) 

 
The action plan ‘Accelerating Action for EfA’ paints a clear picture of the challenges in 

education. The Bank has calculated that an additional US$2.5 billion is required in order to 
achieve universal primary education (UPE) for the bottom 47 countries. In total, 88 countries are 
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at risk of not achieving UPE. We are all aware that EfA is more than UPE and that this amount is 
only the external deficit and not the total additional financial requirement. We should also keep 
in mind that there are 41 other countries which may fall short of the EfA goal. The Bank’s action 
plan for achieving a 100 percent primary-school completion rate in EfA countries is an ambitious 
first step. Now, the results of the studies need to be translated into country-by-country plans to 
reform existing systems and to find ways to cover the additional costs of implementing these 
reforms. Our goals may seem daunting, but we must meet this challenge.   

 
Effective measures require thorough analysis first. That is why I have supported the Bank 

in its research on the issues and problems in the field of education and financing. Apart from 
financial conclusions, the Bank has also come up with best practices for education policy. I am 
pleased to note that the Bank had the courage to suggest that enrollment can be increased by 
abolishing user fees for primary schools. These fees were a common feature of Bank-supported 
programs, but the present Bank study argues that these fees can seriously impede access to 
education for poor children. The study also emphasizes the need to link education to broader 
policy issues, such as HIV/AIDS. It is a tragedy that 10 percent of African teachers are expected 
to die of AIDS in the next ten years. Children cannot stay in school because they have to look 
after AIDS patients in the household. It is good that the study clarifies the consequences of 
HIV/AIDS for education. The study also concludes that extra efforts are needed to achieve 
gender equity on top of mainstreaming gender into general education policies. The meeting in 
Amsterdam concluded that the indicative framework used by the Bank, will calculate explicitly 
the cost for these extra gender efforts.  I remind fellow members that the MDG is to close the 
gender gap by 2005.  

   
Donor coordination within a single national framework, as discussed in the previous 

section, is also an issue on the EfA agenda. The international community vowed in Dakar that no 
country seriously committed to EfA will be thwarted in the achievement of the EfA goals by a 
lack of resources. Not much has been done to meet this commitment. Donors often use the 
argument that the absorptive capacity in recipient countries is insufficient. The World Bank 
study, however, argues that it is donors who create a capacity problem. Fragmented, 
uncoordinated and supply-driven donor projects form a burden on countries’ limited capacity. 
During the EfA conference in Amsterdam 10-11 April, donor coordination was a key issue.  I 
think it would be an interesting idea to introduce a code of conduct for the donor community. 
Donors should help, not hinder.  

 
Although the international community did not make much progress after Dakar, I now 

see new grounds for optimism. More donors are prepared to coordinate their activities and lower 
their flags. At the conference I could see growing support for a donor consortium on Education 
for All, an idea that was also pushed by the Global Campaign for Education. There is an 
emerging consensus on putting together a mechanism supplementary to, not competing with, 
existing channels. The mechanism should be aimed at countries that deserve support on the basis 
of their educational programs and their wider anti-poverty programs, but who face a lack of 
bilateral donor support. I support the fast tracking approach as described in the Bank paper. 
Furthermore, this mechanism would be placed, where possible, within national education plans 
and budgets, in the framework of the PRSP.  I am prepared to work on the shape and content of 
such a financing mechanism and to do it quickly. I am also prepared to contribute 135 million 
euro, on the understanding that some other donors support it too. I appeal to the members of the 
Development Committee: Ministers should be willing to ensure that the financing gap is closed 
for countries that implement the right education policies. By the next Development Committee 
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Meeting, we should be able to review the first actions taken. By the end of this year funds should 
have started flowing.   
 
 
Statement by Mr. Famara L. Jatta, Secretary of State for Finance and Economic Affairs 
(The Gambia) 
 
Development Effectiveness, Partnership, and Challenges for the Future 

 
The global economic prospects for the world were not promising when we last met in 

Ottawa, Canada, last year.  We were preoccupied with the recession and security concerns. The 
meeting took note of global events and asked the Bank to undertake a study on the effectiveness 
of development assistance during the past 50 years.  We are pleased with the quick and 
comprehensive report provided in response to our request. 

Our discussion today comes at an opportune moment.  We are currently very much aware 
of the interdependence of nations, notwithstanding the spatial differences and wealth levels.  We 
have a common understanding that poverty and rising inequality levels pose challenges requiring 
an international response.  The recent International Conference on Financing for Development 
held in Monterrey, Mexico, demonstrated that there is sufficient will to work towards the 
attainment of the Millennium Development Goals (MDGs) adopted by the UN in 2000.  We now 
have high expectations that urgent socio-economic differences will be addressed. 

The report gives a fair record of the different development experiences, covering the 
notable successes of the Asian continent in particular.  It also gives a clear account of the slow 
progress in the poorest countries today, concentrated mainly in Sub-Saharan Africa.  Above all, 
the report contextualizes the diversity in the development process and frames the question of the 
development effectiveness and the role of the Bank in a proper perspective.   

The composite lessons of experience indicate that good governance, effective institutions 
and sound policies are essential for sustained development.  Effective mobilization of domestic 
resources, foreign direct investment and significant investment in human capital are also crucial 
for development.  Furthermore, there is currently enough evidence that the requisite changes in 
the poorest countries will be a function of more and better targeted aid and open trading regimes. 

Given the current knowledge and experience pertaining to development, we completely 
endorse the call by the Bank President for a development compact between rich and poor 
countries. Countries that are working on PRSPs are well on their way to demonstrate decisive 
leadership and ownership in building institutional capacity and adopting sound policies,  Further 
work on strengthening the partnership with the private sector is, however, still necessary to 
bolster confidence in the investment climate.  Relatedly, prioritizing and sequencing of the 
corrective policy actions is an important aspect of the learning agenda. 

Our support for the development compact relates to its call to developed countries to 
increase external assistance and widen market access for developing country products.  Barriers 
to trade, including behind the border issues, remain the single most pressing constraint to trade 
for developing countries today.  We commend the Bank’s work in this area and look forward to 
pilot studies on the results of the Integrated Framework on trade.  The success of the on-going 
Doha trade round is premised on positive outcomes on issues related to tariffs, subsidies and 
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intellectual property rights.  We call upon the Bank to complement country efforts directed to 
sustainable growth for poverty reduction through research and  trade capacity building. 

 
Financial and technological transfers, together with other forms of development 

assistance, have had an impact on growth and poverty reduction.  Cross-country analysis gives 
evidence of aid effectiveness in reducing poverty and promoting investment .  Country 
experience with economic transformation also point to the usefulness of international assistance 
in drawing private flows to emerging markets.  At an institutional level, Bank operations, over 
time, have generally helped improve development outcomes, particularly in the human 
development sectors such as health and education. There is evidence that even at project level, 
Bank assistance has encouraged productivity and improved economic performance. 

To accelerate long term development and translate lessons of experience into practice, the 
development compact must yield results on additional financial assistance announced in 
Monterrey.  Specifically, renewed efforts must be directed at faster and higher levels of debt 
relief particularly for post conflict countries.  Innovative financing measures dealing with the 
vulnerability of productive bases as a result of terms of trade shocks must be created.  This is 
particularly poignant in Sub-Saharan Africa.   

Development progress in practice is a result of how countries have utilized their 
opportunities.  We accordingly call on the Bank to strengthen its work focusing in helping 
countries develop strategies for economic diversification.  It is essential that the Bank should be 
accountable for results and its actions should maximize development effectiveness.  In 
partnership with the development community, the Bank’s work on global public goods remains 
crucial.   

On accountability for results, we would like to refer to the New Partnership for Africa’s 
Development (NEPAD).  NEPAD is a testimony that African leaders have accepted the 
challenges posed by HIV/AIDS, conflicts and poor governance.  We are greatly encouraged that 
the international community has taken NEPAD as a basis for a new compact with. 

   
We support Bank efforts to direct resources to low income good performers while 

simultaneously not neglecting low income countries under stress (LICUS).  For my 
Constituency, the current work on LICUS is an important complement to NEPAD.  We view it in 
a strategic context as an attempt to avoid the problem of failed states.  We feel that the excellent 
work on development effectiveness would not be holistic and complete if the Bank does not 
address LICUS problems.  We look forward to discussing the LICUS strategic framework for 
Bank engagement in the next Development Committee meeting. 

 
Education for Dynamic Economies: Action Plan to Accelerate Progress towards Education for 
All (EFA) 
 

Our discussion today follows the EFA meeting held in Amsterdam a few weeks ago. We 
are delighted that we are discussing this subject, keeping the momentum established by the 
recent development consensus reached in Monterrey. The document before us is well researched 
and well written. It provides us with rich statistical information from 155 countries. Clearly, the 
scorecard shows that increases in education spending have had mixed results. It is a cause for 
concern that  88 countries are off-track in achieving universal primary completion rates. The 
document makes a compelling argument for the need to accelerate EFA progress. 
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We cannot over-emphasize the link between education and the development of 
competitive economies. In our view EFA is an imperative first step towards the accumulation of 
broad knowledge and skills. We therefore urge speedy action with regard to the need to fill gaps 
in data, policy and financial resources. The data needs are quite urgent given that reliable data 
will underpin successful national strategies. At present, data even when it is available, is 
inadequate and not up-to-date.  For this reason, we welcome the proposed formal collaboration 
between the Bank and UNESCO’s Institute of Statistics.  

 
On the policy front, we are still grappling with the required improvements in the delivery 

systems, the quality of learning and the distribution of resources within the sector. We would like 
to stress that it is still possible for countries to realize efficiency gains by focusing and 
reprioritizing actions. The budget discipline introduced by the Medium Term Expenditure 
Framework (MTEF) is a valuable tool in a 3-year planning cycle. We request the Bank to 
systematically introduce the MTEF in its deliberations with countries on public expenditure 
management.  

 
The Action Plan estimates that if 47 low-income countries with the lowest primary 

completion rates were to raise their primary education expenditures from the current  US$7.4 
billion to US$16.4 billion per year, there would still be a funding gap of US$2.5 – 5 billion from 
now until 2015. These are huge estimates. Looking ahead, it is  most appropriate that a 
development compact for the EFA process is sought. Collective international action is the most 
promising way forward at this time. We thank the Dutch government for the 135 million Euros 
pledge for EFA. It has provided political and financial leadership in this respect. 

 
We are pleased to note that as part of the international community, the Bank is providing 

analytical and financial resources. Through its engagement, both lending and non-lending, the 
Bank is bound to contribute on the attainment of the Millennium Development Goals (MDGs). 
As we seek more resources for the sector, we believe that the Bank would be an appropriate 
institution to manage a Trust Fund dedicated to this purpose if such fund is created. Given that 
the Bank has a wide mandate in education, we would encourage it to widen its sector strategy 
such that it links both formal and non-formal aspects of education in its activities. Included in the 
strategy should be the  incentives for keeping girls longer in the school system and increasing the 
participation of communities in the management of schools. 

 
We commend the general thrust of this paper. By adopting the universal primary 

completion (UPC) rates it goes beyond the original parameters set by the target of universal 
primary enrollment(UPE). UPE rates are still important as a starting point. However, the 
outcome at the end of primary education is dependent on a set of other indicators including the 
quality of educators and repetition rates. UPC is thus significantly broad to capture the effect of 
other indicators. 

 
As a credible framework document, the paper has benchmarks on which to draw an action 

plan. It also has norms distilled from the experience of countries that have succeeded in raising 
their education standards. These are presented as lessons and possible guidelines. The lessons 
resonate with particular historical background and may have better significance in a regional 
context. In general, we would caution against a “one-size-fits-all” simplistic approach to 
sequencing policies necessary for the attainment of EFA goals.  
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The devastating effects of HIV/AIDS, armed conflicts, and inappropriate targeting of poor 
and displaced children deserve particular mention. In some of the countries that have serious 
challenges with respect to EFA progress, Bank programs must specifically address these 
challenges. Bank actions must be multi-pronged, reflecting the lessons learned in dealing with 
post-conflict countries. In addition to raising awareness on preventive measures, Bank lending 
should complement other programs addressing the HIV/AIDS scourge in other sectors such as 
health, transport, urban and rural development. 

 
HIPC Progress Report 
 

The HIPC Initiative is fundamentally important for us.  We have previously expressed our 
appreciation for the Initiative, and we wish to record the same sentiment this time.  Our previous 
remarks on the status of implementation of the HIPC Initiative focused on the need for flexibility 
in the time required between the decision and completion points.  It was our view that shortening 
the period  could go a long way in moving countries faster to their completion points.  The 
countries that have passed their completion points demonstrate that it is possible to fulfill the 
triggers in less than 12 months of implementing a PRSP.  We are aware of course, that this time 
requirement and the quality of a particular HIPC program are intimately related.  A proper 
balance must therefore be struck between the two. 

 
The progress report we have this time is quite detailed.  It shows variation in the progress 

made.  We notice that progress in bringing new countries to the decision point is slower than 
anticipated.  Given that the preparation of the Interim Poverty Reduction Strategy Papers occurs 
concurrently with the process of trying to qualify for HIPC, we are not surprised by the results.  
We would even expect slower progress for countries emerging from conflict.  In some cases 
countries have opted for broad participation and consultation at an early stage.  The result is a 
process that often takes more time than anticipated, inadvertently adding delays in the HIPC 
process.  Overall, we believe that the results of the Initiative are remarkable.  The Initiative has 
reduced the debt stock of participating countries by almost two thirds. 

We would like to underscore the importance of exogenous shocks on country 
performance.  Notwithstanding the initial good performance, the shocks may result in slippages 
outside the control of policy-makers.  For this reason, we appreciate the proposal to approve 
waivers for countries approaching their completion point if performance had been satisfactory 
and targets are missed as a result of circumstances beyond country control.  This gives countries 
confidence in the BWI’s ability to respond appropriately when conditions warrant. 

We count the reorientation of government expenditure as an achievement of the HIPC 
Initiative. Poverty-reducing expenditures, including expenditure on infrastructure and social 
sectors expenditure, are on the increase in aggregate.  Variations in data may not illustrate this 
point clearly.  However, the experience  with PRSPs is beginning to show this trend. 

We are encouraged by the commitment to top up resources provided during the interim 
period. Such resources fulfill the additionality requirement of the enhanced Initiative.  We would 
thus expect that they would be treated as net additions to the resource envelope.  This would 
reinforce the performance of good performers and enhance the credibility of the Initiative.  
Where the external debt sustainability has changed as a result of exogenous factors, providing 
additional resources is the appropriate response because baseline data have changed. 
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We are concerned that the HIPC Trust Fund still has a financing gap.  We urge all 
creditors to honor the enhanced Initiative.  The HIPC is one of the first major international 
efforts that unified the global community around the special challenges facing poor countries.  In 
recognition of the ground-breaking work achieved so far, and in the spirit of the Monterrey 
consensus, we concur with the call upon the non-Paris Club creditors to participate.  We also 
welcome the explicit support given by the BWIs to some HIPCs in order to enable them to 
provide debt relief to other HIPCs. 

 
While we appreciate the successes of the Initiative, a dramatic increase in NPV debt to 

export ratio for 2 post-completion point countries is worrisome.  It points to the need for a 
reassessment of the debt sustainability outlook.  It even raises doubts about the 8-10 countries  
that have passed the decision point and are projected to have debt ratios above 150 percent of 
exports at completion point.  It is clear that export performance may not improve quickly as long 
as the structural constraints facing countries have not changed.  Our advice is that the Bank 
should systematically assist countries with their strategies to widen the revenue base through 
better collection of taxes and improvements in productive capabilities.  It is also worthwhile to 
note that without the opportunity presented by increased market access to developed countries, 
debt relief and concessional finance alone will not ensure the success of countries that graduate 
from HIPC. 

 
Harmonization Of Operational Policies, Procedures, and Practices - Second Progress Report 
 

We welcome the second progress report on the harmonization effort.  In the Development 
Committee of April 2001, we specifically asked for progress reports to be presented to us on a 
bi-annual basis.  The objective was two-fold; firstly, we needed to measure institutional progress 
on reducing transaction costs for borrowers; secondly, we needed to monitor the concurrent 
harmonization processes.  We note with appreciation that lending institutions now concur with 
borrowing countries on the fact that multiple bureaucratic procedures and practices are not only 
impose very high transaction costs but they also are a hindrance to development effectiveness.  
They also tie up unnecessarily the limited capacity of borrowing countries. 

 
We strongly support an accelerated action plan with specific timelines on implementation.  

Previously, we had commended the work of the OECD DAC on the financial management 
aspects of harmonization.  We would like to extend our appreciation for their involvement of 15 
(fifteen) recipient countries in their current work.  We view this as a good model of consultation 
and effective partnerships.  We would also like to highlight the joint effort of the Strategic 
Partnership for Africa and the Economic Commission for Africa regarding the harmonization of 
donor support in the PRSP process.  The messages emanating from the joint work stress the 
following: 
 

• Sector Wide Approaches (SWAPs) facilitate coordination.  Given that programming for 
SWAPs is undertaken jointly, the common pooling of resources imply that the country 
and donors have commonly-agreed standards for procurement and disbursement. 

• SWAPs encourage joint missions for monitoring and evaluation.  Recipient countries 
appreciate this.  It addresses the concern with multiplicity of missions and it also ensures 
that recipient country management of programs is not over-stretched. 
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Given the encouraging spirit with which SWAPs have been endorsed, we encourage the 
World Bank to move fast in their adoption.  We are mindful of the fiduciary concerns expressed.  
We, however, believe that there is enough goodwill among the international community to adopt 
the highest standards of accountability.  The progress made on procurement with the standard 
bidding document for supply of goods indicates that it is possible to make progress on these 
issues.  We would encourage boldness in this regard by moving a step further on standardization 
by reducing the “institution specific” variants. 

 
We welcome the efforts of the International Federation of Accountants Public Sector 

Committee to explore the preparation of generally accepted standard of accounting for 
development assistance.  This would streamline procedures and simplify the compliance process.  
We urge that borrowing country professional organizations, where they exist, be directly 
consulted as this work progresses.  We take this consulting aspect seriously as it is a necessary 
aspect of capacity building.  In our view, harmonization would be incomplete if it does not build 
capacity within private and public institutions in borrowing countries. 

 
The coordination between the Bank and regional MDBs is a step in the right direction.  As 

borrowers are concentrating their efforts to the PRSPs, it is fitting that development partners also 
work within this framework to produce their business plans.  We would go a step further by 
encouraging the coordination of diagnostic and analytical work.  The Bank and the Fund are 
already collaborating well on the Reports on Standards and Observance of Codes and other 
financial sector diagnostic work.  Extending this type of collaboration to include the tracking of 
HIPC resources should not be a problem.  This would facilitate selectivity with respect to offers 
of technical assistance. 

 
Intensified Work on Anti-Money Laundering and Combating Financing of Terrorism (AML/CFT) 
 

We are thankful for the detailed progress report on Bank and Fund activities on anti-
money laundering and combating financing of terrorism (AML/CFT).  We are pleased to note 
that the Action Plan presented to us is premised on the Bank’s and the Fund’s respective 
comparative advantages and mandates.  The Bank has considerable expertise on financial sector 
reforms including governance and the development of legal frameworks consistent with open 
market systems. We believe that by drawing from this experience, the Bank has taken the 
guidance given by the Development Committee in Ottawa last year. 

 
Developing countries have the same need as developed countries for robust financial 

systems that are capable of detecting and stopping the channeling of funds for illegal activities.  
For this reason, we think that the current efforts are necessary and urgent.  We would, however, 
advocate an evolutionary approach to the process.  Going forward, the Bank should concentrate 
on strengthening the legal frameworks in developing countries given that these may not be as 
responsive and flexible like those obtained in developed countries.  On evaluating progress we 
should be mindful that the speed of adjustment to international standards may be constrained by 
structural conditions which will need a longer timeframe to correct. 

Given that the strengthening of financial systems to combat money laundering is a 
relatively new aspect of the Bank’s work program, we are pleased to note the swift progress 
made in expanding the AML/CFT assessment methodology.  It is worthwhile to note that there is 
a convergence of thought between the Bank and the Fund on one hand and the FAFT, IOSCO 
and IAIS on the other hand, on the methodology for assessment.  This assures us that particular 
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care and attention has been given to the mandates of the respective institutions, such that there 
will be no duplication of activities. 

 
We welcome the focus on technical assistance shown by all institutions involved in this 

matter.  The UN Security Council Counter-Terrorism Committee (CTC) has identifies gaps in 
the implementation of UN Resolutions on terrorist financing.  We request that the Bank liaise 
with the UN CTC on the delivery of technical assistance given that the UN already has a 
database of TA needs in different regions.  We concur with the document that TA is likely to be 
required for institution building in general and the establishment of financial intelligence units 
(FIUs) in particular. On this point, we would like to highlight the work of the Eastern and 
Southern Africa Anti-Money Laundering Group (ESAAMLG) established in 1999.  On 
delivering TA to regional FAFT-style bodies, we propose that the particular needs of 
ESAAMLG also be considered. 

 
We welcome the intention to include AML/CFT on future Financial Sector Assessment 

Programs (FSAPs).  Going forward, work on AML/CFT should be part of CASs.  However, for 
countries currently undertaking financial sector reforms, it would be essential to include some 
aspects of AML/CFT in their programs.  Because of the urgent nature of the AML/CFT work, we 
would propose that the Bank conduct assessments and provide TA at the request of countries 
even where such assistance was not envisaged in the CAS. 

 
In conclusion, we would like to support the on-going work on Informal Funds Transfer 

Systems.  Our experience with workers remittances shows that these financial flows contribute 
much to social safety nets in developing countries.  We need to understand the macroeconomic 
and financial impacts of these transfers before we recommend any forms of regulation and 
supervision in this respect.  
 
 
Statement by Mr. Pedro-Pablo Kuczynski, Minister of Finance (Peru)13 
 
Development Effectiveness, Partnership And Challenges For The Future 

 
Let me begin by expressing my strong support to the “Monterrey Consensus”, which 

recognizes poverty as a global problem that calls for a global solution with full participation of 
developing and developed nations in a joint development compact.  The “Monterrey Consensus” 
expands the “Washington Consensus” and places the discussion of poverty reduction and 
development effectiveness in a broader framework, where responsibilities of developing 
countries, as well as of developed countries, are clearly spelled out. September 11 reminded us 
that the world is a single global one, where developed and developing countries in partnership 
have significant roles to play to make it more livable and secure for all. 

 
In this context, developing countries are mainly responsible for implementing sound 

policies, good governance and institutions. The industrial countries are primarily responsible for 
opening their markets to developing country exports, expanding direct foreign investment and 
stepping up financial assistance to developing countries, directly or through the international 
                                                 
13  On behalf of Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay 
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financial institutions.  There is wide consensus that to increase development effectiveness, 
reduce poverty and attain the Millennium Development Goals, a three-pronged strategy needs to 
be followed: greater market access, good country policies and institutions, and efficient 
development assistance. 

 
Let me make some comments on the proposed strategy. 
 

Market Access for All 
 
We are convinced that market access to developed country markets, coupled with subsidy 

reduction/elimination in their agricultural sectors, is the most effective way to achieve 
development effectiveness, and by far superior to increased development assistance.  Several 
World Bank studies amply document the strong link amongst trade expansion, growth and 
poverty reduction. Moreover, trade expansion is instantly embraced by developing countries as a 
sound policy that does not carry the problems of ownership and conditionality normally faced in 
the delivery of aid packages. Examples such as the European Union’s “Everything but Arms” 
and America’s “African Growth Opportunities” are steps in the right direction. We expect that 
non-tariff barriers to textiles and clothing, core activities in which all developing countries can 
expand trade, will also be eliminated.  Market access initiatives should not be restricted to poor 
countries because it is well known that the majority of the poor live in middle-income countries.  

 
Agricultural support in developed countries is mostly concentrated in a small number of 

farmers. It costs US$350 billion a year, or six times the amount of total aid flows. These 
countries should take action to cut agricultural subsidies. Reducing subsidies has a clear win-win 
outcome, and the substantial budgetary savings could be used to develop domestic trade 
adjustment programs in industrial countries and to step up development assistance to developing 
countries, all this with substantial welfare gains in world income, derived from the elimination of 
a severe misallocation of resources to agriculture.  

 
Developing countries should also continue opening their markets to world trade. 

Significant opportunities to expand growth and improve living standards are derived from greater 
trade opening. The experience in Latin America shows significant welfare gains from trade 
opening. We call the Bank to continue supporting policy reforms in this area through trade 
adjustment loans.   

 
Country Policy Reform 

 
The pioneering role of the World Bank in supporting policy reforms in the early 80s and 

its innovative lending role since the 90s deserve our full support because of its significant 
positive impact on development effectiveness. Aid has proven to be most effective when linked 
to policy reform. 

 
The first generation reforms in Latin America, which focused on economic liberalization 

aimed at “getting the prices right”, were well supported by structural adjustment loans from the 
Bank. Bold and rapid reforms proved to be the most effective way to increase economic growth 
and innovation. 

  
Second generation reforms, mainly of institutional nature, require a longer time horizon 

for implementation. To this the Bank responded with the introduction of programmatic lending, 
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which appropriately matches the time horizon of the reforms and allows for better measurement 
and monitoring of reform implementation. 

 
Since the late 90s the Bank has focused its efforts in addressing two crucial issues of 

development effectiveness: how to attain sustained growth over long periods of time and how to 
make growth more inclusive to accelerate poverty reduction.  

 
To address these issues the Bank launched a two-pillar strategy focused on improving the 

investment climate for private investment and empowering and investing in the poor.   To be 
effective, this strategy should be implemented under the Comprehensive Development 
Framework (CDF) principles of a long-term holistic vision of development, owned by the client 
country and implemented in partnership with civil society and multilateral and bilateral donors.  

 
The proposed strategy and the CDF principles are currently being implemented through   

Poverty Reduction Strategies (PRSP) in poor countries. These are country-prepared strategies 
providing a framework for a shared vision of development and better alignment of donors’ 
contributions. The PRSP process has been well received by countries.  

 
Even though it is too early to assess its impact on poverty reduction, some positive signs 

are already showing that we are in the right track: the emphasis on appropriate financial 
management and budgeting, which will permit better allocation of resources, better measuring 
and monitoring of the impact of poverty reduction policies, as well as greater transparency in the 
administration of public resources, including foreign aid. 

 
We call donors and the international community to expand their focus of support and aid 

contributions to address poverty in middle-income countries. To be efficient in combating 
poverty we have to center our efforts in poor people. It is well known that nearly 80 percent of 
the world’s poor (those living on less than US$2 a day) live in IBRD eligible countries. We 
should not lose sight of this fact in our future deliberations on how best to combat poverty in the 
world. 

 
Development Assistance 

 
On development assistance effectiveness, we agree that substantial progress has been 

made, despite methodological issues related to the attribution of country gains to this assistance. 
This progress can be viewed as a significant result, but it can also be viewed as an initial step in 
the right direction. Reallocation of aid from political to policy reform based allocations has 
produced substantial gains, but there is much more to be done to increase aid efficiency in the 
international financial institutions as well as in the bilateral donors’ camps. The blame for 
inefficiencies is placed highly on the recipient countries, and less on donors. Donors have 
significant room to increase efficiency in aid delivery by, among other measures, eliminating tied 
aid schemes, focusing aid on policy and institutional reform, harmonizing their operational 
policies, grounding projects on country realities, economizing/eliminating wasteful tied 
consultancy and seminars, and concentrating on knowledge transfer to locals, which are really 
the instruments for long-term commitment and consistency. 

 
After Monterrey, despite significant commitments to increase aid by the European 

Community and the US, it is becoming evident that an important financing gap will remain to 
achieve the Millennium Development Goals in 2015. This reinforces the case to increase 
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efficiency in aid allocation through the support of policy and institutional reform in client 
countries, but also by improving internal efficiency of aid delivery through harmonization, untied 
aid, quality capacity building and knowledge transfer, among others. It also reinforces the case to 
accelerate industrial countries’ market opening to exports from all developing countries. 

 
Education for Dynamic Economies: Action Plan to Accelerate Progress Towards Education for 
All 

 
Good quality education is the best way to empower and invest in the poor to improve 

their quality of life, enhance their capacity to be more productive and increase their incomes. 
Education also helps to develop good institutions, improve governance and civility, which are 
crucial ingredients for an appropriate investment climate.    

 
We salute the effort of management to present key building blocks of a plan to launch our 

crusade for education for all in the context of the Millennium Development Goals. In particular, 
we are grateful for the enormous effort to achieve better measurements of educational results and 
to develop parameters that are associated to the outcomes of educational systems. We, of course, 
endorse adding completion rates to enrollment rates, as a more accurate, even though imperfect, 
measure of educational results. 

 
However, we have some comments on the quality of education; on the parameters or 

benchmarks that are proposed in the action plan; on the emphasis that is placed in some policy 
recommendations, as opposed to others that have to do with results, competition and 
accountability; on political will and ownership of the reform process; and on the incoming 
consultation process for the implementation of the proposed action plan. 

 
Quality is a serious concern in education, more so with the advent of globalization and 

the increasing digital divide.  Quality is a serious problem even in middle-income countries 
(MICs), which supposedly have complied with the target of having full completion rates in 
primary education. Even the most advanced within the MICs show very weak results in 
educational outcomes when compared with industrial countries.  We should not be complacent of 
achieving the Education for All (EFA) goal, if serious quality problems still persist in most 
developing countries.  

 
We think it is dangerous to take the parameters that you have collected on good 

performers and convert them into “a set of technical benchmarks or norms to guide service 
delivery and financing reforms”. For example, to devote a higher share of resources to public 
primary education, to establish a pupil-teacher ratio of 40:1 and to increase teacher salaries has 
little meaning if not placed in a context of efficient delivery systems, where the structure of 
incentives is well aligned to obtain quality results. Furthermore, those parameters may imply a 
significant increase in government spending. To reduce government-financing requirements, we 
should think about bringing on board the private sector and civil society at large.   

 
We would have liked to see more on the principles governing good delivery systems in 

education in the proposed action plan than an ad-hoc listing of policy prescriptions. In particular, 
systems where students and parents have a genuine way of being empowered to exert social 
control over educational outcomes. We would have liked more illustrations on the role of 
accountability and sound incentive systems to enhance the delivery of high quality education. 
This is very important for countries that have the opportunity of beginning to construct their 
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education systems because, as you well say, they are in need of radical reform. Moreover, we 
believe that eliminating user fees in education can have a negative impact on income distribution 
and public finances. There are several alternatives to elimination of fees that are more equitable 
and robust on financial grounds.  

 
On political will and ownership, we agree that these are indispensable ingredients of 

reform. But we have to keep in mind that education reform is a long-term generational effort that 
likewise requires continuous commitment.  It goes beyond particular electoral cycles and, 
therefore, it also calls for long-term ownership of the different political parties and the civil 
society at large to be successful. 

 
On the next steps to implement the action plan, we urge to focus your consultations not 

only in donors and countries, but more importantly, in students and parents that will be the direct 
beneficiaries of the reforms, as well as potential private sector/civil society providers. 

 
Finally, we surely support the establishment of a development compact for education 

where developing countries commit to policy and institutional reforms, including promoting 
private sector participation in education, and where donor countries and the international 
financial institutions provide financial support, technical assistance and knowledge transfer to 
materialize the goal of Education For All in 2015. 

 
HIPC Progress Report 

 
Since the last meeting of the Development Committee and the International Monetary 

and Financial Committee in September 2001, countries covered by the Initiative have peaked to 
26, a welcome event. Two additional countries have reached their completion points in this last 
period, making a total of four countries, including Bolivia, from our constituency, that are 
benefiting from HIPC relief. 

 
The implementation of the Initiative seems to be moving ahead at a slower pace than 

expected. We learn that it has been difficult for some countries to develop track records of good 
policy performance that could enable them to reach their decision points and start benefiting 
from debt relief. At the same time, we estimate that the events of last September 11 impacted 
countries, affecting the sustainability of their foreign debt and the formulating process of their 
development strategies. Another aspect of importance is the preparation of a poverty-reduction 
strategy linked to debt relief to enhance the poverty focus of concessional lending. It seems that 
countries require more time than expected to develop poverty-reduction strategies. While the 
floating character of the completion point gives countries the necessary time to fulfill these 
requirements, it would be important to make an assessment in order to establish the necessary 
assistance requirements to overcome some of the constraints encountered by these countries in 
the process. 

 
It is a matter of concern to see that 12 additional countries, some of which are conflict-

affected, are still struggling to come to their decision point. We understand that the challenges to 
achieve peace and internal stability, pursue sound economic policies and develop economic 
management capacity, are daunting. The Bank should intensify efforts to work with the 
authorities in these countries to develop strategies to move ahead.  
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The implementation of the Initiative will depend on longer-term debt sustainability in 
qualifying countries through sustained economic growth, poverty reduction and the pursuit of 
prudent debt management policies. In those countries already past their decision points, it will be 
equally challenging to remain on track and reach their floating completion points without delay. 
We have to agree that the deterioration of the global economic environment has made external 
debt sustainability more difficult; most HIPCs are dependent on primary commodities for their 
export earnings and government revenues. 

 
HIPC relief provides a strong basis for debt sustainability. Yet we have to recognize that 

its magnitude is modest when compared to net external resource flows to these countries. In 
order to achieve the objectives of increased economic growth and poverty reduction in the 
context of the Millennium Development Goals, HIPC countries will continue to require 
substantial inflows of grants and concessional loans. 

 
We welcome the news that the 26 countries will receive about US$25 billion worth of 

debt relief in net present value (NPV), or about US$40 billion in nominal terms. This means that 
overall annual debt-service payments during 2001-05 are estimated to be cut by about 30 percent 
as compared to 1998-99. This is a positive event, because at the same time these countries are 
committed to using the resulting debt service savings to support their poverty reduction 
strategies. As a consequence, social expenditure primarily on health and education is projected to 
rise, and governments are expected to spend more than three times the amount of debt service in 
social sectors in 2001-02.  

 
The total cost of assistance under the HIPC Initiative is now estimated at US$34.4 billion 

in 2000 NPV terms, or US$36.4 billion in 2001 NPV terms, an increase of US$1.2 billion in 
2000 NPV terms. It is important to note that virtually all multilateral and Paris Club creditors 
have indicated a willingness, in principle, to participate in the Initiative. The share of assistance 
remains broadly equally divided between bilateral and multilateral creditors. Even though there 
is a wide support for the Initiative, the Bank will have to be careful when assessing it own future 
commitments with the Initiative in light of a declining trend of its net income and its transfer 
possibilities to the HIPC Trust Fund. 

 
Harmonization of Operational Policies and Procedures 

 
During the recent Annual Meeting in Ottawa, Ministers recognized the critical 

importance of harmonization of operational policies and procedures by the Bank, other 
multilateral agencies and bilateral donors, in order to reduce the transaction costs of assistance.  

 
This commitment started in April 1996, and it was reiterated in the spring of 1998. At the 

September 2000 Development Committee, the need to take further steps towards harmonization 
of operational policies and procedures was stated.  

 
At the meeting in April 2001, Ministers agreed on a program and a framework to 

implement concrete actions in both the multilateral and bilateral fronts. It was recognized that in 
spite of several harmonization initiatives, progress had been limited and uneven.  

 
The first Progress Report submitted in November 2001 reported mostly on the first stage 

of the effort, information gathering and stocktaking. This second Progress Report concentrates 
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on the second stage of the agenda, the development of good practice principles and standards 
since early September 2001. 

 
Obstacles to come across a set of reliable and transparent standards have delayed the 

possibility of reducing the cost of doing business for recipient countries. The lack of harmonized 
processes and procedures adds to the costs originated in the compliance with other 
conditionalities, safeguard and fiduciary standards, assessments, etc.  

 
We agree that harmonization is not only to adopt common basics for development 

assistance, but also to insert them as a single set of enforceable global standards in the interest of 
all parties involved. The development community must focus in developing national capacity 
and creating standard setters to achieve convergence in the harmonization process. 

 
We urge the Bank and its partners to join their efforts to pursue meaningful results with 

concrete cooperation among all parties involved. In our next meeting we are expecting to see the 
outcome and actual progress of the first two stages and to be informed on the status of the third 
stage, institution-level adoption of principles or standards and country-level implementation. 

 
Anti-Money Laundering and Fighting Terrorism Financing 

 
Fighting against money laundering and combating the financing of terrorism are very 

important initiatives of the international community to ensure a more transparent and self-
assured international financial system. 

 
We support these efforts recognizing, however, that our main task as a development bank 

is to fight against poverty on the basis of selectivity, focusing in areas of our expertise.  
 
There are a number of international organizations working in this area since long time 

ago, with more expertise and better knowledge of this very complex issue than the World Bank. 
The role of the Bank in this effort should remain a complementary one through strengthening the 
structural aspects of the financial system.  

 
With respect to the assessment of Anti-Money Laundering and Combating Financing of 

Terrorism (AML/CFT), the comparative advantage to address this topic lies with the IMF, based 
on its broader relationship with all countries, through the Article IV consultation process, as well 
as the FASP and ROSC. 

 
The international community has to improve coordination to avoid duplicity and promote 

synergy among the different multilateral organizations that are working in this area.  
 
The inclusion of AML/CFT issues within the CAS process could be interpreted as the 

introduction of new conditionalities, and we favor actions based on a more voluntary approach.  
 
We encourage the international community to pay greater attention to other relevant issue 

that is strongly related to the financing of terrorism: drugs and arms traffic.  
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Statement by Mr. Aleksei Kudrin, First Deputy Chairman of the Government and 
Minister of Finance (Russian Federation) 
 
Development Effectiveness, Partnership and Challenges for the Future 
 

Increasing the development effectiveness and strengthening partnership in the global 
fight against poverty are essential for achieving the Millennium Development Goals (MDG). The 
Financing for Development conference in Monterrey demonstrated the international 
community’s firm resolve to make every effort to achieve these goals. A critical and impartial 
analysis of positive and negative experiences in this area is of key importance in identifying a 
sound strategy for the war on poverty, and in setting priorities for international organizations and 
official donors, including priorities related to the allocation of financial resources. 

 
At the beginning of the 21st century, the world continues to face widespread absolute 

poverty, the widening gap between rich and poor countries, and a number of serious 
humanitarian, social, and environmental problems. At the same time, the positive experience of 
countries that have achieved substantial progress in accelerating growth and reducing poverty 
clearly demonstrates the critical importance of three factors: 

 
• sound economic policies, institutional development, and better governance; 
• openness of the economy to international trade and capital flows; 
• adequate and timely international support of national efforts to advance economic and 

social reforms. 
 
The success of the development process is determined to a great extent by the ability of 

countries themselves to achieve national consensus in favor of pursuing sound economic policies 
and reforming government institutions, the economy, and civil society.  Specifically, this means 
that countries should have an effective judicial and legal system, combat corruption, ensure the 
stability of the financial sector, and build and maintain infrastructure. These are key factors of a 
good investment climate conducive to increased capital investments and higher economic 
growth. 

 
There is no doubt that private sector is a key engine of economic development. However, 

in many poor countries the state will have to remain a major agent of development at least in a 
foreseeable future. In this connection, in addition to improving investment climate, we should 
also focus our attention on the issues of how to engage the private sector in the development 
process, build partnership between the public and private sectors.  It is also important to ensure 
sound management and adequate financing of public investments. 

 
Globalization of world economy facilitates accelerated development. At the same time, it 

may entail additional risks which have to be managed. Expanded access to the markets of 
industrial countries is a key development resource. Its potential impact could significantly 
exceed the amount of official development assistance and sharply reduce poverty worldwide. 

 
It would be wrong, however, to get mesmerized by these expectations alone. 

Realistically, it is difficult to expect that developed countries will radically change their present 
trade policies in the sectors like agriculture, textiles and clothing etc. For instance, despite the 
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solemn pledges made in Monterrey about lifting trade barriers and eliminating subsidies the 
opposite has occurred. 

 
Moreover, the elimination of subsidies to agriculture in developed countries can in fact 

stimulate its concentration and spur productivity, making them even more competitive compared 
to small-scale producers in poorer countries. It is industrial and service sectors development 
which can support sustainable growth in developing countries and their integration into the 
global economy. Of course, agriculture will remain an important sector in terms of ensuring food 
security and creating a strong foundation for the development of modern sectors of the economy. 

 
To take advantage of the opportunities of the greater market access in developed 

countries, developing countries still need significant investments in order to fill the gap in 
infrastructure and other sectors, including research and development, and raise productivity. 
Thus, while liberalization is certainly desirable it is not a panacea by itself. Therefore, 
developing countries should themselves pursue policies aimed at export diversification, as 
difficult as this may be. The overall modernization of their economies and the development of 
nontraditional exports are crucial in improving their marginal role in modern trade and finance. It 
is this area where the IFIs can play an important role as source of financing, knowledge, and 
technical assistance. 

 
The issue of devising a more vigorous evaluation system to measure aid effectiveness is 

very important; however, it is fraught with major difficulties. Even developed countries have not 
yet advanced enough in creating a system to evaluate the effectiveness of their public programs 
and investments. It is all the more difficult for developing countries to solve this problem. It 
should also be borne in mind that with the exception of some 30 or 40 poorest countries, total 
international development assistance, including resources transferred by IFIs, does not represent 
a very large share in comparison to domestic public expenditures or investments financed by 
local and foreign corporations. With rare exceptions, it is domestic economic and social policies 
of the developing countries themselves, rather than international creditors and donors, which are 
a decisive force in determining the success or failure of their development strategies. By the 
same token, the continuing existence of widespread poverty in the today’s world by no means 
indicates the alleged failure of the entire system of international development assistance. 

 
No statistical calculations can indicate the extent to which the successes achieved by 

certain countries should be attributed to either adequacy of domestic policies and institutions, or 
external assistance. An overemphasis on artificial quantitative indicators of development 
effectiveness could distort IFIs incentives in terms of excessive risk aversion and opportunistic 
behavior. 

 
At the same time, we agree that the presentation of more compelling evidence that 

foreign aid plays a significant role in poverty alleviation will help to reverse the downward trend 
in the levels of assistance seen over the past decade. We support the Bank’s conclusion that, 
broadly, development assistance has made and is continuing to make a significant positive 
contribution to the development progress. It can play a major role in the area of Global Public 
Goods such as fighting HIV/AIDS, tuberculosis, and malaria epidemics. We believe that there 
are important lessons to be learned from experience in the development of regions, countries, and 
various projects and programs. These include: 
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• Countries receiving assistance must play a leading role in setting their own development 
priorities; 

• The volume of resources allocated must be tied to the countries’ actual development 
performance (the de-politicization of international development assistance is an important 
factor here); 

• Attention must be paid to the proper and timely selection of the instruments and levels of 
assistance; 

• Multilateral and bilateral donors should coordinate and harmonize their activities; 
• The catalytic and demonstration effect of assistance should be strengthened; and 
• A thorough critical analysis of negative and positive experiences should be conducted on 

a regular basis and incorporated into aid programs. 
 
The effectiveness of development assistance can be enhanced only if all countries and 

international organizations make a concerted effort to pool their efforts: by expanding 
cooperation between the Bretton Woods institutions, the WTO, and the United Nations; by 
involving the private sector more broadly in resolving global development problems; and by 
ensuring that civil society participates in setting development priorities. The Monterrey 
Consensus is focused on precisely this sort of coordinated action by all the participants in the 
development process. We are realists and would not like to harbor inflated expectations; still we 
believe that these actions will create more favorable conditions for increasing the level and 
effectiveness of development assistance. 

 
Poverty Reduction Strategy Papers (PRSPs) have incorporated these new approaches. 

The PRSP process has already been extended to 60 poorest countries. However, despite all 
progress in this area in terms of putting poverty reduction to the forefront of countries’ policies, 
PRSPs still have to become a full-fledged instrument of macroeconomic and budgetary planning.  

 
The following issues should be addressed in order to enhance the PRSPs: 
 

• They should be better balanced between social sectors, particularly education and health 
care, other basic sectors of the economy, such as energy, infrastructure, and 
transportation; 

• They must be more closely linked to macroeconomic policies and real prospects of 
growth as the basis of poverty reduction; 

• Many of the strategies have not been properly costed and appear to be mere “shopping  
lists”; hence, more attention should be given to avoiding the situation of unfounded 
mandates stemming from these strategies; 

• With rare exceptions, the level of countries’ ownership is still uneven and a lot of efforts 
have to be deployed to ensure that all the PRSPs are country-driven and fully-owned. 
 
To conclude, the existing PRSPs should be used with due caution as a vehicle for the 

channeling resources by the international community, including the Bretton Woods institutions. 
They should be further developed to become a fully operational element of international resource 
transfer framework. The efforts should be two-pronged: first, PRSPs should be upgraded to the 
level of comprehensive national development plans and provide for better resource planning and 
management, including public debt management; second, civil society, including parliaments, 
trade unions, and other stakeholders, should participate on a much deeper and broader basis in 
the preparation of PRSPs. 
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Education for Dynamic Economies: Action Plan 

 
Human capital has long been recognized as a crucial factor for sustainable development 

and poverty eradication. Without universal primary education, it is impossible to make the 
transition to a modern economy, increase productivity and raise the living standards. In this 
connection, we welcome and wholeheartedly support the Education for All Action Plan that has 
been presented to the Development Committee. In our view, it combines innovative approaches 
and realism in an appropriate manner. The new approaches are needed in order to help countries 
that are lagging behind to make significant progress in the area of primary education; without a 
realistic assessment of actual conditions in these countries, international assistance may be 
ineffective, which has already occurred in a number of cases. 

 
The proposed emphasis on completion rate, instead of enrollment, is an example of this 

realism which should be further encouraged. Realism is also evident in the estimates of financing 
gap that must be bridged in order to achieve established goals. In our view, the gross 
overestimation which occurred in the Financing for Development Report could prove 
counterproductive, by scaring donors away from tackling tasks that seem unrealistic. In this 
regard, we welcome the calculations proposed in the Bank’s report. 

 
The Bank’s report very convincingly outlines the key directions for practical work and 

the corresponding targets for primary education systems. At the same time, in the course of 
subsequent work on implementation of the Action Plan, additional attention should be focused 
on the key role played by domestic factors. International assistance, as important as it is, will be 
effective only if it supports a national consensus in favor of universal primary education. 

 
Such a consensus should be evident at three levels: 
 

• At the government level: preparation of a national primary education program; collecting 
timely, reliable, and comprehensive statistics in the area of school education; giving 
priority to education related expenditures; identification of bottlenecks; and effective 
targeting of available resources; 

• At the level of the teaching community and NGOs: development of modern curricula and 
introduction of modern methods in primary education; mobilization of public opinion in 
the country and abroad; priority attention to gender and poverty issues; 

• At the household level:  commitment towards primary education; active participation in 
the work of school boards and similar bodies at the community level. 
 
We are in full agreement with the Bank’s view expressed in the report that stable 

household demand for education must become a major factor determining success in achieving 
the goals set by the international community. 

 
In working to meet such challenges as achieving universal primary education by 2015, 

we will inevitably confront the problem of limited resource at national as well as international 
levels. Therefore, a significant share of these resources must be concentrated on addressing the 
most difficult issues, and on relieving bottlenecks. 
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Traditionally, these bottlenecks have included providing universal primary education for 
girls. It is also necessary to pay special attention to children from the poorest families. 
Specifically, analysis of overall education statistics broken down by family income should be 
added to the proposed list of baseline indicators. 

 
Mobilizing the resources and potential of the private sector to the greatest extent possible 

could become an effective instrument for enabling families to address education problems and 
concentrating efforts by governments and donors on the most underprivileged segments of the 
population. We believe that all available tools must be combined in order to increase the 
effectiveness of services. The public sector, of course, will remain the key element in primary 
education under all circumstances. Participation by the private sector will make it possible to 
provide the necessary flexibility, to take into account local demand for specific school programs 
and mechanisms, and also to free up some budget resources for use in critical areas. Within the 
framework of the overall World Bank strategy, the International Finance Corporation (IFC) 
could play an important role in this area. 

 
The report correctly refers to the need of further improvements in the donor assistance 

effectiveness. In particular, we share the concern expressed in the report that thus far a 
significant proportion of this assistance is allocated not to the budget support or fixed 
investments, but to the technical assistance, seminars, and the like. We are convinced from our 
own experience that although in certain cases this type of technical assistance can be useful and 
desirable, its overall effectiveness is comparatively low. To put it frankly:  this kind of assistance 
sometimes serves vested interests of certain groups in donor countries themselves, rather than 
genuine needs of developing countries. The problem appears to be particularly acute with regard 
to assistance for education purposes. 

 
The report provides a persuasive outline of the basic directions of the Bank’s future work 

in the area of education. We endorse these directions and the expanded funding for the respective 
programs. Naturally, we expect that this additional financing will not come from a redistribution 
of funds for education purposes used by the Bank in the middle-income countries. 

 
Heavily Indebted Poor Countries Initiative 

 
We are gratified to observe further progress in the implementation of the Heavily 

Indebted Poor Countries Initiative (HIPC Initiative) to date. A number of countries have been 
able to reach the completion point under the Enhanced Initiative. Many countries have already 
begun to receive substantial financial resources within the interim assistance framework. 

 
At the same time, we are particularly concerned by the worsening prospects for 

participating countries to achieve debt sustainability. This not only puts into doubt the very 
rationale of the Initiative, but also implies a steady rise in costs associated with its 
implementation. Therefore, we believe that given the current situation, it would be extremely 
irresponsible on our part to simultaneously ease the completion point conditionality and expand 
the number of participants. Specifically, by continuously easing the requirements for 
participating countries during the process of debt reduction, we are running the risk of moral 
hazard and in fact penalize those that have already gone through the rigorous approval process 
based on stricter criteria. 
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We are especially concerned about the so called “flexible approach” towards compliance 
with macroeconomic components of completion point conditionality. If a program under 
Initiative goes off-track, it has a lot of adverse implications in terms of moral hazard and 
distorting incentives for other participants. In our view, the one-year time limit for the successful 
execution of these programs should be regarded as a minimum requirement. Any “flexibility” 
leads us in fact to universal debt forgiveness without any performance criteria. 

 
Additional problems are associated with a higher debt reduction in comparison to 

estimates at decision point due to emergencies and external shocks. We cannot agree with the 
idea of continuous revisions  of debt sustainability figures in line with constantly changing 
statistical data. We believe that the only way to avoid “revolving door” situations would be to set 
a sufficiently high threshold for readjusting the additional support level. In this process, of 
course, extremely strict criteria should be applied for determining the impact of external shocks 
that cause a fundamental deterioration of the macroeconomic situation of a given country.  

 
Harmonization of Operational Policies, Procedures, and Practices 
 

We welcome the continued efforts by IFIs and bilateral donors in the area of 
harmonization, which is a key factor in improving the outcomes and effectiveness of 
international development assistance. By reducing costs for recipient countries and donors alike, 
harmonization could ideally free up significant additional resources. It is time to make the 
transition from recognizing the need for each donor to change existing rules and procedures to 
concrete actions, and bring a common denominator to such rules and procedures. 

 
We believe that challenging work lies ahead in order to overcome massive bureaucratic 

red tape. We would like to avoid an endless process with countless working groups and meetings 
of experts. At this stage we need a clear-cut action plan for each of the established harmonization 
priorities, namely: 

 
• the procurement system; 
• financial management; and 
• environmental assessment. 

 
Concrete deadlines need to be set for completing the coordination process and initiating 

the application of harmonized rules. Otherwise, a significant share of the limited resources 
earmarked for development purposes will continue to be spent unproductively on internal 
bureaucratic processes. 
 
 
Statement by Mr. Haruhiko Kuroda, Vice Minister for International Affairs, Ministry of 
Finance (Japan) 
 
Development Effectiveness, Partnership, and Challenges for the Future 
 

The momentum of cooperation in the progress towards the Millennium Development 
Goals (MDGs) is growing in the international community following the agreement on the 
Monterrey Consensus at the U.N. International Conference on Financing for Development in 
Monterrey, Mexico. In this regard, it is indeed timely to recollect the efforts of development over 
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the past 50 years and to explore the future direction of development in this Joint Development 
Committee. 
 

There has been substantial progress in development issues during the past 50 years, 
including the reconstruction and development of my own country.  There has also been progress 
in other Asian countries under their own leadership in cooperation with the World Bank, the 
Asian Development Bank, and bilateral donors including Japan. However, there still remains the 
fact that a large part of the world’s poverty exists in Asia.  It is therefore important to continue to 
advance the achievements of these countries, and also to put those countries, such as the Sub-
Saharan African countries, whose progress so far has been limited, on the track of sustainable 
development. 
 

It is evident from experience that both sound policies and good institutions are crucial for 
sustainable development.  Moreover, years of experience have shown that ownership by 
developing countries is also essential.  At the last meeting of the Joint Development Committee, 
Japan emphasized the importance of building partnerships on a foundation of sound policies and 
good governance in view of the upcoming discussion in the UN International Conference on 
Financing for Development.  I welcome that this message was shared widely among the 
participants at the Conference. 
 

Building on that, it is imperative that the international community strongly support the 
self-help efforts of developing countries.  While the growth of world ODA has slowed down 
since the end of the Cold War, Japan has made serious efforts to address development issues as 
the world’s leading ODA-donor country.   With respect to countries with inadequate capacity to 
formulate and implement policies, it is indispensable for the international community to 
strengthen its support for these countries through technical assistance and assistance in human 
resource development. While I strongly support performance-based allocation of aid, we also 
need to stay engaged with countries with weak implementation capacity. 
 

In addition, I would like to call your attention to the importance of achieving private-
sector-led growth for sustainable development. Promoting trade and foreign direct investment 
(FDI) is the key to such growth. Regarding the issue of market access and other trade issues, I 
hope that an appropriate conclusion will be brought about at the negotiation of the WTO, based 
on the idea presented by the Doha Declaration, which seeks to place the needs and interests of 
developing countries at the heart of the Work Program. It is also important that developing 
countries become enabled to benefit from trade by improving trade policies and expanding 
export bases. Moreover, efforts toward maintaining stable and predictable investment climates, 
including international rules for investment and good governance such as rule of law, will play 
an important role in attracting increased investment into developing countries. 
 

The primary vehicle by which developing countries can actually take ownership of their 
own development is the Poverty Reduction Strategy Paper (PRSP). It is important for the 
international community to support the preparation of PRSPs, paying due respect to the 
ownership of the developing countries. International financial institutions, U.N. agencies, and 
bilateral donors should help with the implementation of the PRSPs, taking advantage of their 
respective comparative strengths and taking into account different stages of development in each 
country. Above all, to ensure that a PRSP becomes an effective and sustainable strategy, it is 
crucial that it be prepared through broad-based participation, including that of civil society. With 
this in mind, Japan has contributed 10 million US dollars to the Poverty Reduction Strategies 
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Trust Fund recently established at the World Bank, and intends to support preparation and 
implementation of PRSPs, with emphasis on ensuring appropriate participatory processes. 
Another relevant issue to be considered is how to apply the principles of PRSPs, that is, 
ownership and participation, to non-PRSP countries. 
 
Education for Dynamic Economies: Action Plan 

 
Education is the key to reducing poverty and achieving sustainable growth over the 

medium and long term. Since the Dakar Conference, work towards the achievement of Education 
for All (EFA) has grown more active, and fruitful discussions were held on the subject this 
month in Amsterdam. I welcome the opportunity to discuss an Action Plan for EFA in the 
Development Committee.  
 

First, I would like to emphasize that to achieve EFA the strong commitment of the 
developing countries supported by the mobilization of domestic resources, and good policies and 
institution building by those developing countries with appropriate assistance from the 
international community are indispensable. It is important that educational policies are clearly 
stipulated in countries’ PRSPs and other overall development strategies.  
 
It is imperative that the international community actively provide required support based on 
countries’ efforts. From the perspective of resource mobilization, it is necessary to examine how 
to finance effectively and efficiently, based on constraints such as the absorbing capacity of the 
recipient countries. Regarding pooled assistance and direct budgetary support, I believe that 
prerequisites for those issues such as public expenditure management and budgetary 
implementation capacity building must be first addressed. After those hurdles are cleared, such 
multiple aid modalities should be utilized. Furthermore, direct donor support for recurrent costs 
should require cautious examination before we move forward. 
 

In order to implement an Action Plan in the most productive way, we need to promote 
collaboration and cooperation among various institutions engaged, based on their respective 
roles. Considering UNESCO’s critical role in the field of education, it is essential to coordinate 
the Bank’s activities with those of UNESCO and to adjust the Bank’s work in education to 
activities of UNESCO without any duplication. Furthermore, from the viewpoint of Education 
for Dynamic Economies, I would like to emphasize the importance not only of primary 
education, but also of post-primary education including adult literacy. It is indispensable that 
efforts in primary education are made consistently in line with efforts in post-primary education. 
In this connection, I would like to add that Japan has been making efforts to contribute to 
bridging the international digital divide as announced at the Kyushu-Okinawa Summit 2000.  

 
Heavily Indebted Poor Countries (HIPC) 
 

Under the Enhanced HIPC Initiative, 26 countries have reached their decision points and 
5 of those countries have reached their completion points thus far. I welcome the steady progress 
being made since the last Joint Development Committee meeting. However, among the countries 
that have not yet reached the decision point or that have already reached it but not the completion 
point, some are faced with difficulties. For these countries to make a smooth transition to the 
next phase, it is vital that the World Bank and IMF provide necessary support, taking into 
account the principle under the Initiative of rewarding good performers. 
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In addition, I would like to emphasize that continued efforts will be required even in countries 
that have reached their completion points in order to realize poverty reduction. It is necessary for 
these countries to make their own efforts to address their medium-term challenges such as 
enhancing capacity in debt management and diversifying export basis to transform their 
vulnerable economic structures, while continuing to implement appropriate macroeconomic 
policies based on their individual PRSPs.  

 
Harmonization of Operational Policies and Procedures 
 

Regarding progress on the harmonization of operational policies and procedures since the 
April 2001 meeting of the Development Committee, I welcome concrete efforts based on the 
Comprehensive Development Framework (CDF) and PRSPs made at the country and regional 
level through cooperation with the DAC and individual donor country aid institutions. I also 
welcome the conclusion of the MOU (memorandum of understanding) between the World Bank 
and regional development banks on the division of labor, knowledge sharing, and cooperation in 
operational procedures. 
 

As the terms of cooperation found in the MOU are steadily implemented, it will be 
necessary that their implementation be reviewed at certain intervals. Additionally, harmonization 
of MDBs, not only of operational policies and procedures, but also of country assistance 
strategies, is essential. United Nations institutions also carry out their work closely related to that 
of the World Bank, and cooperation between such institutions and the World Bank should be 
further strengthened in various channels. 

 
Anti Money Laundering Action Plan and Fighting Terrorist Financing 

  
I welcome the active involvement of the World Bank and IMF in the fight against money 

laundering and financing of terrorism. Tackling these issues is indispensable to sound economic 
activities and hence an important development issue. 
 

I also welcome the progress made toward establishing a common approach to the 
assessment of TATF 40+8, based on the principles of a ROSC. The international community 
needs to be ready to provide technical assistance in response to the requirements of developing 
countries. I commend the already strengthened cooperation among the institutions in charge. It is 
essential that the World Bank and IMF also respond appropriately to the need for technical 
assistance. 
 
Reconstruction Assistance to Afghanistan from the International Community 
 

Finally, I would like to address the international community’s reconstruction assistance to 
Afghanistan. 
 

As a responsible member of the international community, Japan will continue to tackle 
the challenges of the international community with enthusiasm and ownership to enable 
Afghanistan to achieve reconstruction and stability in people’s livelihoods as soon as possible. 
With this in mind, Japan hosted the International Conference on Reconstruction Assistance to 
Afghanistan in Tokyo last January. At the Conference attended by ministers and representatives 
from 61 countries and 21 international organizations, a political message to support 
Afghanistan’s peace and stability was expressed by the international community, and pledges 
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and commitments totaling more than 4.5 billion US dollars were announced, including Japan’s 
contribution of up to 500 million US dollars over two and a half years. Once again, I would like 
to express my sincere gratitude to those countries and institutions that participated. 
 

At the Conference, the World Bank proposed more than 500 million US dollars over two 
and a half years in concessional assistance as well as grant assistance to Afghanistan. As the first 
step, the Board of Directors at the Bank recently approved the Transitional Support Strategy for 
Afghanistan. I welcome this step, and look forward to the Bank’s further active support of 
Afghanistan’s own efforts for reconstruction, in cooperation with donor countries, the Asian 
Development Bank and other relevant institutions, making use of its experience in post-conflict 
reconstruction assistance. 
 
 
Statement by Mr. Pedro Malan, Minister of Finance (Brazil)14 
 
Development Effectiveness, Partnerships and challenges for the Future 
 

The theme of economic and social development has been receiving increased attention by 
the international community. This renewed  interest was clear during  the launching of the new 
round of multilateral trade negotiations in Doha, where the concerns of developing countries 
were prominent in the agenda. Next we had the whole process that led to the Monterey 
Consensus and we are now preparing for the World Summit on Sustainable Development, which 
will take place in Johannesburg later this year. The close collaboration between the Bretton 
Woods Institutions and the UN agencies proved to be  quite useful in the  process leading up to 
the Conference on Finance for Development and we expect that the same should occur during 
the WSSD preparation. 

 
The Monterey Consensus, is based on the notion of a compact between developing and 

developed countries, with specific responsibilities and mutual accountability, and significantly 
increases the chances that, in the near future, an increasing number of poor countries will find a 
path to sustainable growth and poverty reduction. We always thought that development is the 
primary responsibility of the country concerned. We believe that the country   should adopt 
sound macroeconomic polices, integrate to the world economy, follow good governance 
principles, maintain a good investment climate, and, last but by no means least, invest in its own 
people. We are encouraged by the fact that developing countries as a whole have accepted those 
tasks as their responsibility in Monterey. Experience shows that countries that have abided by 
these disciplines consistently and for many years are doing better. This is a recognition that there 
are no easy solutions to achieving growth and reducing poverty. Development is a long term 
endeavor which requires countries to remain on track for decades while positive results are being 
consolidated. 

 
With respect to  the responsibilities of developed countries, the recent announcement of 

increased aid budgets seems to be a sign of a new motivation which, apparently,  puts an end to 
the decade old trend of decline in official aid. It is clear, especially for the poorest  countries, that 
domestic policies alone will not yield the desired  results, unless accompanied by substantial 
                                                 
14  On behalf of the Constituency comprising Brazil, Colombia, Dominican Republic, Ecuador, Haiti, Panama, 

Philippines, Suriname, and Trinidad and Tobago 
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transfers of resources. Here too long term commitment and consistency  are key. Given all the 
lessons of the past on how aid works best, greater volumes of finance and technical support 
allocated primarily to countries with appropriate policies based on country ownership of 
programs should greatly increase the effectiveness of aid. 

 
The second critical responsibility of developed countries will be to dismantle tariffs and 

unfair non-tariff trade barriers against exports of developing countries and trade-distorting 
subsidies. It is not acceptable that we continue to witness the  inconsistency of policies, where  
part of what  is provided through aid on the  one hand  is taken back through trade restrictions 
with the other, or the double standard discourse of preaching liberalization to others and acting 
otherwise. The Monterey Declaration recognizes the seriousness of this issue. Now the 
international community will watch closely how we implement the Consensus. 

 
In this regard, the World Bank and the IMF must continue their strong advocacy role in 

favor of reduced barriers to the exports of developing countries.. The statistical evidence and 
research published in the Global Economic Prospects 2000, illustrate the negative impact of  
Northern protectionism on poverty levels in the developing countries. It can also inspire other 
agencies to do their own research. Better understanding the negative consequences of  
protectionism adopted by developed countries may be a critical step  in support of  governments  
in which favor dismantling practices such as agricultural subsidies in those countries. Fully 
integrating all developing countries into the world trading system should therefore be one of our 
main priorities. 

 
The Word Bank has been somewhat slow in rebuilding its own internal capacity to help 

developing countries on trade matters. We urge the Bank to rebuild its expertise as quickly as 
possible so that  many borrowing countries, in particular the poorest ones,  who  depend on 
capacity building provided by the Bank are  able to participate in multilateral negotiations and to 
take advantage of  opportunities which may eventually arise for their exports 

 
The Development Committee should  take a leading role in monitoring and evaluating 

progress post-Monterey. Given the operational character and analytical  capability of the Bank, 
its mandate, and the membership of this Committee, the DC is uniquely positioned to undertake 
such a task. To this end in future meetings, the Committee could dedicate part of its agenda to a 
brief stock taking of the progress achieved. This should be done  for  both  sides of the compact, 
i.e., the commitment made by developing countries to improve governance and adopt sound 
policies, and the commitment of developed countries related to financial support, and the issues 
of resource flows more generally. It must also address the important issue of   whether 
protectionism in developed countries is declining as it should or, on the contrary, new barriers 
are being erected against exports from developing countries.  

 
Education for All: an Action Plan 

 
We strongly welcome the initiative taken by the international community and by the 

Bank in particular to place greater emphasis on education. As is recognized by all, universal and 
good quality education is crucial for productivity, higher GDP growth, competitiveness, 
democratic governments, preventive health and many other  indicators that  determine 
sustainable development. An action plan, or “road map” as suggested by the background 
document, deserves serious consideration given that many developing countries may be seriously 
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off track to reach the goals on universal access by 2015 and the elimination of gender disparities 
by 2005.  

 
There seems to be a consensus to move the target from universal enrollment rate 

established in the UN Conference on Education for All in 1990 to completion rate,  defined as 
every child being able to complete at least 5 to 6 years of primary school. This is considered the 
minimum amount of time for an individual to become functionally literate and numerate and to 
make a positive contribution to a country’s development. It is clear that moving the target to  
universal completion from  enrollment will require much greater efforts if we are to achieve  
success. The fact that 88 countries out of 155 are not on track to achieve that target at the 
moment is a good indication of the challenge ahead.  

 
Therefore the Action Plan has to be well conceived and implemented consistently with 

appropriate level of resources to ensure continuity for several years. We  support the 
establishment of benchmarks to determine EFA progress. However , as proposed in the 
background document, it would be important that the Bank proceed with careful consultation 
with national education authorities before introducing these benchmarks in its operations. As 
with any other area, Education for All will be successful if it is country-driven, country-owned 
and country-specific.  

 
We support the notion of an “education compact” to help keep momentum and facilitate 

monitoring progress. We also support “fast-tracking” 10 low income countries with good general  
policy framework but which are not now on track in achieving universal primary completion by 
2015. It would permit the Bank to test the proposed action plan, but would require strong 
coordination between the Bank and  donors involved in the process. 

 
HIPC Progress Report 

 
Some progress has been made but the fact that only  five countries to date have reached 

their completion points remains a matter of concern. The slowdown in the global economy 
undoubtedly had adverse effects on these countries, with twenty of those reaching their decision 
points experiencing a worsening of their debt sustainability ratios and two of the five reaching 
completion point facing the risk of not maintaining long term debt sustainability. In face of this 
situation, we support the  principle of allowing some flexibility for top-up relief at the 
completion point for those HIPC’s which experience shocks due to exogenous factors. 
Additional relief to compensate for slippages in policy reform should be more exceptional and 
based on a judgment about the amount of progress which has been achieved and the prospects for 
overcoming these slippages. 

 
More help is also needed on the trade agenda to assist these countries in accessing 

markets in their efforts at achieving sustainable growth, to reduce poverty and maintain macro-
economic stability.  

 
Harmonization of Operational Policies and Procedures 

 
We welcome a growing consensus recognizing that the appropriate goals of 

harmonization are to reduce transaction costs and administrative overload, to build institutional 
capacity in developing countries and to improve overall development effectiveness.  Hence,  
maximum support must be given to the programs, objectives and capacities of the recipient 
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countries if they are to benefit from the implementation by donors of best practice harmonization 
standards. We reiterate our position of  past Development Committee meetings  that the stress 
must be placed on encouraging harmonization taking into account  borrower governments’ own 
planning and budgetary processes, while maintaining appropriate standards. 

 
We recognize the complexity of the areas to be analyzed. Therefore we believe in a 

focused approach that implements as best practice the common goals of all involved, with 
implementation within country programs.  

 
Anti Money Laundering Action Plan and Fighting Terrorist Financing – Progress Report 
 

We strongly support the view that the abuse of the financial system for money 
laundering, financing terrorism and for the practice or support of criminal activities can have 
significant adverse economic consequences, both at the national and international levels. It can 
compromise the integrity and create reputation risks for domestic financial systems, generate 
negative cross-border externalities, and distort the efficient allocation of resources worldwide. 
These reputation risks arise from important ethical considerations, since the world’s public 
opinion does not tolerate anymore the practice of using the financial system as hideout for ill-
gotten money or as a conduit for financing criminal activities. 

 
Our chair will continue to give strong support for the Bank’s involvement in the fight 

against money-laundering and against the financing of terrorism. We are pleased with the 
progress achieved so far in developing a methodology for assessing countries efforts in 
combating money laundering and the financing of terrorism and hope that it will lead to the 
approval of a ROSC in this area that is applied in a uniform, voluntary and cooperative way, and 
implemented in a manner consistent with the Bank’s mandate and expertise. 

 
The Bank needs to ensure that countries which require assistance in this area should not 

have to wait until their next CAS to receive such support. At the same time, we would not favor 
a mandatory inclusion of AML/CFT issues in every single CAS. Such an approach could reduce 
momentum for cooperation by individual countries and prove counterproductive to our 
objectives. 

 
Finally, we want to reiterate that this is an effort to be undertaken by all countries. It 

through financial institutions with headquarters in developed countries that probably the larges 
portion of money laundering occurs. This initiative, to be successful, will have to take this into 
account. In other words, the principle of “know your client “ should become fully operational. 
 
 
Statement by Mr. Paul Martin, Minister of Finance (Canada)15 
 

Since our last meeting, we came together in Monterrey to tackle our most fundamental 
development challenge – global poverty reduction. Heads of governments, institutions, the 
private sector and civil society from over 180 countries participated in this unprecedented 
meeting. The resounding message was that we can and must do more, working together, to lift 
the hundreds of millions of poor out of extreme poverty.  
                                                 
15  On behalf of Antigua and Barbuda, The Bahamas, Barbados, Belize, Canada, Dominica, Guyana, Grenada, 

Ireland, Jamaica, St. Kitts and Nevis, St. Lucia, St. Vincent and The Grenadines. 
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We have never been in a better position to do so. We have the strong political 
commitment coming out of Monterrey. We have the Millennium Development Goals to guide 
our work. And we have the experience of 50 years of development successes and failures to tell 
us what works and what does not.  

Improving Development Effectiveness  

What has our experience taught us? 

First, sound economic and public management is a fundamental prerequisite for using 
development assistance effectively. The evidence is clear – where economic and social policies 
are sound, aid can be used to stimulate growth and poverty reduction. 

Second, aid works best in countries where there is strong national ownership of the 
development agenda. If there is one lesson that we have learned, it is that imposing donor views 
from the outside, without recipient country buy-in, is a recipe for failure. Respecting ownership 
may at times challenge developed country views.  

Third, good governance and the absence of conflict are essential to use aid efficiently. 
Sustainable economic development and more equitable growth cannot take place side by side 
with corruption and bribery. Nor can it take place within an environment of conflict and 
instability. Not only do these factors retard development, they undermine the hopes and 
aspirations for people to better their future.  

Fourth, for donors, aid should be targeted better to countries with sound policies and 
good governance. The International Development Association (IDA), through its performance-
based allocation mechanism, has increased its support to these countries. Performance-based 
allocation should become the standard approach for programming development assistance for 
other donors as well. Indeed, many donors are increasingly using development performance as a 
key factor in allocating their assistance. At the same time, we need to find alternative strategies 
to reach the poor living in member states where regular country-driven Bank assistance is not 
possible.  

Fifth, we should ensure that poverty reduction is the real aim of aid – that it is used for 
the benefit of the developing country. This means targeting the poor, making greater use of 
untied aid, working more closely with other development partners and developing countries 
themselves in allocating aid and accepting that this means fewer donor flags on projects.  

Finally, donors must better coordinate their work. Multiple and complex reporting 
requirements pose an unsustainable and unnecessary burden on developing countries. 
Furthermore, inconsistent or conflicting policy advice from donors undermines recipient country 
efforts to develop a coherent development agenda. 

The Development Compact – A New Development Partnership 

The new “Development Compact” coming out of Monterrey draws on these lessons. It 
frames a new partnership between the developed and developing world – one that is based on 
mutual responsibility and accountability for results. 
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Canada acknowledges the importance of development assistance and, at Monterrey, 
announced its intention to increase its Official Development Assistance (ODA) budget. Canada 
also believes that IDA is the single most important source of development finance for many of 
the world’s poorest countries and calls on all those involved in the IDA grants issue to show 
greater flexibility in order to secure a replenishment agreement.  

Ireland’s recent economic success has positioned it to reach out to the poorest and to 
make a real difference in their lives. Thus, it has made a commitment that its ODA would reach 
the UN target of 0.7 percent of gross national product (GNP) by 2007, and an interim target of 
0.45 percent of GNP by the end of 2002. Ireland therefore will increase its ODA by 55 percent in 
the current year. Ireland has decided to double its contribution to the 13th replenishment of IDA.  

But this new development partnership is not just about money. It also is about 
transferring knowledge and technology, opening markets, untying aid, developing capacity, 
building public-private partnerships and focusing on results. Essentially, it is about forging a 
global alliance that seeks to ensure that the smallest and most vulnerable amongst us can benefit 
from the dynamic changes that are taking place in the global economy. In this regard, our 
Caribbean members are encouraged by the resolve of the global community expressed in the 
Monterrey Consensus to work assiduously towards the establishment of conditions that will 
bring about a more equitable and inclusive global economy. Of particular significance is the 
recognition of the critical importance of having a comprehensive approach to mobilizing 
adequate resources for development and the need for greater flexibility and partnerships to 
ensure that divergent needs are taken into account. These are important elements in creating an 
environment that will ensure the full participation of developing countries in the global economy. 

Ireland, Canada and the Caribbean have seen the power of civil society action in moving 
forward the international development agenda and in contributing to poverty reduction on the 
ground. The tremendous support of Jubilee 2000 and like-minded organizations galvanized the 
public and official will to strengthen the Heavily Indebted Poor Countries (HIPC) Initiative in 
1999 and to enhance the global poverty reduction effort. Public understanding and ownership of 
this important effort will be crucial going forward.  

Mutual accountability for development results is key to the success of the Development 
Compact. Donors, multilateral organizations and developing countries need to work more closely 
together to improve their measurement of development outcomes. For example, we need to focus 
more attention on the number of children that complete primary schooling rather than just on 
initial enrolment rates, and on the decline in infection rates rather than just on the number of 
disease prevention programs.  

 The thrust of this new partnership is especially relevant as our constituency represents 
countries from both the donor and developing countries. Pursuing coherent national strategies for 
effective development outcomes is essential. However, these efforts at the national level must be 
complemented by actions by other partners, and must be supported by an international 
architecture that recognizes the unique challenges faced in bringing about the transformation 
which we are all agreed will lead to a better life for all in small states, developed and developing 
nations alike. Ireland and Canada will continue to press for enhanced coordination and broader 
mutual recognition of the roles each nation plays within this compact. 
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The African-led New Partnership for Africa’s Development (NEPAD) is a concrete 
expression of this new type of development relationship. African leaders are committing to 
addressing poverty and conflict on the continent by improving economic management, 
governance and accountability. In return, developed countries are committing to supporting their 
efforts. Canada has committed C$500 million to an Africa Action Plan to support NEPAD.  

Clearly, a major focus of our joint efforts to combat poverty must be increased 
investment in people. No country has achieved sustained development without investing 
substantially in the health and education of its population. Our attack on global poverty cannot 
succeed as long as the poor remain sidelined from the economic and political mainstream. 
Opportunity is key.  

The experience of such countries as Korea, Uganda and Bolivia shows that, when given 
the opportunity, the poor are able to take control over their lives and provide a better future for 
their families. Poverty reduction depends on expanding access to good education, health and 
other social services, on respecting property rights of the poor, on according the poor equal 
treatment under the law, on expanding credit services to the poor and on allowing them a say in 
decisions that affect their lives.  

Heavily Indebted Poor Countries Debt Initiative  
 

We welcome the progress made under the HIPC Initiative, in particular the 26 countries 
that have gone through the Decision Point. But poverty reduction also means ensuring that 
HIPCs have a truly lasting exit from unsustainable debt. Yesterday, in our International 
Monetary and Financial Committee statement, we noted some worrying trends in debt 
sustainability under HIPC. Three out of five countries that have reached the Completion Point 
have unsustainable debt burdens or need additional debt relief to be sustainable. Eight to ten 
countries that have gone through the Decision Point are likely to need “topping up” at the 
Completion Point. It is clear that this element of the HIPC Initiative is imperative to fully 
achieve the goal of providing a robust exit from debt problems for all HIPCs, especially those 
adversely affected by the global slowdown. For these reasons, we call for an immediate review 
of sustainability under the HIPC Initiative. 

With only five countries having completed the HIPC process, we also must recognize that 
the process itself can be very burdensome to these, the poorest of countries. Capacity constraints, 
exogenous shocks, overly optimistic economic programs and the sometimes ambitious Poverty 
Reduction Strategy Paper (PRSP) preparation and implementation agenda often impede faster 
progress. We therefore urge the Bank and the Fund to exercise greater flexibility in the delivery 
of interim debt relief and the assessment of track records in order to provide reforming countries 
with a timely exit from unsustainable debt. Moreover, the lessons learned in HIPC 
implementation to date underline the need for a limited but critical set of reasonable policy 
actions to be completed prior to the floating Completion Point. 

Education for All – A Goal Within Our Reach 
 

We cannot empower people. People must empower themselves. Education stands out as 
the best hope for people to help themselves, to give them the opportunity for a more secure and 
prosperous future, and to give them pride in their accomplishments and hope for their future and 
their children’s future.  
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Exclusion from education has a profound and detrimental effect on the lives of the poor 

throughout the world, whether in terms of mortality rates, population growth, the prevention of 
deadly disease, or the ability to make a living. Such exclusion entrenches inequality and works 
against the causes of justice, good governance, democracy and equitable economic prosperity. 
The experience of many countries, not least of all Ireland itself, has shown that education and 
prosperity go hand in hand. 

The Education for All goal of achieving quality universal primary education by 2015 is 
within our reach. Of all the Millennium Development Goals, it is arguably the one most possible 
to attain. And we know what the problems are: inadequate funding, crowded classrooms, limited 
infrastructure (including schools, inadequate teacher compensation, lack of qualified teachers, 
inadequate spending on textbooks and other materials), lack of community involvement and, 
critically, inadequate domestic expenditures in many countries, insufficient external support and 
poor coordination of international efforts.  

We also know what works and what does not. We have the tools and the mechanisms to 
mobilize and coordinate the resources necessary to achieve universal primary education by 2015. 
The Bank’s framework for action as well as those of our partners – developing countries, the UN 
system, regional development banks and civil society – can mobilize a global effort to make 
universal primary education a reality.  

At Dakar we collectively pledged that no country with a good education plan would go 
unfunded. The Bank’s work has helped us understand how we can meet this pledge. We need to 
focus our efforts better, to be prepared to fill identified funding gaps and to be more flexible in 
our support.  

Developing countries spend over US$250 billion annually to build schools, pay teachers 
and provide textbooks. But 88 countries are at risk of not reaching the education goals by 2015 
unless progress is accelerated. How can we move forward?  

First, we must respect national ownership of education strategies and work in genuine 
partnership with developing countries through the PRSP process, by providing technical 
assistance, sharing advice on best practices and giving financial support to establish a time-
bound action plan to achieve our education goals.  
 

Second, strong involvement by development partners – multilateral and bilateral 
agencies, civil society groups such as Oxfam, ActionAid, religious charities and other 
developing countries that have experiences to share and moral support to offer – is critical. 
Oxfam and ActionAid are doing for Education for All what Jubilee 2000 did for debt relief. We 
must take full advantage by working more cooperatively with these groups.  

Third, support for education needs to be a key element of the Development Compact that 
emerged from Monterrey. In this regard, the Bank and all of us involved in the education effort 
must reiterate our common commitment to abolish user fees for basic primary education. We 
must be unequivocal in our resolve to provide children with universal and free access to primary 
education. There is abundant evidence that this is one of the most critical steps in ensuring full 
participation by the poor in the education process. 
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We know that support for education requires a comprehensive approach in which 
primary, secondary, tertiary and vocational systems reinforce each other. We also know that we 
need to pay particular attention to education for girls and the complex array of economic, cultural 
and political barriers that impede their access. Against this background, the following principles 
should guide our work: 

• Education action plans need to be situated within a broader national poverty reduction 
framework. 

• Education reforms need to put pupils first – this makes the quality of education a critical 
factor. Special efforts and innovative approaches are needed to help those whose lot is 
more difficult: children who must work to live, those with special needs and AIDS-
affected children.  

• All partners need to be at the table and be prepared to pool funds through vehicles such as 
Sector-Wide Approaches to reduce the administrative burden on recipient countries, and 
to make multi-year commitments to improve resource predictability.  

• We need to develop an enhanced monitoring and evaluation mechanism to measure 
results and to track progress in meeting the Millennium Development Goals for 
education. Better monitoring and results measurement will help us all react more quickly 
to changing circumstances in individual countries.  

 
But most importantly, we must have a compact with our children – to assure them that we 

will do whatever is necessary to provide them with a brighter future. This long-term commitment 
will not end in 2015 – we must succeed for the future of our children and of our children’s 
children.  

The Canadian/Irish and Commonwealth Caribbean constituency believe firmly in the 
power of education to change lives and to promote a brighter future for all. Ireland today is a 
prime example of the development dividends that can accrue from the judicious investment of 
resources in the education sector. In the past Ireland benefited from World Bank assistance in the 
education sector, and the fruits of that investment are evident today. 

While Ireland is a good example of the benefits of a very strong commitment to 
investment in education, it must be remembered that the benefits do not come overnight. It takes 
a long and sustained effort to get results. This is especially important for the countries of sub-
Saharan Africa, where the needs are great, as many areas lack even the basic educational 
infrastructure of schools, teachers and equipment.  

Conclusion 
Education, more than any other investment we can make, offers the surest way out of 

poverty by opening doors to a better quality of life. At the dawn of a new millennium, the eyes of 
millions of children are on us – the international community – to translate our good intentions 
into reality. Let us give them a future with options to be the best they can be – to have a better 
chance than their parents of being full partners in the global economy. Monterrey has 
strengthened our mandate and our resources to help provide such opportunities for the poor. Let 
us not miss this opportunity to give children the education that is their right. 
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Statement by Mr. Paul O’Neill, Secretary of the Treasury (United States) 
 

President Bush believes that the United States should and must be a champion of 
economic growth and development, particularly in those parts of the world where poverty is 
most acute.   The President has called for a new compact for global development, defined by new 
accountability for both rich and poor nations alike with greater contributions from developed 
nations linked to greater responsibility from developing nations.  The President’s proposal 
recognizes that sound policies have universal application and that development partnerships with 
borrowers can only be effective if rooted in a good policy framework.  For this reason, the 
adoption by poor countries of the reforms and policies that make development effective and 
lasting is integral to the President’s proposed new Millennium Challenge Account.    
 

The concept underlying the Account is clear, that countries that rule justly, invest in their 
people, and encourage economic freedom will receive more U.S. assistance.  Secretary of State 
Powell and I are exploring ideas for a set of clear, concrete and objective criteria to measure 
progress in these three areas.  We encourage you to share with us the results of your own 
development experience on the most credible indicators for measuring performance. 
 
Measurable Results 
 

The international community has a responsibility to see that the resources it provides 
make a meaningful improvement in the daily lives of the people in the poorest countries. 
Unfortunately, this is an area where donors have a long history of being derelict in their 
responsibilities. No one can be satisfied with the results of the last fifty years of development 
assistance. It is an area where we can – and must – do a better job. 
 

Aid must be used wisely as part of sound management practices that are well targeted, 
well coordinated, and rigorous in measuring results.  It is important that a solid partnership exist 
with client countries on priority reforms to drive growth and poverty reduction, while 
underscoring the need to measure the impact of and accountability for those reforms.  
Measurable results and policies that increase economic growth should be the hallmark of World 
Bank operations.  
 

The Bank’s paper on development effectiveness provides a strong reminder of how 
closely aid effectiveness is linked to country commitment and the quality of their policies and 
institutions. Unfortunately, the paper provides little guidance on what works and what does not 
work in generating jobs and the productivity-led growth needed to reduce poverty.  We also still 
need a more informed process for correlating project inputs with outputs, and we strongly 
encourage the efforts being initiated by IDA in this area.  We want to see an enhanced results-
oriented focus permeate all levels of operations, with progress tracked against a set of key 
objectives by investment, by country, and by lending institution.   
 
Grants 
 
  We would like to see substantially increased use of grants for basic education and health, 
HIV/AIDs and other infectious diseases, and water and sanitation projects in the poorest 
countries. The United States has shown a high degree of flexibility on the overall proportion of 
IDA that should be provided as grants. This reflects our desire for a timely agreement that will 
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provide IDA with a secure policy and financial basis to increase the effectiveness of its 
assistance.  We are convinced that commensurate flexibility by all donors will eventually lead to 
a satisfactory conclusion of the IDA-13 replenishment that all donors seek. 
 
Leave No Child Behind 
 

Education has high value for the poor who must rely on their own human capital skills to 
generate income to escape poverty.  The benefits of education in poor countries, particularly 
when girls and women are fully included, transform societies in multiple ways.   We reaffirm our 
strong support for countries that demonstrate a sustained political commitment to quality 
education for all children, youth and adults.  This commitment will promote higher living 
standards and democratic societies and provides the long-term foundation for countries to benefit 
from globalization. It is crucial that countries devote adequate budgetary resources to education 
and adopt needed policy and institutional changes.  The use of resources must be monitored to 
ensure that they translate into actual learning outcomes and results.   We believe the World Bank 
and other donors should be prepared to significantly increase funding for basic education in those 
countries with strong policy and financial commitment to this sector.  Bank plans to “fast-track” 
universal primary completion in some ten countries is a welcome first step as long as countries 
are selected on the basis of credible performance and donor efforts are well coordinated. 
 
 Anti-Money Laundering Action Plan and Fighting Terrorist Financing 
 

Strengthening financial systems’ and institutions’ ability to combat money laundering 
and terrorist financing is essential for financial stability and therefore for sustainable economic 
growth and poverty reduction, particularly in countries where capacity is weak.  Protecting the 
integrity of the IFIs and taking steps to prevent terrorists from abusing financial systems to 
support their activities should be a very high priority for the international community, including 
the Bank and Fund, and should be reflected accordingly in the priority that these institutions 
ascribe in their country strategies and resource allocations. 
 
HIPC 
 

The ultimate success of HIPC will be determined by the extent to which debt relief 
contributes to economic growth and human development.  Priorities in this area for HIPC 
countries should be on high quality development strategies that increase productivity and the 
effective use of freed resources.  Donors also need to address the projected financing gap for the 
HIPC program. 
 
 
Statement by Mr. Fathallah Oualalou, Minister of Economy and Finance (Morocco) 
 

The sixty-fifth meeting of our Committee is taking place at a time when the world 
economy, in particular, the United States economy, is showing signs of recovery, following a 
marked slowdown in global growth in 2001 and the uncertainty that prevailed in the aftermath of 
the events of September 11. 

 
However, we must remain vigilant, given the fact that there has been no clear 

improvement in the situation in developing countries in general, largely because of the continued 
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downward trend in the flow of resources to these countries, in particular official development 
assistance. 

 
This situation is all the more disturbing because of the continued existence of hotbeds of 

tension the world over, which threaten the peace and stability that are prerequisites for sustained 
growth and development.  It is therefore incumbent on us all to work towards the establishment 
of peace and stability in the world, particularly in the Middle East. 

 
Development Effectiveness, Partnership, and Challenges for the Future 

 
The choice by our Committee of the topic of development effectiveness, partnership, and 

challenges for the future seems apt, inasmuch as it provides us with an opportunity, following the 
Conference on Financing for Development held in Mexico, to discuss specific actions that are 
likely to increase development assistance and contribute to achievement of the goals of 
sustainable development. 

 
The Monterrey Consensus represents a historic milestone in North-South development 

and partnership, inasmuch as it has served as an affirmation of the key role of official 
development assistance in realizing the goals of the millennium with respect to poverty 
alleviation, and has placed the spotlight on the shared responsibility at both the national and 
international levels in the realization of these goals. 
 

In this context, Africa deserves special attention.  In our view, the new partnership for 
Africa’s development serves as an edifying testament to the resolve of African leaders to 
confront, hand in hand with the international community, the challenges facing the African 
continent. 

 
Ambitious goals have been set with respect to growth and poverty reduction and a major 

effort must be made to mobilize all partners with a view to achieving these goals. 
 
In order to expedite achievement of development goals, it is essential that industrialized 

countries step up their efforts to double, as soon as possible, the volume of official development 
assistance. 

 
This increase is absolutely necessary, inasmuch as the volume of this assistance has 

hovered around .22 percent to .24 percent of the GNP of developed countries for the past ten 
years. 

 
This level is well below the .7 percent target set by the United Nations.   At the same 

time, industrialized countries are spending more than US$300 billion annually in subsidies to 
protect and support their agriculture, i.e., six times the amount of official development 
assistance. 

 
Against that backdrop, the announcement made by the principal donors at the Monterrey 

Conference, in particular the European Union and the United States, regarding an increase in 
their official development assistance is heartening, and should be implemented as soon as 
possible. 
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With a view to full attainment of the millennium goals, the strengthening of official 
development assistance should be accompanied by increased foreign direct investment flows and 
the opening of the markets of developed countries to the exports of developing countries through 
the lifting of tariff barriers and the elimination of subsidies, particularly with respect to 
agricultural products. 

 
In light of the foregoing, the Doha round of negotiations should take into account the 

interests of developing countries with a view to the establishment of a multilateral trade system 
that is more equitable and beneficial to this category of countries. 

 
International financial institutions also have an important role to play by providing the 

necessary technical and financial support to developing countries, with a view to ownership of 
their reform strategies as well as the strengthening of the national capabilities that are necessary 
to achieve the millennium goals and the integration of these countries into the world economy. 

 
Developing countries that are the recipients of aid must do their part by continuing their 

efforts in the area of institutional, economic, and social reform. 
 
With the assistance of the Fund and the Bank, these countries have already made 

considerable progress in terms of stabilizing their macroeconomic framework, strengthening 
democracy, protecting human rights and public freedoms, as well as mobilizing and involving 
civil society in the preparation and implementation of development strategies. 

 
These efforts should be continued in order to ensure the efficient channeling of assistance 

towards achievement of the goals of poverty reduction and financing for development. 
Education: a Key Asset of a Dynamic Economy: Action Plan for Universal Education 
 
Universal education is an essential component of poverty reduction in the world.   
 
Its importance is heightened by the fact that 100 million school-age children are not 

attending school and stark gender inequalities persist at the school level, despite the significant 
progress made in recent decades. 

 
Also, a significant number of developing countries are in grave danger of failing to 

achieve the goals of universal education unless a very concerted effort is made to quicken the 
pace of attainment of these goals. 

 
Given the urgency of the situation, the choice of the action plan for universal education as 

a topic of our Committee meeting seems appropriate. 
 
In that regard, the efforts of the Bank to evaluate the progress made with respect to 

achievement of the goals of universal education and the implementation of an action plan to 
expedite achievement of these goals should be continued in order to help developing countries 
tailor this action plan to the specific conditions prevailing in their countries. 

 
We also call on all development partners to redouble their efforts in terms of the 

provision of the appropriate level of financial and technical aid, in order to help developing 
countries achieve the goals of universal primary education by 2015 and the elimination of gender 
disparities in schools before 2005. 
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We also call on developing countries to make the necessary effort to expedite 

achievement of the goals outlined in the action plan established by the World Bank, as well as 
the development of the capabilities needed to attain these goals. 

 
Status of the Debt Relief Initiative for Heavily Indebted Poor Countries and Poverty 

Reduction Strategy Papers 
 
We also support the efforts of the Bank, Fund, and donor countries to implement the debt 

relief initiative for heavily indebted poor countries, which has made it possible for 26 of the 
approximately 40 eligible countries to reach their decision point. 

 
However, attainment of the goals of this initiative remains limited in view of the fact that 

only four countries have managed to reach their completion point, which makes them eligible for 
debt servicing relief. 

 
We therefore call on the Bank, the IMF, and other partners to redouble their efforts so 

that all eligible countries can receive this benefit quickly. 
 
We also appeal once more to donors to provide the necessary resources to ensure that the 

multilateral development banks, in particular the ADB, contribute to this initiative. 
 
We support the efforts made to implement the approach regarding poverty reduction 

strategy papers, which have paved the way for the drafting by 42 countries of their interim 
strategy papers and by ten countries of their completed strategy papers. 

 
Status of the Harmonization of Operational Policies and Procedures related to Official 
Development Assistance 

 
We support the efforts of the World Bank and the Fund, in concert with the other 

multilateral and bilateral institutions, to achieve harmonization of the procedures linked to the 
management of development assistance. 

 
These harmonization efforts should, in our view, contribute to the strengthening and 

effectiveness of the official development assistance provided to developing countries and to the 
improvement of mechanisms for channeling this assistance towards the financing of 
development goals. 

 
The international community should, however, take steps to ensure that this 

harmonization does not lead to more stringent conditionalities tied to development assistance. 
 

Status of the Action Plan to Combat Money Laundering and the Financing of Terrorism 
 
We support the efforts of the IMF and Bank to implement an action plan to combat the 

laundering of money derived from illegal activities and the financing of terrorism. 
 
In that regard, it is incumbent on all member countries to address these scourges by 

adhering to the November 2001 recommendations of the International Monetary and Financial 
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Committee, in particular through implementation of legal provisions aimed largely at 
criminalizing money laundering and the financing of terrorism. 

 
However, if the war against terrorism is to be waged on all fronts, it is also true that a 

distinction should be made between terrorism and the struggle of oppressed peoples to regain 
their rights, particularly the right of the Palestinian people to independence within a sovereign 
State having as its capital AL-QODS ACHARIF.  
 
 
Statement by Mr. Didier Reynders,16 Minister of Finance (Belgium) 
 
Development Effectiveness, Partnership, and Challenges for the Future 
 

I very much welcome today’s discussion on “Development Effectiveness, Partnership, 
and Challenges for the Future,” as it gives us the opportunity to further review this topic in light 
of the commitments made in the recent Financing for Development Conference towards the 
realization of the Millennium Development Goals. It is with much interest that I have read the 
World Bank paper on the progress and the impact of development assistance over the past 50 
years. I agree that development assistance has proven to make substantial contributions to the 
development process. I acknowledge the strong progress that has been made during the second 
half of the last century in education, health, and poverty reduction, driven in substantial measure 
by better policies: life expectancy increased by 20 years, illiteracy among adults dropped from 
47 to 25 percent, per capita incomes doubled and poverty declined. The global integration of 
countries has also influenced on this positive evolution. 
 

The experience shows that development assistance has a major role in fighting poverty 
and that it is increasingly effective and efficient, with more resources flowing to good 
performing countries. Substantial progress has been made by recipient countries and by donors to 
use this aid in a more effective way, but more efforts should be made to accelerate the 
harmonization of aid delivery. 
 

We have learned a lot from countries experiences. In this context, I support the view that 
poverty-reduction strategies should be country-owned, country-specific and country-driven in 
order to generate the best responses and results. The Poverty Reduction Strategy Paper (PRSP) is 
a country’s blueprint of that philosophy as is the Comprehensive Development Framework 
instrument. 
 

We have also experienced that the public and the private sectors are complementary to 
each other for enhancing development. The public sector creates the enabling environment by 
building and reforming institutions. In this favourable environment, the private sector can make 
the necessary investments, triggering further domestic investment and creating jobs. 
 

However, some countries, especially in Sub Saharan Africa, could not substantially 
benefit from the increased effectiveness of development assistance. Indeed, the development 
process has been uneven, as many countries have been left out due to weak policies, institutions 

                                                 
16  On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovakia, 

Slovenia and Turkey 
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and governance, and ineffective use of development resources. In the beginning of the 21st 
century, the number of people still living in extreme poverty, on less than US$1 per day, is 
unacceptable. Moreover, the AIDS pandemic poses an important threat to the availability of 
active population in these countries. At present, conflicts are a threat to development in many 
regions of the world, including in the Great Lakes Region of Sub Saharan Africa. The 
international community is confronted with the very complex task of resolving these internal and 
external conflicts. 
 

The challenges we are faced with, in order to improve development effectiveness, should 
give us the necessary input on how to go ahead for realizing the Millennium Development Goals 
by 2015.  These challenges are related to both developed and developing countries. Education 
For All, which we are going to discuss shortly, is a first important challenge. 
 

Chronically weak performing countries, the so-called Low Income Countries Under 
Stress, are at risk to be left out of the development assistance process, as more aid is currently 
allocated to the better performing countries with the view of ensuring a more effective use of 
development assistance. The aim of the development community should be to stay engaged in 
these countries, rather than choosing one of the two other options, total disengagement or large 
inefficient financial transfers. This engagement means communicating with governments, civil 
society and among development partners. I see here an important task for the World Bank Group 
as coordinator of action, as an institution for knowledge transfer and for capacity building. 
However, it is difficult to divide countries in good and bad performers, as countries are rather 
ranged along a continuum, each country requiring an appropriate mix of financial resources and 
non-lending instruments. In fact, there is no blueprint for assistance applicable to all developing 
countries; there is no single approach. Therefore, I support a more country-tailored approach, and 
call for a more sequenced development strategy for the weak performing countries. 
 

At the same time, the Bank should not forget the Middle Income Countries, where it can 
play a very useful role as a Knowledge Bank. The Bank should improve its performance and 
ensure a better delivery of its knowledge to this group of countries. To play such a role, the Bank 
should provide clearer internal incentives, and make all efforts to reduce the cost of doing 
business for the client countries. 
 
 Globalization, another challenge, has reduced poverty in many countries, but still the 
poorest countries are not sufficiently benefiting from it. Import quota imposed on their products, 
and subsidies to specific sectors, like agriculture and textile, constrain this process. The 
developed countries should further reduce trade barriers. The European Union has already given 
an example with its “Everything But Arms” initiative, and I hope that other developed countries 
will soon come up with similar initiatives. 
 

I also hope that the next WTO round will be successful in making the globalization 
process beneficial to developing countries. Indeed, trade liberalisation and market access must 
serve all countries, especially the poorest. At the same time, globalisation should benefit to all 
people within a country. Increased market access is part of the development action plan, but the 
negative effects on vulnerable groups of the population should be adequately addressed. The 
Bank should help developing countries by building their capacity to remove behind-the-border 
impediments. This would expand supply response to trade opportunities.  



 - 94 - 

 

 
Another important challenge to address is the volatility of financial flows to developing 

countries. These countries should attract sufficient Foreign Direct Investment, which is a more 
reliable financial source and a catalyst for domestic investment and economic growth. In order to 
attract these necessary financial flows, a country should have adequate macroeconomic and 
structural policies in place.  The Bank can help countries by providing assistance in the 
formulation of appropriate policies, and further promote partnership between public and private 
sector as an engine for growth. 
 

After two years, good progress has been made in the implementation of the initiative for 
Heavily Indebted Poor Countries, but the success of the initiative is not assured yet. Long-term 
sustainability must be the objective in terms of debt burden and of policy reforms. The speed of 
debt relief must be balanced with the quality of programs. In principle, there is a need for strict 
implementation of a one year full PRSP before granting definitive relief. A satisfactory track 
record of six months under a PRGF program and a PRSC credit seems also necessary to ensure 
the long term viability of the countries’ reforms and commitments.  
 

Official Development Assistance is a very important financial flow for the development 
of the poorest countries. I encourage developed countries to increase their Official Development 
Assistance to the envisaged 0.7 percent, in order to help low-income countries realizing the 
Millennium Development Goals as soon as possible. The recent increases in development 
assistance, announced by the European Union and the United States, are going in the right 
direction.  
 

As the channels for delivery of the newly committed resources have not been determined 
yet, I suggest that these resources be partially channelled through the World Bank Group because 
of its comparative advantage and knowledge. One of its important assets is the representation of 
member countries in constituencies, in which different interests are brought together. In these 
groups of countries, contradictory point of views can be reconciled more easily to reach common 
positions which are beneficial to both developing and developed countries. 
 

Despite criticisms, the Bank is a leader in evaluation, and the standards it uses to measure 
its own effectiveness are as rigorous as in any other institution delivering aid. When it comes to 
the evaluation of aid effectiveness on the country level, this task is much more challenging since 
many factors influence the achievements of countries: country-owned policies, development 
assistance partners, and external factors.  Expanding the scope of evaluation to countries as unit 
of development will therefore be a very complex task, and too high expectations should not be 
placed on the outcome of this exercise. 
 

Finally, I call both developing and developed countries to take their responsibilities for 
making development assistance more effective, and support a development compact between 
both groups.  I further call the Bank to step up its role as knowledge bank. At the same time, I 
urge bilateral and multilateral institutions to streamline their conditionality in order to eliminate 
the tension between conditionality and ownership.  I welcome the attention the Bretton Woods 
institutions are currently giving to this matter. 
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Action Plan to Accelerate Progress towards Education for All 
 

Education deserves our strong attention, as it is one of the principal means to eradicate 
poverty and inequality.  As education is an important provider of capacity and knowledge, it can 
lead to good governance and more effective institutions, while bringing at the same time new 
opportunities for people. 
 

The World Bank Group should play a significant role in the coordination of the actions 
towards Education for All.  It has the necessary knowledge of developing countries to play such 
a role.  Nevertheless, the World Bank Group has to involve donors, institutions and specialized 
agencies for realizing the objectives outlined in the Education for All action plan. 
 

Currently, the international community is mobilizing the necessary financial resources 
and support in order to speed up the efforts to get all children at least into primary school by 
2015. I very much welcome events like the recent Amsterdam conference, and hope that they 
could be a catalyst for raising the necessary resources for this initiative.   
 

In general, the proposals laid out in the Education for All report deserve our support. I am 
particularly pleased with the idea of a “development compact” between recipient countries and 
their external partners, with stronger focus on gender equity. I also share the emphasis on 
completion rather than enrolment rates, the intention for immediate action in some countries, and 
the call for increased donor engagement and cooperation. 
 

I am concerned about the fact that 88 countries are considered to be “at risk”, though 59 
of these are expected to achieve universal primary completion by 2015. I am even more 
concerned about the 29 remaining countries that are not expected to reach this goal by that time, 
some of which are recovering from conflict and others are currently in conflict. Many also have 
significant HIV/AIDS rates. These countries will probably not be able to meet the criteria for 
being part of the development compact. It will be a challenge to getting these countries back on 
track, while probably using different approaches and financing schemes. Possibly, less ambitious 
expectations could be considered about their participation and own resources. 
 

As experience has shown, user fees are an important barrier for primary school 
enrollment in the poorest countries.  The elimination of these fees can be considered as one 
important step governments should take in order to give all children access to education. In this 
context, I call for broad country ownership and engagement.  Apart from financial barriers, 
however, the action plan should be more focussed on other non-financial barriers, inter-alia 
school management, language, availability of books, quality of education, teacher salaries, 
gender inequality, etc.  
 

Primary education is just a minimum requirement and should be merely considered as a 
short-term objective. In order to avoid the erosion of children’s knowledge after leaving primary 
school and to assure future usage of the acquired intellectual capacity, we have to look more in 
the longer run. In particular, we should develop further plans to eradicate barriers for increased 
access to secondary and higher education. I recommend further research on this important issue. 
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Strengthening partnerships among donors could enhance the success of the Education for 
All objectives.  In this context, I support the proposed donor consortium that would oversee and 
manage available financial resources, hereby avoiding overlaps between development agencies, 
reducing transaction costs and avoiding new heavy structures.  At country level, the donor 
community could work via Sector Wide Approaches to use resources more efficiently and to 
work in a more coordinated way. 
 

For the poorest countries, the Education for All approach should be considered as a part 
of these countries’ Poverty Reduction Strategy.  Indeed, education is an essential part of this 
country-owned strategy. 
 

Education for All is a good principle by all means, but a country can benefit from it only 
if it is not confronted with “brain drain”, as some developing countries are currently 
experiencing. Are countries capable of securing jobs for the educated ones? How could their 
knowledge be valorized in the economy? Therefore, I require further elaboration on the link 
between education and the job needs in support of developing countries’ economies.  
 

To conclude, the proposed Education for All approach is a first step to enhance further 
school enrolment, and securing further use of knowledge. I am very pleased with the 
propositions and hope that the envisaged objectives can be met as soon as possible. However, the 
donor community should not only consider the financial issues, but also consider more Education 
For All on a case-by-case basis, and develop a long-range strategy. 
 
 
Statement by Mr. Bosse Ringholm,17 Minister of Finance (Sweden) 
 
Development Assistance has had Effect 
 
First of all, I would like to welcome the discussion on Development Effectiveness. The paper 
and the underlying study show that development assistance has worked and has helped millions 
of people to a better life. Infant mortality has declined in several countries, literacy rates have 
risen and for millions of people in low and middle income countries life has improved. The study 
provides us with an important message: better policies in developing countries, together with 
improved allocation of aid, imply that aid is more effective today than ever before. With this as a 
point of departure, we should aim at achieving even more effective development and poverty 
reduction.     
 

Today, we know more about the necessary prerequisites for development than we ever 
did before. We have gained insights in what the multidimensional task of reducing poverty 
means. We have seen how we must look at development in a comprehensive manner and we 
have realized that development heavily depends on actions and commitments from the countries 
themselves. Good governance and sound economic policies are crucial. An enabling 
environment for private sector participation and foreign direct investments must be created. 

                                                 
17  On behalf of the Nordic and Baltic Countries 
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These are in turn dependent on functioning financial markets. Experience has shown that social 
and economic development are two sides of the same coin - one is dependent on the other.  
 

The progress we have seen has, however, not been uniform. The transition economies 
have seen higher poverty levels. Income levels in Sub-Saharan Africa have not risen. In our 
work, there has been a lot of trying and failing and we must not underestimate the shortcomings 
The conclusion we can draw, however, is that prospects for the future in most cases look more 
promising than they did fifty years ago. With its accumulated knowledge, gained experience and 
its ability to adapt to different circumstances, the World Bank is a major partner in supporting 
low and middle income countries in their efforts to reduce poverty. 
  

This being said, we cannot be complacent. We have learned a lot but there is still a long 
way to go to halving poverty. It is now a matter of applying what we have learned, both in our 
multilateral and bilateral assistance, particularly in areas such as harmonization and co-
ordination and a general shift towards budget/programmatic support.  
 

The recent conference on Financing for Development (FfD) has shown an evolvement of 
a Global Deal, which implies that development is a concern for all involved.  
 

First of all, we reaffirmed that the developing countries themselves have the prime 
responsibility for their own development, and an obligation to implement "good policies". We 
also have to acknowledge that the ownership and commitment by developing countries implies 
that we must take a step back and allow for the developing countries themselves really to be in 
the driver’s seat. PRSP is the instrument in which these efforts are made concrete.  
 

Secondly, and in order for the countries to achieve the Millennium Development Goals 
(MDGs), the international community, the donors, also have responsibilities as supporters of 
these efforts. There is an urgent need for policy coherence in all areas where we are active and in 
all sectors relating to development, e.g., foreign direct investments, other private flows and 
official development assistance and trade. Significantly reducing trade barriers and opening up 
our markets to exports from both low and middle-income countries may potentially have greater 
effect on development than will all development assistance that we currently provide. Here, the 
EU initiative Everything But Arms (EBA) could serve as an example. Coherence will potentially 
increase the impact of the efforts on development and poverty reduction, and the responsibility 
for its implementation lies within our own national governments. We have to try to behave in a 
coherent manner in all policy sectors.  
 

The ability to benefit from the multilateral trading system greatly affects a country’s 
possibility to ensure sustainable economic development. Therefore, the new round of trade 
negotiations initiated in Doha last November must be a true development round. This entails 
much more than opening up our markets and increasing the resources available for trade related 
technical assistance. The multilateral trading system must be designed in a way that ensures that 
developing countries perceive it as beneficial and not a burden to participate and implement the 
various agreements and rules. The World Bank plays an important role in the Integrated 
Framework. We commend the Bank for the results achieved so far. More could be done, 
however. The next step should be to assist countries in mainstreaming trade in national 
development strategies and PRSPs.   
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In addition, to the evolvement of a global deal, the FfD conference was also the first time 
all the major bilateral and multilateral institutions came together in a commitment to the issue of 
resource mobilization, in order for both poor and middle income countries to achieve a 
sustainable development and poverty reduction. This is an important message for the future. 
As a complement to other sources of financing, ODA plays a significant role and the Nordic 
countries support the 0.7 percent target. However, it is necessary also to fully explore additional 
sources. Private sector involvement is also crucial. 
 

The FfD conference provided leaders of the world with an opportunity to manifest their 
commitment to development by contributing financial resources needed to reach the international 
development goals. The next step is for the same leaders to give guidance on how to obtain 
sustainable development. The World Summit on Sustainable Development lends itself to this 
critical task. The FfD conference has already paved the way in the area of financial resource 
mobilization, by setting out the essential elements of a partnership approach between developing 
and developed countries. Members of my constituency are fully engaged in the preparations for 
the Johannesburg conference in order to contribute to a successful outcome. 
 
Bank as an Institution Based on Lending and Knowledge 
 

In the multilateral system, each institution has different tasks derived from its 
comparative advantages. Through this, the institutions have come to have their strategic roles, 
where each institution within its mandate potentially reinforces the work of the other institutions. 
In terms of financing, the Multilateral Development Banks (MDBs) mainly provide loans on 
market and highly concessional terms. The UN and its agencies provide assistance in the form of 
grants. This interaction of mutually reinforcing institutions has become a cornerstone in the 
multilateral system. However, MDBs, just as all other international organizations, must be 
prepared to constantly adapt to the ever-changing environment.  
 

In short, the Nordic and Baltic countries are pleased with the way the Bank has developed 
its recent activities to improve effectiveness and its refocus on poverty and its comprehensive 
approach to development. Today, the World Bank is better equipped to contribute to 
development processes in both low and middle-income countries than it was in the past.  
 

It is our firm belief that the Bank’s work and the work from bilateral donors have had a 
significant impact on achievements when it comes to economic growth and development. But the 
Bank has done more than that. It has, through its extensive research and expertise, contributed to 
further knowledge of the development framework. Today, the Bank is a highly relevant partner 
to an array of different countries at different stages of development, both through its lending and 
through its Economic and Sector Work and Technical Assistance activities. What the Bank has 
achieved is commendable and the Nordic and Baltic countries strongly support its ongoing work. 
This also includes intensified efforts to combat money laundering and financing of terrorism, an 
issue our constituency takes very seriously. The efforts made by the Bank regarding LICUS are 
also commendable, although there are still some issues outstanding. 
 

We should not do anything that might harm or reverse this evolution. We would caution 
those who fundamentally question the applied MDB model. We have a system that has proven 
itself in many respects, but there is, naturally, always room for improvements. For example, the 
Bank could further develop the ways in which developing countries could participate in decision 
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making. We must always make sure that methods are translated into effectiveness on the ground, 
but now is not the time to fundamentally alter the Bank. 
 

One issue of concern is the role of IDA in the future. Today, there is a limited amount of 
resources that could be used as grants. We feel it is important not to exaggerate this capacity. 
Turning IDA into a grant institution would be to move away from the comparative advantage of 
the Bank. Furthermore, it would seriously affect the efficiency of ongoing development work. 
Turning IDA into a grant institution would also imply to compete with other grant financing 
institutions such as the UN and creating uncertainty of distinction. What we need in development 
financing is not further overlapping and competition, but more cooperation, as expressed very 
clearly in the text from the FfD conference. Moreover, a move to grant financing would seriously 
undermine the financial viability of IDA. 
 

Another issue of concern is the Bank’s role in provision of Global Public Goods. Many of 
the problems that cross borders have to be addressed by collective action and we support what 
the Bank has done in areas like financial stability or fighting infectious diseases. However, what 
specific role the Bank should have in the area of Global Public Goods still needs clarification. In 
its continued engagement, it is important for the Bank to find the right balance between global 
and national programmes. My consituency strongly believes that the most important role for the 
Bank is in building on its national level engagement and country based lending. By doing this, 
the Bank can continue to play an active role when action contributes to spill- over effects with 
regional or global benefits. We still think that the financing issue needs more thought and more 
creativity. We must, therefore, actively try to find other means of financing. To involve the 
private sector on a broader basis is but one source that could be explored more thoroughly.  
 

A third area of concern is that of premium pricing, i.e., pricing based on ability to pay. 
The Nordic and Baltic countries believe that pricing of products should not discriminate between 
borrowers. The Bank must continue to apply uniform pricing with standardised terms for 
borrowers. Premium pricing would most likely be detrimental to both the borrower and to the 
Bank. We appreciate the strong stance the Bank has taken on this issue and we strongly support 
the existing pricing policy. 
 

All in all, instead of contributing to mission creep and further overlapping, we must 
safeguard not only the Bank’s, but each institutions’ strategic role, thereby reinforcing the impact 
they potentially can have. 
 

This being said, we must not deny that there is scope for improvements. One important 
task the Bank has to deal with is the correspondence between policy decisions at the strategic 
level and implementation at the country level. Ongoing work on coordination between MDBs 
and between the World Bank and the UN system should also be intensified, not least at the 
country level. In the harmonization area, current work on financial management and procurement 
is an important step but more remains to be done, also within the Bank’s own policy domain. 
Another internal challenge facing the Bank is flexibility in responding to extreme situations. One 
should also take seriously the need to strengthen the abilities for developing countries to 
participate in international economic decision-making.  
 

Moreover, it is crucial for the Bank to find ways to respond to the needs of middle-
income countries, ways that are driven by a genuine demand. The low level of lending to these 
countries persists which is worrying, as this may imply that the Bank is seen as less relevant to 
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this group of countries. It is a crucial issue for the Bank to actually stay relevant. The Bank’s 
financial soundness is heavily dependent on continued cooperation with middle-income 
countries.  
 
Other Important Issues 
 

Let me now turn to a few specific initiatives my constituency feels strongly about. 
 
PRSP 
 

The PRSP process constitutes a major step forward in the way the international 
community organizes itself in order to fight poverty. National ownership is crucial. But the 
PRSP, triggering HIPC debt relief and concessional lending, may put the ownership under stress. 
This calls for flexibility and sensibility on the part of the BWI. Some countries have both the will 
and the capacity to take this responsibility immediately - others do not.  
 

National ownership means that the donors have to take a step back and let the PRSP 
process be run by the developing countries themselves. It is the concern for each developing 
country how this is handled. The role of the donors is to support them in having a true 
participatory process. For the credibility of participation, the national parliaments’ role should be 
emphasized. Capacity building to strengthen the institutional abilities essential to poverty 
reduction must be supported. Again, this is the very essence of true ownership, which we 
commonly have agreed is crucial to successful and sustainable development.  
 
Furthermore, the donors must adjust programs and bilateral assistance to procedures used by 
recipient countries. The coordination and cooperation must therefore be at the country level. 
 

There is a close relationship between the PRSP process and Sector Wide Approach 
(SWAP) processes that are ongoing in many LDCs, particularly in social sectors. We welcome 
the World Bank’s efforts to adjust its framework to participate more effectively in these 
processes. We do, however, wish to emphasize that active involvement in PRSPs as well as in 
SWAPs require a strong field presence, hence a need for the Bank to continue its decentralization 
process and strengthen its field offices. 
 
HIPC 
 

The adoption of the enhanced HIPC initiative reconfirmed the need for debt relief for the 
eligible countries. It was widely acknowledged that the debt burdens of the least developed 
countries (LDCs) would severely add to the difficulties for these countries to reach sustainable 
development. HIPC should provide an exit from these situations. However, debt relief is only a 
part of a solution to poverty reduction. Debt relief must be accompanied by, inter alia, sound 
macroeconomic and structural policies in order to be effective.  
 

Until today, 26 countries have reached either completion point or decision point under the 
framework. The issue of financing of the multilateral debt relief under the initiative is still of 
great concern. It cannot be emphasized enough that the credibility of the initiative is crucially 
dependent on such funding. Each creditor must take its fair share of the burden and make 
sufficient financing available. My constituency has therefore contributed to the HIPC Trust Fund 
by around  US$245 million. We will continue to participate in the funding and urge all donors to 
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deliver on their commitments. However, projections regarding financing requirements show that 
pledged contributions will not be sufficient neither for the short term nor for the long term need. 
This fact underlines the importance of an independent and transparent replenishment process 
throughout the lifetime of the HIPC mechanism. It is not acceptable that the financial integrity of 
the multilateral institutions is compromised.  
 

We, therefore, welcome the separate discussions held back-to-back with IDA 13 and 
expect such a process to continue in IDA 14. It is also necessary that the annual technical 
meetings on HIPC, starting already this year, will focus on the issue of its financing.  
 
Final Remarks 
 

Evidently, we know more than before on what works and what does not work in 
development assistance and we must extend our knowledge even further. The Bank, as a 
supporter of national efforts, has an important role to play. At the FfD conference, both 
developing and developed countries made commitments they are now expected to implement. 
The Bank must now continue to support ongoing efforts in order for poorer countries to reach 
development and poverty reduction. Concessional loans provided by the MDBs supporting 
economic development, technical assistance for capacity building and enhanced ownership 
consequently serve a purpose.  
 
The Bank and the other multilateral institutions are bodies that can influence the way in which  
globalization is handled so that it benefits all. Given its extensive research, knowledge, 
experience and significant financial resources, the World Bank has an important strategic role as 
a development institution and it deserves our support as such. 
 
 
Statement by Mr. Abdulla Hassan Saif, Minister of Finance and National Economy 
(Bahrain) 
 

We meet today at a time when we see clear signs of improved prospects for the global 
economy and have reason to expect that an emerging spirit of stronger international cooperation 
will provide a new momentum for a meaningful reduction in poverty in the years ahead.   

 
The indicators already point to a recovery in some leading industrial countries and more 

stable financial markets, as well as an improvement in the external environment for developing 
countries.  Another cause for optimism is that the historic conference in Monterrey has helped 
towards building a sound basis for partnership between developed and developing countries for 
the achievement of the Millennium Development Goals.  There are, however, substantial 
uncertainties and risks with which policy makers and our two institutions have to cope, and many 
important issues to address.   

 
Uncertainties in our region have substantially intensified in the past few weeks putting at 

risk the prospects of better economic and social performance of many economies in the region 
and beyond.  This has followed the invasion of Palestinian territories and the devastation that has 
been inflicted on the people as well as the destruction of towns and infrastructure which the 
international community, including the Bank and Fund, has utilized substantial resources in the 
past several years. 
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I wholeheartedly endorse the statement of developing country Ministers of the Group of 
Twenty Four on this issue, and urge our two institutions and the international community as a 
whole to do the utmost to help in alleviating the extreme hardship of the Palestinian people and 
reconstruct their ravaged economy.   

 
On a broader scale, the international community has now the opportunity for a fresh start 

on global partnership along the lines charted at Monterrey. We shall be discussing the key issues 
of development effectiveness and education, and I have the following comments on items under 
the second part of our agenda: 
 
HIPC Progress Report 
 
 I welcome the progress that has been achieved so far in the implementation of the HIPC 
initiative, with 26 countries benefiting from  US$25 billion in debt relief commitments that is 
expected to lead to substantial reduction in debt service and debt stock.  This would allow these 
countries to allocate more resources for reducing poverty, the real objective behind the debt 
relief. It is heartening to note that, in the coming years 2002-5 these countries are expected to 
spend on social services three times what they plan to spend on debt service, with a substantial 
rise in the share of social spending in government expenditures and GDP.   
 
 As indicated in the Report, however, many challenges still remain. Fewer countries than 
expected have reached their completion point, and many indebted countries, especially those 
conflict-affected, have not been considered.  The slowdown in the global economy and the 
decline in commodity prices have led to the deterioration of the external debt indicators and have 
clouded the debt sustainability prospects of many indebted countries.  More attention is also 
needed to improve the debt management capacity of indebted countries, in order to avoid there 
falling deeper into indebtedness.  Commendable efforts have been made by creditor countries 
and development institutions to provide a large part of the needed resources, though it is difficult 
to assess the additionality of such flows as stipulated by the HIPC Initiative.  
 
 The developing country donor institutions in our region continue to participate in the 
Initiative to the extent that would not impair their financial integrity or impede their ability, 
especially in view of their small size and limited means, to continue extending development 
assistance to other poor client countries.  The documentation reports an encouraging level of debt 
relief and the efforts are continuing in cooperation with the Bank and the IMF. 
 
Second Progress Report on Harmonization 
 
 The Report has shown welcome progress in the past six months on the harmonization of 
donors’ operational policies, procedures and practices.  Work is on track on the first and second 
stages of the plan, focusing on information gathering and development practices.  A move 
towards the adoption of principles and country implementation is planned in the coming year.  
We hope that these efforts will start to make a difference in achieving the plan’s objectives of 
reducing the administrative costs and complexities of aid for recipients, and of lowering the 
transactions costs of lending operations. 
 
 As we have previously underscored and as our Committee has clearly stated, all 
development partners should be encouraged to rely increasingly on borrower governments’ own 
planning and budgetary processes, while maintaining appropriate standards and helping to 
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strengthening recipients’ systems and processes.  This requires development of local capacity 
that will eventually ensure improved management of donor finances by borrowers, but also the 
borrower’s entire budgetary and planning processes.  This will obviously require additional 
resources, both human and financial, regarding which the Bank and other institutions should 
stand ready to provide assistance. 
 
 We commend the attention given to involving the recipient countries in the 
harmonization process, and it is encouraging to note that 15 developing countries have been 
participating in this exercise. We strongly urge that this involvement should be widely extended 
to cover the various aspects of the harmonization process, and that harmonization activity should 
embrace all development country regions.  In this connection, and as mentioned in previous 
reports, regional and bilateral institutions in our Middle East and North Africa region have 
already endeavored to develop realistic, voluntary approaches to harmonization, and more efforts 
should be made to involve them as well as other developing country institutions. 
 
Progress Report on Anti-Money Laundering and Combating the Financing of Terrorism 
(AML/CFT) 
 
 I am pleased to note that the Bank and the Fund have been developing and implementing 
detailed actions plans in respect of AML\CFT, and that numerous actions have been undertaken 
in recent months in close cooperation with other institutions.  The two institutions can certainly 
extend more help to developing country clients to develop the robust financial systems and the 
legal and regulatory frameworks required to undertake the AML\CFT tasks.  We expect that the 
necessary resources for this assistance will be available. 
 
 As so many of us have often urged, the Bank and the fund should remain within their 
respective mandates and comparative advantages, especially in view of the complexity of the 
tasks involved and the risks of getting involved in such fields as law enforcement that should be 
left for the competent bodies. Actions, which serve to promote ownership and commitment by 
clients, are of critical importance in generating the rigorous, concerted action across the 
international community that is required for success. 
 
 The Bank and the Fund have been conducting a study of the informal funds transfer 
systems, including the Hawalah system. The latter has raised questions. The study has benefited 
from on site reviews of six countries, which I understand have revealed that this system is largely 
driven by legitimate remittance activity of the poorer sections of the expatriate communities. 
However, as with any other funds transfer system, it is important to recognize that it can be open 
to abuse and, therefore, needs to be taken into account in framing measures to prevent and 
combat money laundering and terrorism financing. 
 

Finally, I would like to draw attention to the fact that regulated Islamic financial 
institutions are genuine profit-seeking businesses and are not part of any political movement. In 
the Kingdom of Bahrain, which is a leading international Islamic financial center, as well as 
elsewhere, such institutions are subject to the same criminal law and to the same or equivalent 
central bank and other financial regulations as apply to their conventional counterparts. 
 
 We welcome the continued support of the Bank and the IMF in embedding updated 
international best practice in the regulation of both conventional and Islamic financial institutions 
throughout the world, and we appreciate the familiarity of the Bank and the Fund with the 
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technical aspects of Islamic finance and with the structure of Islamic financial institutions, which 
are members of the global financial community. We also applaud the continuing interest, 
encouragement and cooperation shown towards the regulatory developments being undertaken 
by the Muslim countries themselves in developing further the Islamic financial institutions and 
the Islamic financial capital markets; and, lastly, we strongly encourage continuation of the 
process of mainstreaming Islamic finance in the context of the ongoing development of the new 
international financial architecture 
 
 
Statement by Ms. Clare Short, Secretary of State for International Development and 
Mr. Gordon Brown MP, Chancellor of the Exchequer (United Kingdom) 
 

In a year which has seen the Financing for Development Conference in Monterrey, and 
which will see the World Summit on Sustainable Development in Johannesburg, it is appropriate 
that we should be looking here at what development has achieved, and what are our next 
challenges.  There is no doubt that, over the last 30 years, we have made significant progress.  In 
developing countries, people are living longer, more children are surviving, more people are 
literate, and more people have access to clean water.  Aid is working although its effectiveness 
could be improved further.  The challenge for our generation is to adopt the lessons we have 
learned from the successes of development and apply them on a much larger scale so as to 
extend the benefits to the rest of the world’s poor.  But, if we are to meet the Millennium 
Development Goals, a step change in progress will be essential.  These Goals were carefully 
chosen.  They are achievable, but reaching them will require a significantly increased 
development effort from the whole international community.     
 

Monterrey was a milestone in international work on development finance.  The 
conference highlighted the most pressing issue of our time – 1.2 billion people living in extreme 
poverty - and the need to commit a stronger reform effort and more and better used resources to 
tackle this scourge.  Developed and developing countries agreed a partnership in which 
developing countries commit to improved economic and social governance and the international 
community commits to action on trade, debt relief, and aid.   This foundation must now be built 
on with concrete actions – a genuine investment of energy and resources – if we are to make 
tangible progress towards our shared objective of eliminating poverty. 
 

We believe the commitments made by all EU colleagues and by the US to increase aid 
spending by  US$12 billion pa from 2006 was an important contribution towards the extra  
US$50 billion of official development assistance required to meet the Millennium Development 
Goals and a step towards the UN’s 0.7 percent ODA/GNI target, but more is needed.   Over the 
last decade, the overall share of aid in rich countries’ GNI has fallen to shamefully low levels:  
from 0.33 percent in 1990 to 0.22 percent in 2000.  These pledges made in Monterrey will 
reverse that trend, and signal a new recognition of aid’s vital role in development.  All donors 
should hold to meet or exceed these pledges but we must also increase the value of existing aid 
by ensuring that funds are channeled towards the poorest and used to back reformers.  A 
redirection of existing aid in this way would increase its poverty reducing effectiveness by 50 
percent. 
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The Poverty Reduction Strategy Approach 
 

At the country level, it is the Poverty Reduction Strategy (PRS) process that must provide 
the framework for donors and governments to deliver both parts of this compact.   We welcome 
the Review of the PRS Approach and the opportunity given for all participants to contribute.  It 
is clear from the Review that the Poverty Strategy process is providing the foundation for a 
fundamentally new approach to policy making, with the emphasis on country ownership, results 
and accountability for delivery to all stakeholders.   
 

The success of PRSPs will depend on both the quality of developing country policies and 
the donor response.  PRSPs provide the foundation for a new donor relationship but, as a group, 
we are not moving fast enough to deliver our side of the bargain.  Our slow response threatens 
the credibility of the whole process.  We must actively seek ways to reduce transaction costs, 
improve the predictability and timing of aid flows and the effectiveness of conditionality.  We 
urge the Bank to show stronger leadership by extending its good practice examples of aligning 
Country Assistance Strategies to PRSPs, and by choosing aid instruments appropriate to meet 
PRS objectives.  We also urge the Bank to work closely with the IMF in reviewing the 
transaction costs associated with all their instruments, with a view to streamlining them.  The 
Bank and Fund could also usefully take on greater lead in monitoring the effectiveness of the 
multiplicity of conditionalities faced by a country from all sources. 
 

But the Review has also made clear that there are weaknesses and risks to the process.  
Some PRSPs have been poor in assessing the causes of poverty and in setting out the sources of 
growth.  The international community, led by the World Bank and the IMF, must step up its 
work to support countries in elaborating policy options and analyzing their poverty impact.  
Work on Poverty and Social Impact Analysis has been slow, but we welcome the Bank and 
Fund’s commitment to strengthen this area and we look forward to a joint review of progress 
before the Annual Meetings.  We also welcome recent work by Bank staff on effective 
approaches to PRSPs in conflict-affected countries.  This is important work in setting the basis 
for post-conflict Heavily Indebted Poor Countries to reach Completion Point and in influencing 
the development of Bank strategies. 
 

Following the most recent fall in commodity prices, it is increasingly clear that such 
shocks present a real risk to the delivery of PRSPs, and the design of effective responses must be 
factored in right from the start. Therefore, we strongly welcome the Bank’s commitment to 
support improved scenario planning in PRSPs.  Continued improvements in public expenditure 
capacity are essential, and we welcome the Bank’s recent efforts to rationalize the tools for 
assessing public expenditure systems, to focus on clear action plans for capacity improvement 
and to share this work with development partners.  But we remain concerned about co-operation 
between the Bank and the Fund in this area and look forward to a report on co-ordination before 
the Annual Meetings. 
 
Harmonization of Policies 
 

Harmonization of donor policies and procedures is essential to reducing heavy 
transactions costs.  The continued imposition of multiple donor delivery mechanisms 
marginalizes and undermines governments’ own systems and weakens the incentives to reform 
and improve the very systems, which are vital for the delivery of services to the poor.  We 
welcome the encouraging signs of progress set out in the report.  However, we need to quicken 
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our pace if the action plan is to be achieved. We urge all partners to implement the principles of 
harmonization as soon as possible, and urge the World Bank to consult with a view to making 
the proposed high-level event in early 2003 one sponsored jointly by the Multilateral 
Development Banks, the UN and the OECD/DAC.  We see this event as focusing on putting into 
practice principles already agreed. 
 

Where necessary, capacity building should be available to support a move to harmonizing 
around developing countries’ own systems.  And we must continue to ensure that harmonization 
initiatives are themselves fully harmonized – including not only those of the bilateral agencies, 
the UN and the Multilateral Development Banks but also of the IMF in areas such as its 
assessments of fiscal transparency. If good practice guidelines are to make a real difference, we 
must ensure the participation of developing countries in their development.   
 

The World Bank and IMF have a vital role to play in providing leadership and promoting 
best practice.  The Bank’s recognition of its ability to participate fully in the Sector Wide 
Approach to development, which has proven more effective than stand-alone projects, is most 
welcome. 
 
Increased participation in the International Financial Institutions (IFIs) 
 

Increased participation and ownership through the PRS process should be matched by 
enabling developing countries to play a more effective role in the governance and policy making 
of the IFIs.  At Monterrey, the international community agreed to do more to build the capacity 
of the poorest countries to influence the decisions on policies and programs that affect the lives 
of their citizens.   The Monterrey Consensus prioritized the identification of ways to do this. We 
urgently encourage the Bank and the Fund to put forward new, innovative and pragmatic ways 
with which to take forward this agenda in time for consideration at the Annual Meetings later 
this year.  We should aim for actions that will bring tangible benefits to those that need it most 
i.e. low-income countries, particularly those in Sub-Saharan Africa. 
 
Low Income Countries Under Stress 
 

While we are agreed on the advantages of providing more resources to countries with 
sound policies and good governance, we cannot abandon the large numbers of poor people who 
live in countries with governments insufficiently committed to poverty reduction.  Our aid 
effectiveness strategy must recognize that commitment to poverty reduction and levels of 
performance are a continuum, with a majority of states somewhere between the best and the 
worst.  They need support, encouragement and incentives to change and improve their 
performance.    
 

The work that World Bank staff is doing on Low Income Countries Under Stress 
(LICUS) is therefore a vital part of promoting aid effectiveness and poverty reduction.  We 
welcome many of the ideas (in the LICUS paper) and encourage the Bank to take its work 
forward in partnership not only with other multilaterals, such as UNDP, but also with the 
bilateral donors who, through the flexibility of their mandates and funding mechanisms, can play 
a complementary role.  The work of the DAC group is of particular relevance.   We should look 
to establish collaborative mechanisms to develop our understanding and to share our ideas with 
countries and development institutions. 
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We recognize the overlap between LICUS and conflict.  Not all LICUS countries are post 
conflict, and not all post conflict countries are LICUS.  Nevertheless, the Bank’s research shows 
that the same factors that place a country most at risk of state breakdown – weak policies, 
institutions and governance – are closely correlated with the risk of internal violent conflict.  
Finding more effective means of tackling these weaknesses and promoting change should be 
core to our conflict prevention and resolution efforts. 
 

Most of the world’s internal violent conflicts are in developing countries.  The irony of 
conflict in Africa is that the countries worst affected by protracted violent conflict are potentially 
the richest.  Helping control the interaction between natural resources and conflict – which 
requires addressing the core governance weaknesses – could help remove a major cause of 
poverty in the continent.   
 
Education for Dynamic Economies  
 

In every country in the world, education is recognized as essential for economic 
development and poverty reduction.  We very much welcome the contribution that the World 
Bank’s paper has made to our understanding of progress towards the Education development 
goals:  highlighting where more effort is needed; setting out some of the characteristics of a 
successful education system; and emphasizing completion rates as the key measure for assessing 
progress towards universal primary education.  It is clear that to succeed we need education 
reforms and further domestic resource mobilization in developing countries, but that we also 
need enhanced and harmonized support from donors which supports country-led processes. 
 

Progress since the World Education Forum in Dakar (2000) has been unacceptably slow.  
The fact that 88 out of 155 countries are at risk of not achieving the Universal Primary Education 
goal highlights this.  The Bank Report should act as a wake up call.  We can draw a clear 
conclusion that Sub-Saharan Africa presents us all with the main challenge and we need to 
address this challenge explicitly.  There is an urgent need to galvanize international action over 
the coming months with far closer cooperation and coordination.  The main policy issues are 
clear and have been agreed.  We call for the Bank to continue the work started by their report and 
the recent Amsterdam conference in conjunction with UNESCO, UNICEF and bilateral donors.  
In the next few months we should expect finalization of an action plan, which all parties have 
signed up to, which takes as its goal the practical implementation of the Dakar commitments and 
the education development goals.  We call for this plan to be discussed and endorsed by both the 
Annual Meetings in 2002 and the High Level Steering Group in Abuja in November 2002.  The 
plan should also give particular attention to the issue of gender equality. 
 

The paper presents strong evidence that donors will need to respond more flexibly and in 
a harmonized manner if UPC goals are to be achieved.  Notably major support will be needed for 
recurrent costs.  We call on all donors, and particularly the Bank in its leadership role, to use 
flexibly the aid instruments at their disposal to ensure that the support they provide can be used 
efficiently by countries to buttress their own sector priorities and plans.  This will be most 
successfully done through programmatic support (including SWAPs and General Budget 
Support) rather than project based instruments. 
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International Development Association Replenishment 
 

Negotiations on the replenishment of the International Development Association (IDA) 
and the African Development Fund have been delayed considerably by a proposal to alter 
fundamentally the nature of these institutions. It is our responsibility to ensure that these 
facilities can provide sufficient and appropriate assistance to their borrowers, both now and in 
the future.  We must maintain IDA’s effectiveness and not threaten its future financial 
sustainability.  We must not unravel the progress made through the PRS process to reinforce the 
accountability of borrowers and set performance benchmarks against their national PRS plans. 
 
Heavily Indebted Poor Countries Debt Initiative (HIPC) 
 

Debt relief remains a central plank of poverty reduction programs. It is therefore of deep 
concern that the report on the status of implementation of the Heavily Indebted Poor Countries 
(HIPC) Initiative shows that, of those HIPCs that have qualified for relief so far, up to half could 
be left with unsustainable debt burdens, even after receiving full HIPC relief.  This underlines 
the urgent need for additional relief at or before Completion Point.  We have agreed in our 
previous communiqués that relief could be provided in ‘exceptional’ circumstances.  However, 
the latest figures show that the problem is far from exceptional.  The main cause is lower than 
anticipated export and GDP growth, most commonly linked to falls in commodity prices, which 
were not taken into account in the analyses made at Decision Point.  We must now address the 
problem facing HIPC countries in a systematic way.  Where a country has demonstrated its 
commitment to poverty reduction and sound economic management by meeting the Completion 
Point criteria, it must not be left with debts above the threshold.  Without this additional relief, 
the HIPC Initiative will fail to deliver its goal of debt sustainability. 
 

Non-participation by some creditors remains a threat to the success of the HIPC 
Initiative.  We welcome the measures that Bank and Fund staff are proposing to address the 
problem - in particular, the publication of regular information on non-Paris Club creditors and 
the reasons for any non-participation.  This will allow the rest of the international community to 
help HIPC countries to secure this relief.  We strongly urge the Bank and Fund to make this 
information available on their external websites, and to ensure that it covers also major 
commercial creditors. 
 

We welcome the work that Bank and Fund staffs have done to identify which other IDA-
only countries should be considered for debt relief under the HIPC Initiative.  There has always 
been an open list, and all IDA-only countries with unsustainable debt burdens should be 
considered.  We hope that this work will be continued and carried forward, so that those 
countries that are identified as needing relief can be encouraged to start the HIPC process. 
 
Money Laundering and the Financing of Terrorism 
 

The steps being taken by the Bank and the Fund to address the urgent issues of money 
laundering and the financing of terrorism are important. Today, it is clear that money laundering 
not only undermines financial and economic systems, it is a powerful agent of destabilization in 
other ways also.   
 

A global framework for action against money laundering is emerging.  We applaud this 
development.  It offers a real prospect for coordinating technical assistance aimed at tackling 
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money laundering and directing it to poor countries, which are often vulnerable and weak links 
in the chain.  Collaboration by donor and lending agencies with a range of organizations offering 
specialist expertise will be vital, and we look forward to the outcome of the coordinating meeting 
being held here in Washington this week. 
 
Conclusion 
 

In the past, progress towards many of our established goals has fallen short of the 
standards that social, economic and moral values demand.  We must seize the opportunity that 
Financing for Development has provided and build on it.   
 

No country which is genuinely committed to economic development, poverty reduction 
and good governance should be denied the chance to achieve progress in education, health and 
the other Millennium Development Goals through lack of finance. We now have: a clear 
framework for global action in the Millennium Development Goals; increased ODA pledges 
from Monterrey; and clear lessons on how to secure development effectiveness.  We must now 
focus on implementation and sustained progress towards meeting the Development Goal. 
 
 
Statement by Mr. Yashwant Sinha, Minister of Finance (India) 
 

For the first time in the history of humankind, if there is collective international will, the 
goal of putting an end to absolute poverty appears to be within our grasp. The tools that science 
and technology have placed at our disposal make the achievement of this hitherto unattainable 
goal easier. Global wealth and prosperity are at an unprecedented peak. All that is required is an 
action program to which there is firm commitment of all nations. 
 
Prevention and Resolution of International Financial Crises 
 

The development experience of the past half-decade has conclusively demonstrated the 
imperative of crisis prevention. While a certain amount of volatility in growth rates is inevitable 
in a market system, the sudden, and in many cases, irrational reversals of investor confidence and 
private capital flows has had devastating effects on the poor. The international community has an 
obligation to put in place mechanisms to address this critical issue. Further, if even after all 
efforts, a crisis does hit an economy, we must have effective mechanisms for the quick, orderly 
and effective resolution of the problem. 
 

The two factors that developing countries are particularly vulnerable to are international 
capital flows and the excessive volatility of oil prices. The world economy seems to have pulled 
back from the precipice of recession. However, emerging economies will be particularly hard-hit 
by a sharp spike in energy prices. While developing countries require building up their capacity 
in risk management, there is also a need to strengthen global institutional arrangements to put in 
place a stable price mechanism.  This would protect the interests of both oil exporters and 
importers. 
 
Resources for Development Priorities 
 

The thrust areas in most developing countries are education, health, housing, irrigation 
and infrastructure. The financing for development will play a crucial role in the elimination of 
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global poverty. Monterrey has pushed international development assistance and partnership back 
on center-stage. It has clearly established a new consensus on the mutually- supportive roles that 
the different actors must play. These are important achievements and we must build on them.  
 
From Volatility to Sustainability 
 

We must increase the transfer of real resources to developing countries. While we 
welcome the recent additional commitments made by the EU, US and Canada, this clearly falls 
well short of the required  US$50 billion additionality estimated by the High Level Panel. We 
hope that enhanced ODA flows are increasingly channeled through multilateral rather than 
bilateral channels. It is disturbing to note that official aid flows declined by 3.4 percent in 2001. 
The sharp fall in IBRD lending commitments from  US$22.2 billion in 1999 to  US$10.5 in 2001 
has to be reversed.  We hope that IDA Deputies will quickly agree on a substantially enhanced 
IDA 13 Replenishment. This will be crucial in achieving the Millennium Development Goals.  
 

We note with great concern the reduced private capital flows to developing countries. 
Commercial bank lending to developing countries in 2001 dropped to 75 percent of the 2000 
figure. International equity placements by developing countries fell by 72 percent in 2001. 
Foreign Direct Investment (FDI) flows to developing countries remain highly uneven. The shares 
of global FDI flows to developing countries were cut by half by the East Asian crisis of 1997. 
While this increasingly heightens the requirement for emerging markets to develop and nurture 
an environment conducive to private investment, concerted international effort is required for 
putting into place an appropriate Private Sector Involvement (PSI) framework. There is also a 
requirement to build up synergistic public private partnerships for the financing for development. 
These steps should ultimately lead to a sound and sustainable international financial architecture. 
 
Development Effectiveness 
  

The experience of the last half-century of development has shown us that there is no 
fixed set of policies and institutions that will guarantee results.  Each country has its own unique 
set of circumstances and problems that it must deal with. While the international community can 
help in facilitating solutions, development partners must avoid the tendency to be prescriptive.  
In this regard, we welcome the recent review of the PRSP approach. PRSPs are to be recognized 
as a means to an end. We believe valuable lessons have emerged that will strengthen country 
ownership and capacity for effective poverty reduction. 
 

The primacy of democratically elected institutions in the development process at all 
levels of government needs to be respected. While the participation of civil society in the 
development process is very important this should be done in partnership with representative 
institutions. This will lead to increased accountability, transparency, credibility and ownership. 
We must avoid creating parallel structures that bypass representative institutions. This reduces 
their credibility. The resulting distortions have undesirable economic and social costs.   
 
Capacity Building 
 

The process of country ownership would be greatly strengthened if more resources were 
put into capacity building.  The World Bank needs to strengthen the capacity within developing 
countries themselves to undertake such analytical work.  This may be more time-consuming but 
would probably be much more productive.  Many developing countries have already developed 
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significant capacity to undertake research and analytical work.  The Bank should use these 
institutions and the expertise available in a more extensive manner.  This would help not only in 
appreciating local situations better, but also in realistic projections of the needs and priorities of 
developing countries.  The World Bank’s funding of the CGIAR initiative is an indicator of how 
effective this can be.  Not only has it led to an increase in the scale and spread of the “green 
revolution”, it has strengthened capacities in developing countries leading to sustained poverty 
reduction. 
 
Harmonization 
 

Harmonization is linked to the issue of capacity building and development effectiveness.  
We need to look at harmonization from the point of view of reducing transaction costs and time.  
Common procurement, accounting, social and environmental assessment procedures would be in 
the interest of both donors and recipients.  Developing countries gain from the adoption of more 
efficient procedures.  However, we would like clarity in the way the process plays out at the 
country level.  Harmonization between donors should not deprive recipient countries the choice 
of policies and instruments.  National priorities must lay down the framework not only for 
development strategies, but also in deciding the nature, extent and location of collaboration with 
development partners.  This would strengthen the principle of ‘selectivity’ that development 
institutions including the World Bank are increasingly utilizing in their choice of interventions. 
 
Market access 
 

The Bank’s analytical work on trade should help improve the prospects of the successful 
implementation of the Doha Development Agenda.  Industrialized countries form 80 percent of 
the market for goods produced by developing countries. The denial of market access and the 
continuance of high protection in labor-intensive sectors by developed countries has to be 
reversed. These are the areas in which poor countries have the greatest comparative advantage 
and which have the greatest potential for poverty reduction e.g. agriculture and labor-intensive 
manufactures like textiles and clothing.   
 

It is not just tariffs and quotas that come in the way of such access. The high degree of 
agricultural subsidies in rich countries (more than a billion dollars a day) dwarf ODA flows six 
times over. These are huge impediments to improving the prospects of poverty reduction.  
Increased recourse to anti-dumping and safeguard measures are hardly conducive to trade 
liberalization. Therefore, while the developing countries, particularly those with diversified 
economies are facing the pain of opening up, tangible measures are required to be taken by the 
developed countries to strengthen the incentives for these efforts. 
 
Performance-Based Allocations 
 

Recent trends in higher allocation of aid and concessional finance to those who use them 
better are a welcome development. This positively impacts on development effectiveness and 
also sends the right signal to developing countries. We need to continue the focus of lending on 
good performers and make sure that resources flow to the poor. Poor people, irrespective of 
where they are, must be at the center of the Bank’s financing.  
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Education for Dynamic Economies 
 

One hundred and twenty-five million children all over the world are today not enrolled in 
primary school. Two-thirds of them are girls - that is one in five children are out of school. Many 
more drop out of school before learning how to read, write, or do simple sums. They will join the 
ranks of nearly one billion illiterate adults in the world. In a rapidly globalizing world, the costs 
of excluding so many from the economic and political opportunities associated with education 
are rising sharply, and threaten growing instability.  

India has made substantial progress in elementary education in the past decade. Free and 
compulsory education to all children up to the age fourteen is now a constitutionally guaranteed 
fundamental right. Literacy has recorded an impressive jump of 13 percentage points from 52 in 
1991 to 65 in 2001. The increase of literacy rates among males and females are 11 and 14 
percentage points respectively. It is heartening to observe that the gap in males and females 
literacy rates has decreased from 28.84 percent in 1991 to 21.70 percent in 2001. For the first 
time since independence the absolute number of illiterates have shown a decline, by about 32 
million during 1991-2001. This fall among males was 21.45 million and 10.51 million among 
females. In the last budget we have increased the outlay for primary education by about 30 
percent ( US$1 billion). 

The Millennium Development Goals and subsequent deliberations have set before us 
very specific benchmarks towards achieving Education for All. We commend the increased 
focus on gender and completion rates. We must look at the long-term sustainability of quality 
education.   The Bank’s work with countries at national and sub-national levels in stabilizing the 
macroeconomic situation through structural adjustment operations and its work on Public 
Expenditure Reviews will play an important role in increasing domestic resource availability for 
education, and in its improved utilization. At the same time, donors should step up their 
assistance in line with improved policy environments to budget the resource gap.  
 
HIPC 
 

We are happy to note that as many as 26 countries are now benefiting from the Enhanced 
Heavily Indebted Poor Countries (HIPC) Initiative.  A broad consensus is rapidly evolving 
around the various issues concerning this innovative instrument of poverty reduction.   
 

The experience from the implementation of the Initiative are, however, not uniform.  
Fewer countries than expected reached their decision point and fewer still, their completion 
point.  The external debt sustainability outlook of many countries has worsened even as the 
process of delivering relief under the Initiative is on going.   The sharp decline in prices of 
commodity exports has often belied debt sustainability projections.  The net effect of relief 
already delivered on poverty reducing social-sector spending is also far from clear.  Faster 
delivery of debt relief remains a continuing concern.     
 

Several HIPCs have experienced difficulties in effectively utilizing the resources released 
under the Initiative.  We appreciate that a broad agreement has been reached on the need for 
greater flexibility in cases where debt sustainability has been seriously impaired by unforeseen 
exogenous factors.  We would advocate greater flexibility in respect of post-conflict countries, 
countries with large displaced populations and such other cases of hardship.  We would also 
strongly urge continuous and close monitoring of debt statistics, even after countries have 
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attained their completion point, to ensure that they do not slide back into unsustainable debt.  
Public expenditure review in HIPCs will have to focus more sharply on tracking core poverty-
reducing expenditure to adjudge the effectiveness and development impact of the Initiative.  It is 
also very important that HIPC relief remains an additionality and is not offset by reduction in 
other aid flows.   
 

I am pleased to announce that India has decided to participate in the HIPC initiative. We 
have decided to cancel the bilateral debt owed to us by HIPCs. We will also extend all possible 
assistance to facilitate a dialogue between commercial creditors and the HIPC countries. 
 
Anti Money Laundering Action Plan and Fighting Terrorist Financing  
 

We appreciate that the Bank and the Fund have pooled their resources towards the task of 
combating money laundering and financing of terrorism in furtherance of the mandate given by 
this Committee in its last meeting.   We commend the efforts of the Bank to develop a 
methodology, jointly with the Fund.  We should initiate cooperative action at the global level.  
Given its mandate and core competencies, the Bank can utilize its expertise in the area of 
diagnostic and capacity building work to equip national governments with the knowledge and 
capacity to combat those who threaten the integrity of financial systems and security of nations.   
 

We welcome the proposal to accelerate Offshore Financial Center assessments and to 
incorporate safeguards against money laundering and terrorism financing in Financial Sector 
Assessment Programs (FSAPs).  We do not, however, agree with the proposal to introduce anti-
money laundering and combating financing of terrorism into CASs and the PRSPs as this has the 
danger of diverting attention from the core objective of poverty reduction.  Further, since there 
are no CASs or PRSPs for non-borrowing countries, these processes are of no help vis-à-vis the 
world’s largest financial markets where trillions of dollars worth of transfers of funds take place 
each day and which are becoming increasingly vulnerable to abuse.  We fully agree with the 
Bank’s position that issues relating to enforcement and implementation of national legislation are 
clearly beyond the Bank’s mandate.   
 
Allocation of the Bank’s Income 
 

The Bank clearly does not have the resources to do all that we want it to do. It should, 
therefore, concentrate on interventions that have the maximum value addition. The Bank’s 
country strategies must be directed at those sectors that have the greatest potential for poverty 
reduction and institutional development. Mechanisms need to be developed to lower the overall 
borrowing costs. In this regard, innovative financing mechanisms that combine loans and credits 
from multilaterals with grants from bilateral donors to reduce the overall cost to borrowers are a 
step in the right direction.  
 

There is a need for some rethinking on the transfers from the Bank’s net income to 
initiatives like HIPC and IDA. These initiatives, while clearly welcome in themselves, should be 
funded on a transparent and additional basis. IBRD’s net income should be used to reduce its 
borrowing costs. 
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Restoring the Bank’s Capital Adequacy 
 

As a result of the increased integration of financial markets, business cycles will be 
increasingly globally synchronized. This is a good time to consider the issue of the Bank’s ability 
to play a significant counter cyclical role.  The Bank does not have sufficient reserves to support 
lending if two or three of its largest borrowers go into default? This failure to meet its own 
capital adequacy stress test raises considerable disquiet and needs the attention of shareholders. 
In the aftermath of the Asian crisis, this issue was studied in depth but was not followed-up. The 
Bank’s Equity to Loans ratio remains under pre-1997 levels in 2002. Shareholders must take 
action to restore the Bank’s risk-bearing capacity. The Bank is a development cooperative. All 
members of this cooperative should contribute to shoring up its capital base. 
 
Conclusion 
 

The international development community must resolutely focus on the prevention of 
international financial crises and the quick and effective resolution of crises when they hit a 
country. Adequate resources for the financing for development, in particular, for education, 
health, housing, irrigation and infrastructure should be ensured. Developed economies must 
ensure market access to the exports of developing countries. They should also ensure reduction 
and eventual elimination of unsustainable agricultural subsidies. Multilateral and bilateral 
partners must also focus their attention on capacity building in less developed countries, to 
enable them to make effective use of enhanced resources for development and increased market 
access. Finally, the international community must unite in combating the financing of terrorism. 
 

The Development Committee is the forum that can review and carry forward the 
development compact that was arrived at Monterrey. This compact has shown us that developed 
and developing countries can come to a broad agreement on how to move ahead with the 
essential task of poverty reduction. The Bank must continue to work with developing countries 
as we go about improving our policy environments, governance institutions and investing in 
empowering our people. 
 
 
Statement by Mr. Varathep Ratanakorn, Deputy Minister of Finance (Thailand)18 
 
Development Effectiveness, Partnership and Challenges for the Future 
 
 The mission of poverty reduction can only be achieved if countries are committed to 
employing the available resources effectively to generate maximum growth, and ensuring that 
the benefits of growth are shared as widely as possible.  This means that investment theories that 
look at resource increase alone will not be sufficient and it must be supplemented by proper 
governance to ensure efficient employment of those resources in beneficial activities that 
generate growth, create employment and higher income to bring about reduction in poverty.   
 

                                                 
18  Representing Brunei Darussalam, Fiji, Indonesia, Lao PDR, Malaysia, Myanmar, Nepal, Singapore, 

Thailand, Tonga and Vietnam. 
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The efficacy of resource application to achieve development outcomes will hinge on the 
strong commitment from inside by the government and the people, and assisted from outside 
through, among others, capital injection, technology infusion and opening of markets in 
developed countries for products from developing countries.  This calls for partnership in the 
broader sense between developed and developing countries to ensure the effectiveness of 
development assistance.  Operationalizing this partnership remains the key challenge towards the 
actual implementation of our commitments in Doha, last year and in Monterrey, last month and 
the coming summit on sustainable development in Johannesburg, in August 2002. 

 
The effective development strategies also require, among others, complementary roles of 

the government and the private sector across a broad range of policies and actions.  While there 
is no standard formula on the optimal public-private mix in the economy, there is a recognition 
that governments need to pave the way for private initiatives and enterprises as the engine of 
growth by providing a predictable and attractive climate for enterprises to flourish — political 
stability, legal framework, policies, infrastructure, investment incentives.    The private sector 
can then play its part by efficiently producing and providing the output and services needed by 
society.    

 
We welcome the progress report on the poverty reduction strategy papers (PRSP) after 

three years of its implementation and we especially note the critical importance of its country-
driven nature and the complementary roles of ownership and cooperation among governments 
and the people, for the success of their poverty reduction strategies.  We are more pleased to 
know that the international community has responded positively to the PRSP approach and that 
bilateral donors and other multilateral institutions, including the UN system are already working 
to align their assistance with national poverty reduction strategies.  We, however, share the 
concern with regard to the capacity constrains facing low-income countries in developing and 
implementing the PRSPs.  Both the Bank and countries concerned will need to give attention to 
capacity building not only to formulate a comprehensive reform strategy, but more importantly 
to ensure that the policy reforms and commitments are realistic and can be implemented.   
 

Official Development Assistance (ODA).  We are indeed encouraged by the decision of 
the EU to boost its ODA to 0.39 percent of GNP by 2006 and the US by  US$5 billion within 
three years, hinge on sound government policies and demonstrated effectiveness by recipient 
countries.  However, while the Monterrey Consensus itself does not preclude constructive 
engagement with poor countries with poor policy, it does not address poor countries that the 
global community fails to engage on non-economic/social grounds.   We call on the Bank to re-
establish engagement with one of our constituency’s member, Myanmar, which for nearly two 
decades have been excluded from all Bank’s programs.  Notwithstanding the need for political 
reform, it is crucial for the Bank to stay engage at least in knowledge services, if not, to reinstate 
its assistance program to pave the way for economic development in Myanmar. We are 
persuaded that the best path for advancing economic development and reduce poverty is for the 
Bank to intensify and broaden its engagement with its member countries and not to distance 
itself.   

 
Market access.   The progress on development assistance alone is not sufficient to 

promote economic growth and reduce poverty.   Much of the output generated from development 
assistance has also been undermined by distortion in the international trading system.  
Developing countries’ exports often faced tariffs, quotas and competition from subsidized output 
of developed countries. The recent Bank’s estimate of  US$350 billion a year spent on 
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agricultural subsidies is seven times greater than the amount of development assistance extended 
to developing countries.  We welcome the EU’s Everything but Arms initiative as an important 
first step towards greater opening of market for products from developing countries.  

  
Education for All (EFA) 
 

Education remains the crucial means of escape from poverty.  It is also the key to 
unlocking other development goals.  We welcome the opportunity to reaffirm the vision of the 
World Declaration on Education for All adopted in Jomtien, in 1990 and the framework of 
actions agreed at the World Education Forum in Dakar, in 2000.  The risk of not achieving EFA 
goals is much more serious now.  Whereas last fall we were told that 32 countries were at risk on 
the basis of enrollment rates, broadening the definition of EFA by using completion rates raises 
the number to 88 countries.  Our greatest concern, however, is for the 29 countries that will not 
be reached to assist them to achieve the EFA goals due to insufficient resource.  It is our strong 
view that these countries deserve immediate attention, lest we forgo a generation of young 
people with no education in this race against time.  If all our children are to be completing a 
quality primary education of six years by 2015, we have to ensure that all of them are in schools 
by 2009.  

 
The task clearly needs attention both at the national and international level.  At the 

national level, EFA agenda should constitute an important part of the national planning process 
and be streamlined into national budget.  The thrust of the national EFA should be on increasing 
accessibility, strengthening the delivery system and improving the quality of education.  Efforts 
should also be undertaken to close the performance gap between rural and urban schools through 
the upgrading of teaching and learning facilities and placement of more trained teachers in rural 
schools.  Teachers are the most important link in education and the national EFA agenda on 
teachers should ensure that teaching profession remains attractive, that their wages are 
comparable to other public servants and that appropriate incentives be introduced to attract 
quality teachers to serve in the rural and remote areas. 

 
We also note that some 35 countries are unlikely to meet the goal of eliminating gender 

disparities.  Closing the educational gender gap by expanding educational opportunities for 
women is economically desirable for many reasons — greater labor force participation, effective 
prevention against HIV/AIDS, and greatly improved child health and nutrition.   While the focus 
should be on countries where gender disparity continues to depress enrollment rates among girls, 
we should also be concerned that in a number of countries, boys are taken out of schools early to 
contribute to family income, leaving girls to pursue higher level of education.  
  
Heavily Indebted Poor Countries (HIPC) 
 

We are pleased to note that 26 countries are qualified for debt relief packages under the 
enhanced HIPC initiative. In our view, the initiative, in its present form focuses on trying to 
solve the country’s unsustainable debt level, but insufficient attention is given to the broader task 
of generating growth for reducing poverty. Meeting the completion-point triggers is key to 
secure funds for financing poverty reduction strategy. This, however, will involve huge efforts, 
starting from implementing sound macroeconomic management, enhancing public finance and 
civil service reforms, designing better trade policy, expediting privatization program, and 
formulating the poverty reduction strategy itself.  These are all not easy tasks for the poorest of 
HIPCs and need more than just debt relief to overcome the problems they encountered.  It will 
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need us to recognize that HIPCs at different levels of poverty merit specialized help in the areas 
of policy formulation, effective implementation, and overall financing, besides debt relief. 
Otherwise, they will not fulfill the triggers relying on their existing capacity and consequently 
the longer will the final debt relief be materialized.  

Going forward, three crucial issues in the HIPC framework need attention.  First, in 
determining the magnitude of the debt relief, the debt sustainability analysis must consider the 
poverty level in the HIPCs as the starting point in determining the financing requirement for 
poverty reduction programs. It should take into account the HIPCs’ revenue-generating capacity 
at the time, so that, on top of the debt service payment being spared, there are sufficient funds in 
the HIPCs’ budget to finance their poverty reduction programs.  Second, before their revenue-
generating system can function effectively, the HIPCs will still need a flow of external funds, to 
help them finance implementation of policy reforms to accomplish the triggers for completion 
points.  We support the view that this funding assistance should be highly concessional.  Third, 
the amount of debt relief at the completion point should be adequately provided and delivered in 
a timely manner, in order to ensure the continuity of the HIPCs’ poverty reduction programs. 
However, we are equally concerned that some countries that had reached completion point are 
now faced with the non-delivery of debt relief from some non-Paris Club official and 
commercial creditors.   

We are also pleased to note that the Guidelines for Public Debt Management, published 
in 2001, stay relevant to all member countries, including the HIPCs.  The precondition of sound 
macroeconomic policies for effecting prudent management of debt is relevant to all member 
countries irrespective of their stage of economic development.  We would also like to reiterate 
the need to incorporate in debt management a clear delineation of accountability of powers 
among finance authorities, control of off-budget expenditure in state-owned enterprises, plans for 
their privatization to lessen budgetary pressures, but at the same time cautious of contingent 
liabilities that may arise from failed privatized projects of national importance that can no longer 
sustain operations under a recession environment. 
 
Anti-Money Laundering and Combating Financing of Terrorism 

Anti-money laundering and combating financing of terrorism (AML/CFT) have come 
into prominence, calling for stronger cooperation, partnership and harmonization among 
financial authorities and institutions in developed and developing countries.  Given its 
transnational nature and the crosscutting agenda, AML/CFT remains one of the most challenging 
governance-related issues, domestically and internationally.  Global efforts in combating 
financial crime require a cooperative approach involving many partners and we agree that the 
Bank’s involvement in AML/CFT will be in close collaboration with the IMF, international 
standards setting agencies, regional AML task force, the UN and others.  All these, however, 
must continue to be anchored in the Bank’s development mandate and focus on helping countries 
strengthen their financial system against financial abuse without being responsible for 
enforcement itself.  Bank’s role should be to provide enhanced support for capacity building in 
the areas of financial governance and legal foundations.  Particular attention should also be given 
to assist certain small economies that have been providing offshore financial operations to 
overcome the possibility of less number of clients and revenues, and increased operating cost as 
a consequence of tighter offshore financial standards of operation.   
 



 - 118 - 

 

Conclusion 
 

The Development Committee meeting this spring builds on what Monterrey had 
reaffirmed, that the basis of development will be a renewed partnership between developed and 
developing countries to achieve the Millennium Development Goals, with each side accepting 
mutual responsibility and accountability for effectiveness of implementation, adequacy of 
financing and achievement of outcomes.  The partnership is firmly grounded on realism, mutual 
respect and a shared determination to expand our economies and to provide greater opportunities 
for our people.  Let’s hope that this partnership will be renewed again today and in August, when 
we meet again at the World Summit for Sustainable Development (WSSD) in Johannesburg. 
 
 
Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic 
Cooperation and Development (Germany) 
 
Development Effectiveness, Partnership and Challenges for the Future 

 
The last two major international conferences – the Millennium Assembly of the United 

Nations and the International Conference on Financing for Development, which concluded just 
recently - pointed out the challenges to be tackled by the international community in the interests 
of a safer, more peaceful and more just world order. Poverty reduction, active efforts to shape the 
process of globalization and the preservation of peace can only be achieved by means of a true 
partnership based on shared responsibility. With the conferences in Monterrey and 
Johannesburg, we are offered this year with a unique opportunity to lay the foundations of a 
more just world order. The opportunity must be seized.  

 
There is now international commitment to the development goals and a growing 

international consensus on the need for a substantial increase in ODA. Monterrey marked an 
important turning point, with the EU countries' commitment to raise ODA to an average of 0.39 
percent by 2006 and the USA's announcement of an increase in its ODA.  

 
While increased ODA is a vitally important factor in reducing poverty and achieving the 

international development goals, it cannot, on its own, guarantee that the goals will actually be 
achieved. Undoubtedly, development co-operation has had a number of measurable successes, 
and the reforms of recent years have enhanced efficiency greatly. There is now a consensus that 
poverty reduction is our foremost goal and there is agreement on the importance of country 
ownership and good governance in the development process. We have cast off the traditional 
definition of poverty, which focused purely on income, and now look at poverty as a complex 
economic, social and political phenomenon. If efforts to reduce poverty are to be successful, they 
must be holistic, incorporating the dimensions of empowerment, opportunity and security in 
equal measure. We have established, in the PRSP, a mechanism that respects these principles and 
increasingly allows the development process to be supported rather than dominated. Donors 
cannot initiate development but merely support it.  

 
Now we must carry out the reforms that we have begun to their logical conclusion. This 

means relentlessly exposing the failings of the past and drawing the right lessons from the 
experience gained. In doing so, we must leave traditional approaches behind - rolling back the 
state and increasing privatization cannot solve development problems. In many areas, the state, 
and its institutions and legal provisions, need to be strengthened. We are seeing states failing for 
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a multitude of reasons. Yet where the state's monopoly on the use of force is being eroded 
through the "privatization" of violence, there is a great danger that the world will be confronted 
with violent excesses and acts of terrorism.  

 
There is broad consensus that successful poverty reduction and development is founded 

both on the creation of a good investment climate but also on empowering and investing in poor 
people. In this regard, it is crucial to find solutions that fit each individual country. 

 
I believe we should be guided by four lessons learned: 
 
Many developing countries are in a state of extreme political, economic and social 

uncertainty: they are lacking the rule of law, rules-based administration, macroeconomic stability 
and a stable external framework. Failings in these areas will have an adverse impact on decisions 
on investments and how they will be funded. It is vital that uncertainties in these areas be 
reduced in order to mobilize local resources. One example in this context is capital flight, which 
stems mainly from a lack of confidence in political and economic stability. Arbitrary decisions 
and a lack of transparency in the legal framework can also prevent existing resources from being 
used in a productive way. The informal sector and the subsistence economy therefore offer no 
advantages to the poor but merely represent an attempt on their part to get by despite the 
shortcomings of the legal and institutional environment.  

 
Institution building must become the central focus of development co-operation. 

Strengthening institutions must be at the heart of national development strategies.  Liberalization 
and privatization are not ends in themselves: they must be components of a coherent 
development strategy. Institutions are the tools used at various levels of society to ensure that 
political and economic activities abide by certain rules. Strong and efficient institutions reduce 
uncertainty. Setting rules is the task of policy-makers, and a legitimate set of rules can only be 
established with the broad participation of the public. Creating an institutional and regulatory 
framework is therefore a political process. The PRSP initiative takes account of this: it is the 
broad participation of civil society that makes the qualitative difference compared with 
traditional approaches to development. 

 
Institution building is, due to its political nature, a lengthy process. It is now generally 

accepted that institutional reforms were, in the past, neglected in favor of reforms that could be 
rapidly implemented. In the past, therefore, the privatization and liberalization of the economic 
process, focusing for example on financial markets, was often rushed through even though the 
required institutions were not in place. This increased the vulnerability of these countries, 
heightened uncertainty and had a negative impact on the investment climate. It should also be 
borne in mind that a country cannot implement all reforms at once. The pace of institutional 
development must therefore set the pace for the reform process as a whole.  

 
The task of international co-operation is to secure a stable environment for the 

developing countries. It is not only at national level that efficient and stable institutions are 
required in order to improve the investment climate in the developing countries. At an 
international level, too, institutions and rules must be established that shield the developing 
countries from external shocks and enable them to mobilize their internal resources for 
development. Here, I would like to note four points in particular: 
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The indebtedness of many developing countries makes them extremely vulnerable to 
external shocks and is detrimental to the investment climate. The HIPC initiative must therefore 
be systematically implemented and the legal questions in cases of de facto insolvency have to be 
resolved. 

Developing countries must be given the opportunity to diversify their exports and become 
less dependent on the export of just a few primary commodities. That is why it is so important 
that in the industrial countries agricultural subsidies and import tariffs on manufactures are 
further reduced.  

 
The financial crises of recent years have shown how vulnerable the developing countries 

are to short-term financial transactions. The international community must continue to look 
closely at this issue. The IMF and World Bank must examine ways of helping the countries 
concerned to better regulate short-term flows of capital; none of the possible options should be 
rejected from the outset.  

 
Development co-operation must focus increasingly on providing global public goods. It is 

in everybody's interest that these goods are in sufficient supply. Developing countries are 
particularly affected, for example by infectious diseases such as HIV/AIDS, which pose a threat 
to large sections of the population, or by economic crises caused or aggravated by the 
interdependence of the financial markets. Development co-operation must come up with 
innovative solutions in this area. In this context, the question of financing global public goods, 
including the need for innovative financing instruments, must also be addressed. 

 
The answer to global insecurity is not to take a unilateral approach to security. The only 

way of guaranteeing common security is to take coordinated action within international bodies. 
This means, among other things, strengthening the voice of developing countries in the 
international institutions. Our aim must be to integrate as many countries and as many people as 
possible into a global system of shared security and prosperity. 

 
The macroeconomic risks of financial co-operation should not be underestimated. There 

is clear evidence of these risks: an increase in external debt, appreciation of the national 
currency, more rapid inflation and rising interest rates.  External financial assistance must not 
crowd out the mobilization of national resources and the country's own revenue-earning efforts. 
It is, for example, a matter for concern when external capital flows lead to an appreciation in the 
national currency, thus making the economy less competitive and causing export revenue to 
drop. The Fund, and the Bank as well, must undertake an intensive analysis of these risks.  

 
The Bank should, in general, devote greater attention to embedding its measures, i.e. the 

management of its lending and non-lending activities, in an analytical framework enhancing 
development effectiveness. The Bank itself has noted that "additional resources for analysis are 
associated with lower rates of project failure". I believe analysis of the aforementioned 
macroeconomic risks should be given top priority. It would be generally helpful if the Bank were 
to present very soon its strategy on strengthening its "Economic and Sector Work" and on 
strengthening capacity-building measures, including improved methods of impact analysis. In the 
future, greater attention must be paid to the impact of development co-operation on the social 
structures. Such analysis should include unintentional impacts that may possibly aggravate 
existing conflicts. Development co-operation must also be designed in such a way as to play an 
active part in conflict prevention. 
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Action plan on "Education for All" (EfA) 
 
When we think of the two pillars of a viable development process – "creating a good 

investment climate and empowering and investing in poor people" – it becomes obvious that 
increased efforts must be made in education.  We therefore welcome the DC paper, which sets 
out a concrete framework for national and international efforts to achieve the goal of "Education 
for All" in 2015. We particularly welcome the fact that an outcome indicator, “Completion 
Rate”, has been chosen for measuring progress in education; unlike the input-based indicators 
commonly used. Such an approach focuses on the capabilities that have been developed and on 
the results that efforts in the field of education have accomplished. Investment in education is 
only successful if it enhances people's competencies.  The mere transfer of knowledge and skills 
does not generate these competencies; they are also dependent on opportunities that society 
offers people to use them productively. 

 
It is worrying that 59 countries are not on track to achieve the education goals and that a 

further 20 countries – most in sub-Saharan Africa – are seriously off track. The reasons for this 
are doubtless manifold.  The most important ones mentioned in the DC paper, however, are weak 
political and institutional frameworks ("governance"), the problem of HIV/AIDS and prevailing 
conflicts. It has also emerged that, even where income levels are the same, education outcomes 
can differ widely.  This gives an indication as to where improvements can be made but at the 
same time is clear evidence that education problems cannot be solved by intervention in the 
education sector alone.  

 
Ultimately, only a coherent poverty reduction strategy can effectively address the many 

interdependent factors that influence education outcomes.  A global action plan is to be 
welcomed as an expression of our commitment to investing in human development and a means 
of reviewing progress. It will, however, only be successful if the measures specific to each 
country grow out of the PRSP process. Experience of PRSPs to date has shown that most 
countries are indeed giving priority to investments in key areas of human development, 
particularly education and health.  This prioritization must be backed by coherent sectoral 
implementation strategies to which the donors can contribute.  

 
We support the proposed development compact for education, which would define our 

joint efforts and act as a guideline for national and international interventions. A great deal of 
work needs to be done, however, before we can arrive at a results-oriented and workable plan. 
One thing still lacking is a strategy for integrating the EfA plans developed in Dakar into the 
partner countries' PRSPs, and many countries have no workable sectoral implementation 
strategies. 

 
We are prepared to make a substantial increase in our bilateral contributions towards the 

funding of coherent EfA action plans over the next five years. As a first step, we will select at 
least two of the countries selected for fast tracking and become strongly involved there – through 
policy dialogue with the partner, by providing technical assistance in the formulation of coherent 
strategies and also through funding, preferably in the form of basket financing.  

 
HIPC Initiative 

 
We welcome the progress made on implementing the HIPC initiative, with 26 countries 

having reached decision point, of which five have now also reached completion point. It is to be 
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hoped that a number of other countries will also reach completion point within the near future. 
Any acceleration of the process should not, however, be at the expense of the sound drafting and 
implementation of poverty reduction strategies.  

 
We note with concern the deficiencies in the granting of debt cancellations by non-Paris 

Club bilateral donors and commercial creditors. I, therefore, call on these creditors to honor their 
commitment and make their contribution. I would like to remind you that all bilateral creditors, 
including those who are not members of the Paris Club, committed themselves within this forum 
in 1999 to the concept of an enhanced HIPC initiative.  

 
We are aware that the further implementation of the HIPC initiative will also require 

further funding. In this regard, I would like to ask IDA, as administrator of the Trust Fund, to 
inform us in due time of the exact amount of funding required to finance the debt relief of the 
other countries that can realistically be expected to reach Decision Point. 

 
We are very concerned about the findings of the study about long-term debt 

sustainability. According to the findings, there are doubts whether debt sustainability can be 
maintained in around half of the countries concerned unless further measures are taken. The idea 
of a completion–point re-examination of the volume of debt relief is therefore the right approach 
and should be used systematically. But this is not enough. As the examples of Bolivia and 
Uganda have shown, developments can take an adverse turn even after completion point. The 
lessons learned about debt sustainability and debt management highlight the need to monitor 
debt volumes by means of debt sustainability analyses and to monitor debt management through 
close observation in the course of World Bank and IMF work within in the country. If necessary, 
the IFIs may have to provide additional assistance. In order to ensure long-term debt 
sustainability, the debtor countries need to systematically diversify their exports, with the 
industrial countries opening their markets further to assist them in this. This makes the impact of 
a fall in the price of individual export commodities less severe and reduces the volatility of 
export revenue in general. 

 
A functioning system of debt management is equally important. The comprehensive 

report on this subject pinpointed where support is needed. I would, however, also like to call on 
the debtor countries themselves to use the funds freed up by debt relief to make the necessary 
investments in debt management. 
 
 
Statement by Mr. Xiang Huaicheng, Minister of Finance (People’s Republic of China) 
 

I am very much pleased that, a month after the Monterrey Conference, the Development 
Committee has now launched its 65th Meeting in Washington, DC. This is the first important 
gathering of the international community to discuss development issues after the adoption of the 
Monterrey Consensus. We sincerely hope that this meeting would build on the basis of the 
Monterrey Consensus and further explore the measures to realize the international development 
goals, making its due contribution to the conversion of Monterrey Consensus into concrete 
actions. I would like to make some comments on the agenda issues of the Meeting. 
 
Development Effectiveness, Partnership and Challenges for the Future 
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We support the two Institutions’ basic judgment on the development outcome and aid 
effectiveness over the past 50 years. It is true that the developing world has made considerable 
progress through its own efforts and with the external help. We must also note, however, that the 
international economic order is far from satisfaction, and many developing countries are still in a 
disadvantaged position in the process of globalization, and some of them are even facing severe 
difficulties. We therefore need to take stock of the past experience of success and failure, with a 
view to speeding up the process of economic growth and poverty reduction. 
 

We are pleased to note the increasing emphasis by the international community on the 
issues of partnership and ownership. It is our view that the ownership of recipient countries is 
built on good partnership, which is in turn based on mutual learning, mutual understanding, and 
mutual respects. The successful cooperation between China and international development 
institutions, including the World Bank, is the result of such good partnership. 
 

It is a daunting task for the international community to realize the development goals set 
by the UN Millennium Summit. The material foundation to achieve these goals is economic 
development. And in this connection, the biggest challenge the two Institutions are now facing is 
how to make the best of their comparative advantages to formulate their assistance strategies that 
suit the recipient countries’ national situation, by focusing on economic development. 
“Development counts and matters.” The criterion to measure the effectiveness of assistance 
strategy can never be a universal or fixed model, and to the contrary, it should be based on 
whether the strategy is conducive to recipient countries’ economic development, social progress 
and national stability. 
 

With the acceleration of economic globalization, a sound external environment has 
become indispensable to the economic development of developing countries. It is a great 
challenge for the development community to create a favorable external environment for 
developing countries. To address this problem, developed countries should increase the financial 
and technological transfer to and fully open their markets for developing countries. The main 
international reserve currency countries should take concrete steps to stabilize the exchange rates 
of their currencies. 
 
Action Plan for EFA 
 

We welcome the inclusion of EFA as one of the main subjects on the agenda of this 
meeting.  As stressed in the paper prepared by the Bank staff, good education is essential for 
sustaining economic growth and conducive to reducing poverty and inequality. We are pleased to 
see that many developing countries are attaching greater importance to education and have made 
commendable progress in this area, which makes us feel more confident for the future. 
 

But we have also noted with deep concern that many developing countries are believed to 
be at risk of not being able to achieve the EFA goal of universal primary education by 2015, and 
the number of countries as such may increase if completion rates are used. We are of the view 
that lack of financial resources is the main constraint to the realization of the EFA goal. While 
developing countries are making their own efforts, we would like to call upon developed 
countries and the international community to increase their assistance, particularly on the 
concessional terms, to close the gap of financial requirements for EFA. 
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We agree to the suggestions in the paper that developing countries should improve their 
education systems, but at the same time, we  think that the economic capability of developing 
countries should be taken into full account in the implementation of these policies, and the 
donors should avoid imposing any unrealistic conditionalities on the provision of assistance to 
developing countries. Such conditionalities may induce undesirable increase of implementation 
cost, and thus causing negative impact on the realization of assistance objectives. While 
emphasizing the importance of primary and formal education, the international community 
should also make due efforts in helping developing countries build up a comprehensive 
education system in order to create a favorable condition for improving the quality of their 
national economic development. 
 

With a population of nearly 1.3 billion as China has, the realization of EFA goal in China 
would be a great contribution to the achievement of EFA goal worldwide. Over the past decade, 
the Chinese Government has made enormous efforts in deepening education system reform, 
rationalizing education inputs and increasing education investment, particularly on the primary 
education. The Chinese Government has formulated respectively a series of national programs 
relating to EFA, such as “The Chinese Children Development Program in the 90’s”, “The Ninth 
Five-Year Program and 2010 Development Program for National Education” and “ The Chinese 
Children Development Program from 2001 to 2010”. By the year of 2000, about 85 percent of 
China’s population area has achieved 9-year compulsory education. China will continue to 
develop basic education as a strategic priority, mobilize the efforts of the whole society, and 
strengthen the cooperation with bilateral and multilateral donors, with a view to achieving the 
objective of 9-year compulsory education nationwide by 2010. 
 
HIPC Initiative 
 

The Chinese Government, as always, gives its full support to the HIPC Initiative and 
appreciates the efforts made by the two Institutions in this regard. While being pleased with the 
continued progress in the implementation of the HIPC Initiative, we share the concern that the 
number of countries reaching decision point or completion point is fewer than expected. 
Therefore we hope that the two Institutions would make further efforts in this area, so that more 
countries could benefit from the Initiative as soon as possible. 
 

It is our hope that developed countries, while expediting the process of HIPC Initiative, 
would increase ODA to these countries, on more concessional terms, to help them achieve debt 
sustainability. 
 

Though being a developing country with relatively low per capita income and still facing 
challenges of poverty reduction, China is willing to make its own contribution, as it can, to the 
HIPC Initiative. The Chinese Government is now working with some countries concerned, on 
the bilateral basis, to address the debt reduction issue. China has also provided some 
concessional assistance through bilateral as well as multilateral channels to help those countries 
achieve debt sustainability.  
 
Harmonization of Operational Policies and Procedures 
 

We agree to the objective of harmonizing the MDBs’ operational policies and procedures 
to reduce project cost, enhance recipient countries’ capacity and improve aid effectiveness, and 
we welcome the progress made so far. 
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We are of the view that the Bank should continue to work on the three priority areas as 

previously defined, and before expanding it to other areas, the Bank should first of all deliver 
some tangible results so that the recipient countries could see the benefits and improvement of 
development effectiveness the harmonization has brought about. Only when the recipient 
countries get real benefits, can this work be sustained. The Bank should adjust its own policies 
and criteria in light of the above, and make more efforts to reduce the burden of the borrowers. 
 

The views of developing countries should be taken into full account in the process of 
harmonization, as it does not only concern donors, but more importantly also concern recipients. 
 
Combating Money Laundering and the Financing of Terrorism 
 

Money laundering and the financing of terrorism is a global problem, which is harmful to 
both developed countries and developing countries. Therefore, the international community 
needs to work together, with joint efforts and actions, to combat money laundering and the 
financing of terrorism, in accordance with the applicable international laws and regulations. 
Given the fact that money-laundering activities often take place in the financial centers of some 
developed countries, these locations should doubtlessly be the focus of anti-money laundering 
work. The international community should take every measure to prevent the transfer of illegal 
money. 
 

The Chinese Government is willing to work with the international community to fight 
against financial crimes such as money laundering and the financing of terrorism. We also hope 
that the international community could fully incorporate the views of developing countries and 
facilitate their participation in the process of formulating the rules and criteria in this field. 
 

We hope that the two Institutions could play an active role in combating money 
laundering and the financing of terrorism within their respective mandates. We support the two 
Institutions’ efforts in providing more technical assistance and training programs to developing 
members to improve their institutional capacity. We share the view that the two Institutions are 
not law enforcement agencies and therefore should not become involved in law enforcement 
matters, and should not take combating money laundering and the financing of terrorism as 
conditionalities for lending. 
 
 
 

Prepared Statements Circulated by Observers 
 
 
Statement by Mr. Koos Richelle, Director General (European Commission) 
 

The European Commission is the Bank's largest partner in most regions of the world. In 
the following statement I would like is to offer some thoughts from our European perspective on 
the meeting's two main topics. 
 
Aid effectiveness, partnership and challenges for the Future 
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Aid effectiveness is about reaching results. We are convinced that we have today more 
elements than ever before to ensure that aid will indeed deliver results: 
 

• With the MDGs there is an international agreement on the priority results we are aiming 
at. This has greatly helped to focus donors and their dialogue with recipients.  

 
• In Monterrey, important increases in aid were announced with the EU's being the 

biggest.  Reaching the consensus in Europe was greatly helped by calculations from the 
World Bank that showed us how much it will cost to reach the MDGs and that made clear 
that they wouldn't be attainable without an increase in external assistance. 

 
• A growing number of countries develop national strategies in their PRSPs that break 

down the long term MDGs into medium and short term targets, lay out a national strategy 
to reduce poverty and calculate the costs to get there. 

 
• Poverty reduction is widely acknowledged as central to development cooperation.  The 

Community's new development policy, endorsed by the European Parliament in March 
2001, made this clear. More and more donor programs align themselves around national 
poverty reduction strategies. In the European Commission, all country strategy papers 
that program now the support to developing countries over the next five to six years are 
anchored on PRSPs in all countries where they exist. 

 
• The acceptance of the use of general budget support as the preferred instrument of aid 

delivery is increasing. A core group of donors including the EC has decided to increase 
the use of budget support through general or sector programs, and thereby reduce 
transaction costs for donors and recipient countries alike.   

 
• There is a broad consensus among donors and recipients that improving the management 

of public resources is key to poverty reduction. The Commission has joined forces with 
other donors, notably with the World Bank and DFID in the "Public Expenditure and 
Financial Accountability" (PEFA) initiative, to assist aid recipients to improve 
management in the public sector in order to reach prudential standards that will match 
international best practice. 

 
• There is now more clarity about the role of trade in development. There is also an 

international commitment in the Doha Development Agenda (DDA) to exploit the 
potential of trade for development. This agenda includes increasing market access, 
reducing other trade obstacles and supply side constraints, and providing more effective 
trade related technical assistance and capacity building - which needs to be translated into 
national PRSPs - so that countries can benefit from increased opportunities. The 
Community and Member states contributions represent 60 percent of the total 
contributions to the DDA Global Trust Fund. The history of the European Union itself 
proves the case for the benefits of regional integration and we intend to share this 
experience with the developing world through our support to similar initiatives. So we are 
currently preparing to negotiate Economic Partnership Agreements with ACP regions, an 
exercise that will be essentially about increased market access and gradual liberalization, 
but also about long term economic adjustment and poverty reduction. 
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Where do we go from here? 
 

We have promised a new approach and we have to deliver it.  
 

There is an urgent need to improve aid efficiency by changing donor behavior and 
getting rid of overlapping donor processes in particular when we look at PRSP implementation.  
Developing country administrations should be able to spend their time on implementing what 
they promised in the PRSP rather then on consecutive missions by various donors. Here, in 
particular, I would like to see the donors revisit the need to have separate documents and 
matrices describing the country's policy reform agenda. In countries, which have just developed 
poverty reduction strategies - endorsed by the Bank and the Fund - such additional requirements 
are necessarily bound to undermine country ownership and the credibility of the PRS. In a 
number of countries the EC and other, mostly bilateral, donors have agreed on joint frameworks 
for delivering budget support for poverty reduction. I believe that the replication and broadening 
of this approach is the way forward. The Commission advocates for setting up 
annual/pluriannual monitoring cycles for PRSP implementation that all donors should subscribe 
to.  And it may also be time for agreeing on a code of conduct for donors, including a system to 
make them accountable for what they do. On-going work in the OECD/DAC on these issues 
should be brought to concrete results. 
 
  We have to ensure complementarity and measure effectiveness by results. 
 

When others and we rally around a nationally owned strategy our effort must be 
organized so that each partner plays its most effective role.  Complementarity is a key word in 
EU Development Policy, it is an essential part of a collective effort in support of a national 
owned strategy. The results will depend on the joint effort of the partnership by Governments, 
donors and civil society. Effectiveness will have to be measured by results at the country level, 
and it will be impossible to attribute to any one player a specific share in the results. It is 
therefore important that all players agree on the indicators for those results and how they are 
measured. Just as a football team is not judged by how far individual players have run, but by the 
goals the team has scored, in development, too, what matters is whether we will be able to reach 
the goals.  
 

We must not loose time and we have to take conscious risks. 
 

We will not be able to reach the goals we have set without taking risks.  There is often a 
continued demand for excellence on paper before acting in the field. This may cost the life 
chances of generations of children. Already it is common wisdom that the gender equality goal in 
education set for 2005 will not be reached. It is therefore important that we catch up on time 
already lost and shift the balance towards action.  This, the Commission believes, also needs to 
apply for the IMF from whom donors should seek assurance that macroeconomic frameworks 
agreed under the IMF programs allow countries to spend more budgetary aid for poverty related 
activities.  In this quest it is also important to strike a realistic balance between recurrent and 
investment expenditure. Institutional capacity building remains one of the big challenges. A 
wage policy in the public sector that does not attract the best in the country and limitations 
agreed on the wage bills can be important stumbling blocks for improved service delivery in 
many countries. Changing this will necessarily imply looking at external financing for recurrent 
costs - a possibility for which the EU/ACP Cotonou partnership agreement explicitly provides 
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for. In view of the sustainability of such a program longer-term reliable commitments from 
donors are required. Here again the question of a code of conduct comes into play. 
 

We need to build broader constituencies for our approach to ensure that it can be 
sustained.  

 
With that aim the Commission has for instance held a seminar on Development Policy 

Targets and Indicators with the European Parliament. There is no doubt that the World Bank 
deserves credit for proving to a wider public that aid works - which is maybe the single most 
important prerequisite for allowing us to deliver our promise of increasing aid. 
 
The World Bank's Action Plan on Education for a Dynamic Economy 
 

The Commission values the strong commitment by the World Bank to education, both on 
the financial and the research side. We commend the excellent work on calculating the financing 
gap for reaching the universal primary education in low-income countries.  The Commission 
agrees with the Bank in considering education as one of the main pillars for combating poverty 
and for increasing growth and equity. We are alarmed by the serious under-funding for the 
actions required to reach the MDGs/EFA (Education For All) goals to achieve universal primary 
education by 2015 and promoting gender equality and the empowerment of women by 
eliminating gender disparity at all levels by 2015. 47 low-income countries - of which 33 in 
Africa - are at risk of not reaching the primary education completion goal if the financing gap is 
not closed.  Over the period to 2015, the additional external financing needs for these countries 
would average US$2.5 billion per year; of this about  US$500 million stems from the impact of 
HIV/AIDS on the primary education systems of the Sub-Saharan African countries alone.  

 
The Commission has recognized the eminent place of the MDG/EFA goals in the 

Communication to the European Council and the European Parliament of March 2002 (cf 
doc.6985/02). The European Council is at this very moment working on a draft resolution related 
to the Communication and taking into consideration the findings and conclusions of the World 
Bank studies.  The Council resolution will make recommendations to the Member states and the 
Commission on how to fill the financing gap of countries at risk. The baseline for that support 
has to be that no country with a strategy that makes a national effort should miss the EPA goal 
because of lack of external support. 
 
 
Statement by Mr. Juan Somavía, Director-General, International Labour Office (ILO) 
 

The Sixty-fifth Meeting of the Development Committee takes place against the 
background of hesitant optimism about the performance of the global economy.  We note with 
relief that, according to the World Economic Outlook, ‘there are increasing signs that the global 
slowdown has begun to bottom out....and that forward indicators appear consistent with a 
recovery by mid-2002' (p.1). We also share the concern over serious remaining downside risks 
and support, as a minimum requirement, the main message that ‘the stance of policies should 
remain relatively supportive for the time being’. 

 
A premature withdrawal of stimulus based on an over-optimistic assessment of strength 

of the recovery would clearly be unwise. This is especially so in view of the serious social 
consequences the downturn has been having on many parts of the developing world. It will be 
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recalled that I drew attention to this in my statement to the last meeting of the Development 
Committee 

 
Indeed what is missing is a global view of what actions need to be taken to reduce the 

risk of severe downturns in the future and to counteract their effects when they do occur. Here 
again I recall a key point made in my last statement to this Committee that “it is no longer 
acceptable to have double standards in terms of economic policy prescriptions”. I noted at the 
time that “the biggest danger in the current context would be to apply expansionary policies in 
the North and more austerity and restrictive structural adjustment in the South.” Finding ways to 
remove this asymmetry in terms of responses to global recessions is a major policy challenge to 
be addressed by the international community. 

 
The volatility of the global economy underscores the need for a strategic shift on the part 

of the multi-lateral system in two important directions:  the provision of better macroeconomic 
management in support of robust growth on a world scale; and the design of policies and 
institutions for hedging against short-term shocks and protecting the vulnerable (countries and 
groups) from falling into the poverty trap. 

 
A coordinated international response is indispensable.  We have all agreed that this is the 

way ahead and some progress has been made.  But much more remains to be done, in particular 
in using and combining more effectively the strengths of the diverse institutions of the 
international system.  The “Monterrey Consensus” has emphasized the need to strengthen the 
effectiveness of the global economic system’s support to development in order “to meet the 
Millennium Declaration Development Goals (MDG’s) of sustained economic growth, poverty 
eradication and sustainable development”.  I fully share the views expressed at the Summit by 
Secretary-General Kofi Annan, that the MDG’s, especially that related to halving poverty by the 
year 2015, “gave us a clear measure of success or failure”. 

 
It seems to me that the documents submitted to this session of the Development 

Committee provide a good starting point in responding to this call.  The paper on “Development 
Effectiveness, Partnership, and Challenges for the Future” provides a fair assessment of the 
present situation and good suggestions for the way forward.  The paper is correct in observing 
that development progress, over the last half a century, has been rapid but unequal; that progress 
has not been uniform, leaving many people, notably in Sub-Saharan Africa, behind;  and that the 
world as a whole is falling behind the path that is necessary to achieve the MDG’s by 2015.  We 
also agree that the agenda for progress must have three major elements:  country policies, 
institutions and governance; economic integration through trade and investment flows; and 
external assistance to support country policies.  The question here again is how to combine these 
elements in a coherent package that results in broad-based development. 

 
Employment, and in particular the creation of more and better jobs, is the most effective 

and sustainable way to get out of poverty.  And yet, not enough priority is explicitly given to 
such a key objective in the design and implementation of economic policies. The ILO’s Decent 
work agenda brings to the table an essential component of poverty reduction strategies.  This 
involves the recognition that maximizing the rate of productive employment creation is a key 
instrument for lifting people out of poverty.  The extension and strengthening of social protection 
is also important for reducing poverty and coping with the adverse social impact of economic 
reform and globalization.  At the same time, respect for fundamental labor rights and the 
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strengthening of social dialogue are essential for achieving improved and more participatory 
governance.  

 
It is from this perspective that we regard the initiative by the Bank and the Fund to create 

the Poverty Reduction Strategy Papers (PRSPs) as providing a vehicle to coordinate and macro-
manage development and social policies and strategies at the country level.  The ILO has 
supported the PRSP process right from its inception, and we welcome the evaluation provided by 
the “Review of the Poverty Strategy Paper (PRSP) Approach:  Early experience with Interim 
PRSPs and Full PRSPs”.  The ILO agrees with the central message of the Review that “there is 
broad agreement among low-income countries, civil society organizations and their development 
partners that the objectives of the PRSP approach remain valid and that the PRSP process can 
improve joint efforts aimed at poverty reduction”.  Equally welcome is the statement by Mr. 
Horst Koehler at Monterrey that “Our reviews showed that there is room for improvement”.  It is 
in this spirit that the experience of the ILO with PRSPs over the last two years may be relevant. 

 
The Governing Body of the ILO will be discussing in its November session an evaluation 

of its role in the PRSP process.  Members wanted to know what did the ILO “bring to the table”, 
and “what difference did it make”.  The paper will be made available later, but it is pertinent to 
share with the Development Committee lessons of the ILO’s experience, especially as it has not 
been adequately reflected in the Bank/Fund Review. 

 
In consultation with the Bank and Fund, and national partners, the ILO is making a 

special contribution to PRSPs in five pilot countries, namely, Cambodia, Honduras, Mali, Nepal 
and the United Republic of Tanzania.  The intention is for the ILO to demonstrate the positive 
contribution of the Decent Work agenda in reducing poverty and the role of tripartite 
consultation in strengthening national ownership.  Other countries engaging in the PRSP process 
have not been neglected, and indeed some have received significant ILO assistance.  Demand for 
ILO support to countries preparing PRSPs continues to rise and we are now receiving requests 
from countries to help them implement their poverty reduction strategies (e.g. Tanzania). 

 
The ILO contributions to PRSPs have laid great emphasis on the principle of national 

ownership, convinced that broad based consultation and participation in poverty reduction 
strategies, rather than being a costly waste of time as some feared, is an important means of 
improving the analysis of the incidence and causes of poverty and the effectiveness of poverty 
reduction strategies.  The experience in a number of countries (e.g. Mali and Nepal) suggests that 
this aspect of PRSPs is now more widely appreciated and is becoming embedded in broader 
political systems. 

 
Cooperation with the Bank and Fund in both the field and at Headquarters has been 

generally good.  For example, a successful meeting was organized in Geneva in mid-200l, which 
brought ILO field staff from these five countries together with World Bank representatives to 
discuss how Decent Work could be integrated into the PRSP process.  Closely linked to its 
support for the PRSP was the ILO’s contribution to the Third United National Conference on the 
Least Developed Countries (LDCIII, Brussels, May 2001), where the role of Decent Work in 
contributing to the MDGs was further outlined.  In September 2001, the IMF invited the ILO to 
make a specific contribution to the Joint Bank-Fund Review of the PRSP process, in response to 



 - 131 - 

 

which the ILO provided a detailed paper.19  However, in our view, the resulting Bank-Fund 
paper should have highlighted more explicitly the centrality of employment to poverty reduction 
and the role of the ILO in supporting governments to address issues within our competences.  
Pro poor growth has by implication to be about promoting employment and livelihood 
opportunities and this needs to be more explicitly addressed in a number of PRSPs. 

 
In the coming year, the ILO will continue to devote substantial resources to the PRSP 

initiative (with significant funding from the Governments of the United Kingdom and the 
Netherlands).  We will build on our experience to date responding wherever possible to country 
driven demand for support, with a particular emphasis on building the capacity of our social 
partners to ensure that the voices of workers and employers – the real actors of the economy - 
can be heard and acted upon in the context of national poverty strategies.  As the PRSP Review 
Paper points out, PRSPs are an ambitious and very important tool but the success of countries’ 
strategies aimed at improving the lives of the poor will ultimately depend on the actions of the 
countries themselves and the concerted aid of all their development partners – including the ILO.  
It is only through such concerted actions that the challenge of meeting the MDGs for 2015 can 
be addressed.  In sum, our experience suggests that two aspects of poverty reduction are 
essential:  (i) concrete solutions to bringing the poor into the mainstream of economic activities 
through employment is the most effective mechanism to achieve such an objective; and (ii) 
social dialogue is the guarantee to improving the integration of PRSPs into other decision-
making processes, and achieving sustainability of the process of reform. 

 
National action, necessary as it is, will not be sufficient to achieve the development goals 

we have set for ourselves.  We have to see things in a broader context.  There is a growing 
consensus that globalization’s opportunities must be shared and used much more effectively to 
deal with the growing problems of poverty, insecurity, inequity and exclusion.  In response to 
this challenge, and to strengthen the global capacity to promote social objectives alongside 
economic ones, the ILO has launched the World Commission on the Social Dimension of 
Globalization in February this year.  The 25-member World Commission is co-chaired by 
Finland’s President Tarja Halonen and Tanzanian President Benjamin Mkapa, and brings 
together a select group of eminent people representing different regions, civil society, business, 
trade unions and academia.  According to the Chairpersons, the Commission provides “a space to 
move from confrontation to dialogue, to review the facts and the perceptions; and an opportunity 
to seek a consensus for action on globalization”.  In articulating a realizable vision, the 
Commission is expected to examine how to increase the effectiveness of existing policies and 
institutions, and seek out and evaluate new perspectives, new means and new mechanisms.   

 
The World Commission is expected to make a valuable contribution by identifying 

policies for globalization, which promote open economies and development with social justice.  
While increasing opportunities for all, such policies need to benefit the poor and excluded, 
promote social coherence, and reduce uncertainty and insecurity.  The work of the Commission 
will be rooted in the Millennium Development Goals, and take into account the outcomes of 
major global conferences, in particular, the Financing for Development Summit held in 
Monterrey last month, as well as the forthcoming World Summit for Sustainable Development 
and the World Summit on the Information Society. 

                                                 
19  The Decent Work Agenda and Poverty Reduction : ILO Contribution to the IMF/World Bank Comprehensive 

Review of the Poverty Reduction Strategy Papers Approach 
http://www.ilo.org/public/english/bureau/exrel/partners/prsp.htm 
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The Monterrey Consensus explicitly recognized (para. 64) that “To strengthen the 

effectiveness of the global economic system’s support for development, we encourage the 
following actions: 

 
Support the International Labour Organization and encourage its on-going work on the 
social dimension of globalization”.  
 
The ILO has invited the Bank and the Fund, together with other organizations of the UN 

system, to participate actively in the work of the World Commission, and has received a 
widespread positive response. It plans to carry forward this endeavor in an open and cooperative 
spirit that offers support to the goals of the multilateral system as a whole. 
 
 
Statement by Mr. Amadou Boubacar Cisse, Vice President of Operations, Islamic 
Development Bank (IsDB) 
 

This meeting of the Development Committee has assumed special significance for the 
developing countries as it is taking place immediately after the UN Conference on Financing for 
Development held in Monterrey, Mexico, last March. It is, therefore, expected that the agenda of 
our meeting will cover issues directly related to the outcome of this Conference. In particular, 
increasing the effectiveness of development assistance constitutes the major topic for discussion 
in our agenda and will give the opportunity not only for further analyzing issues raised in 
Monterrey, but also for taking more concrete and urgent actions aimed at operationalizing the 
Monterrey Consensus. The second item of the agenda relating to accelerating progress towards 
education for all clearly complements the previous one. As usual, the agenda also covers topics 
related to the collaboration between Bretton Woods institutions and other multilateral 
development institutions (MFIs) such as supporting HIPC Initiative, harmonizing operational 
policies and procedures and fighting money laundering and terrorist financing.  
 

Since all these issues are highly relevant to the Islamic Development Bank (IsDB) and its 
member countries, the IsDB would like to share its views on the agenda of this important 
meeting. In this regard, it may be useful to briefly assess the recent economic performance of 
IsDB member countries and to comment on the recent trends in the transfer of resources to 
developing countries. 
 
Economic Performance and Recent Trends in the Transfer of Resources  
 

It is encouraging to learn that the world economy is expected to recover at a faster pace 
by the end of this year as against a sharp slowdown during the year 2001. Last year, the GDP 
growth rate decelerated in developing as well as in developed countries to 2.8 percent and 0.8 
percent respectively.  In step with the global economic slowdown, the growth rate of world trade 
dropped from 13.1 percent in 2000 to a negative rate of 0.8 percent in 2001.  
 

As regard IsDB member countries, the global economic environment in 2001 has 
negatively affected their overall economic performance. The GDP of these countries increased 
by merely 3.3 percent in 2001 compared to a growth rate of 5.5 percent in 2000. However, the 
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growth of IsDB least developed member countries (LDMCs)20 was higher at 5.4 percent during 
2001. As a result, the trade balance position of IsDB member countries as a group decreased 
from US$131 billion in 2000 to US$124 billion in 2001. Regarding the trade balance of the 
LDMCs group, its chronic deficit position persisted but increased from US$6 billion to US$7 
billion between 2000 and 2001 due, among others, to lower international non-oil commodity 
prices which fell by 9 percent.  
 

Since developing countries will continue to rely on external flows of resources for the 
success of their strategies aiming at accelerating growth and reducing poverty, the IsDB is 
concerned about the decrease in net long-term resource flows in 2001. This decrease resulting 
from the global economy slowdown reflects a significant decrease in resource flows from 
international capital markets, in terms of commercial bank loans, bonds, and portfolio equity, 
which have constituted the second largest source of finance for developing countries during last 
few years.  
 

In 2001, foreign direct investment (FDI) to developing countries remained stable 
compared to its level in 2000 despite the decline in global FDI due to the economic recession. 
Accordingly, the share of developing countries in world FDI flows has reversed for the first time 
since 1997 its decreasing trend. However, this reflects better economic performance, after the 
financial crisis of late 1990s, of many emerging markets economies where FDI flows are 
concentrated, rather than more widespread FDI flows to other developing countries. On this 
account, what is of greater concern to the IsDB is the persistent decline in the flow of net FDI to 
its member countries in the 1990s. In the total FDI inflow to the developing countries during the 
decade, the share of the IsDB member countries decreased from around 22 percent early 1990 to 
12 percent in 1994 and 7 percent in 1998. Out of this, excluding the share of the emerging IsDB 
economies like Indonesia, Malaysia and Turkey, only a small proportion of the FDI flowed to the 
overwhelming majority of the IsDB member countries. This calls for a thorough review of the 
causes of the skewed nature of such flows and the measures that need to be taken up urgently at 
different levels to promote the flows of such resources to most developing countries, including 
the IsDB member countries 
 

The IsDB also shares the deep concern arising from the decline of official development 
finance (ODF) for the third consecutive year from US$38 billion in 2000 to US$36 billion in 
2001. In particular, Sub-Saharan African countries for which aid remains crucial received less 
aid flows resulting, among others, from delays in implementing reforms. In this regard, the IsDB 
understands that ODF flows may be restricted by this factor, but it shares the view that the level 
of aid, expressed as a percentage of donors’ GNP, should urgently reach the UN target of 0.7 
percent.  
 

Conscious of the importance of the transfer of adequate resources to its member 
countries, the IsDB recognizes that its traditional sources of funds cannot meet the increasing 
investment requirements of member countries. Therefore, the IsDB is embarking to mobilize 
resources from the international market. At the same time, the IsDB is exploring alternative 
sources to mobilize concessional financing in order to alleviate financial constraints of LDMCs. 
This effort of the IsDB is in line with its commitment to support appropriate development 

                                                 
20  The LDMCs include 23 IsDB member countries, namely Afghanistan, Bangladesh, Benin, Burkina Faso, Chad, Comoros, Djibouti, The 

Gambia, Guinea, Guinea-Bissau, Maldives, Mali, Mauritania, Mozambique, Niger, Senegal, Sierra Leone, Somalia, Sudan, Togo, Uganda 
and Yemen.  As a special case, the State of Palestine is also treated as an LDMC by the IsDB. 
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strategies in its member countries and to help them improve their access in international markets 
in order to achieve the Millennium Goals, particularly halving poverty by 2015.  
 
Development Effectiveness 
 
As far as the first item on the agenda is concerned, the IsDB supports the efforts for enhancing 
the effectiveness of development assistance. The recent seminal study by the World Bank21 
distills the experience of last fifty years of concerted development efforts that resulted in higher 
average incomes per capita and that people today are much healthier and better educated in the 
developing countries than fifty years ago. The fundamental lesson is that positive social change 
and higher economic well being occurs when there is ownership and zeal for development by the 
countries themselves.  To sustain economic growth rates, the touchstone of development efforts 
is the commitment of countries to pursuing prudent macroeconomic policies and demonstrable 
achievements resulting from effective utilization of domestic resources and development 
assistance. We, at the IsDB, will endeavor to critically internalize these lessons in our 
development assistance to member countries.  
 

The IsDB hopes that the spirit of Monterrey will, through concerted efforts of the 
international donor community, lead to reversing the declining trend in the official development 
finance so as to improve the prospects of economic growth and achieving poverty reduction 
goals in the developing world. In this regard, the IsDB renews its pledge to continue exploring 
different ways and means of further increasing concessional financing to LDMCs. Most recently, 
the IsDB in 2001 established International Waqf Foundation, designed to target resources at 
alleviating poverty to most vulnerable segments in the society.  In addition, the IsDB initiated a 
program during 1999 to provide lines of financing to small and micro-enterprises in our least 
developed and low-income member countries, so as to foster economic activities at the grass-root 
level as well as assist in poverty alleviation efforts. 
 

It is evident that enhancing the effectiveness of development assistance should encourage 
all MFIs to continue their cooperation in order to help a greater number of countries develop as 
quickly as possible their poverty reduction strategies. In this respect, we agree that leading MFIs, 
mainly the World Bank Group, should maintain Poverty Reduction Strategy Papers (PRSP) 
flexible by focusing on essential policy requirements for accelerating growth and reducing 
poverty.  While the IsDB considers that more efforts are needed to appropriately operationalize 
and implement these country-owned strategies, it shares the opinion that this requires, among 
others, strengthening the Country Assistance Strategy exercise, systemizing the work at sectoral 
level, and developing financial products suitable to the needs of these countries.  
 

In the context of our member countries located in the Sub-Saharan Africa region, where 
average incomes have been stagnant since mid-1960s, the IsDB in partnership with other MFIs 
will continue to address urgent needs as well as assist countries in consolidating gains and to 
sustain the progress achieved in some areas of social improvements, such as higher life 
expectancy. During the 1990s, life expectancy has been reduced by three years because mainly 
of HIV/AIDS disease. Similarly, special attention should also be given to economies in transition 
where poverty has sharply increased during the same period.  Concerning these regions, it is 
expected that the new approach using PRSP will enhance development assistance effectiveness, 

                                                 
21  This study is entitled “ The Role and Effectiveness of Development Assistance: Lessons from World Bank Experience”, World Bank, 

March 2002.  
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unlike the earlier approach, based on structural adjustment programs, which did not adequately 
took into consideration country ownership, institutional capacity needs and social impact.  
 

In sum, the IsDB will continue to distill and learn from other MFIs experience in 
enhancing the effectiveness of their assistance in order to improve its approach for fostering 
development and alleviating poverty in its member countries. In particular, it would like to 
benefit from the experience of IDA, which succeeded to significantly increase the productivity of 
its aid through better targeting its loan programs. According to available estimations, US$1 
billion in aid provided by IDA lifted 434 thousand people above the poverty line of one dollar a 
day in 1998 compared to only 105 thousand people in 1990. In addition, it seems that IDA aid 
flows generated a rate of return of 40 percent in terms of increased incomes across the whole 
economy. No doubt, learning from this successful experience is very useful for the IsDB which 
is currently in the process of adopting a new vision, mission and strategic framework and 
exploring ways and means for increasing the developmental impact of its technical and financial 
assistance.   
 
Education for All 
 

Serious efforts to promote education, as part of the overall human development strategy, 
is a key to alleviating poverty and to ensuring that the benefits of economic development are 
widely shared in the society. The IsDB shares the deep concern of the development community 
of the failure of many developing countries, including many of our member countries, to 
implement suitable policies and to mobilize adequate resources that will realistically help in 
achieving the goal of universal primary education by 2015. The IsDB supports the notion that 
both technical and financial resources need to be made to countries that are willing to 
demonstrate firm commitment to adopt appropriate education sector policies. However, the 
assistance made available by the international donor community needs to be additional to the 
current aid flows, and hence more efforts are needed to explore new sources of concessional 
finance.  
 
 For its part, the IsDB considers basic education as a priority sector in its current strategic 
and operational planning agenda. We intend to continue with the strategic thrust in the education 
sector because the basic educational indicators of our member countries remain unsatisfactory 
compared to developing countries averages. In this respect, although IsDB member countries 
have registered significant progress during the last two decades in terms of various educational 
indicators, the adult illiteracy rate still stands at 38 percent for our member countries as a group.  
 
 Since inception, the IsDB has financed 137 projects and 58 technical assistance projects 
in the education sector amounting to approximately US$870 million and US$13 million, 
respectively.  Its LDMCs benefited from around one third of total approvals that were mainly 
financed through loans and grants from its ordinary resources. In addition, the IsDB has financed 
educational operations in its member countries as well as in Muslim communities in non-
member countries through its Special Assistance Operations amounting to US$221 million. It 
has also disbursed an amount of US$60 million under its various Scholarship Programmers. 
Finally, the IsDB is playing an active role within the framework of the Task Force of the 
Organization of the Islamic Conference on Literacy and has earmarked US$3.5 million as 
technical assistance grant for member countries with the highest adult illiteracy rate.    
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Regarding the suggested World Bank’s action plan for “Education for All”, the IsDB 
hopes that many of our member countries will be included in the list of selected countries for 
“fast track” implementation. Like for HIPC Debt Initiative, the IsDB will also engage in active 
participation in the proposed multi-donor education consortium for providing immediate 
assistance to the selected member countries. Furthermore, the IsDB would also like to utilize the 
education sector database on our member countries in order to improve quality of our operations 
in the education sector by using new monitoring indicators such as the “completion” rate of at 
least 5 to 6 years of primary education rather than focusing only on “enrolment” rate.  
 
HIPC Initiative 
 

Concerning the third item on the agenda relating to the implementation of the HIPC Debt 
Initiative, while we would like to express our satisfaction for the progress achieved after the 
adoption of the enhanced framework, we consider that the issue of external indebtedness remains 
a serious problem in developing countries and continues to be a source of deep concern to all. 
For IsDB LDMCs, the ratio of external debt to GDP is estimated to be as high as 67.5 percent in 
2001 while in the case of IsDB member countries as a whole it is estimated at 33.6 percent. 
Obviously, more efforts need to be deployed by the donor community in terms of debt relief for 
the least-developed countries, including the IsDB LDMCs, as their external debt to export ratio is 
clearly unsustainable.  
 

In this regard, we hope that the enhanced HIPC Debt Initiative, endorsed by our member 
countries almost three years ago, will succeed, as declared, to reduce the ratio of debt to GDP for 
the 25 eligible countries, including 13 IDB member countries22, from 60 percent to 30 percent 
with the debt servicing cut by one-third. In order to achieve this objective, debt relief packages 
by MFIs under the enhanced Initiative are currently estimated at US$17.6 billion in 2001 NPV 
terms. As stated above, stronger cooperation among MFIs is crucial in order to help a greater 
number of developing countries reach as quickly as possible their floating completion points by 
meeting two major challenges, namely adopting a prudent debt management policies and 
adequately implementing PRSP.  
 

On the one hand, HIPC countries should ensure that their public debt is fundamentally 
sustainable and serviced at the lowest possible cost and at a reasonable level of risk. This 
naturally entails that stakeholders involved in this process coordinate their policy actions to make 
them mutually supportive and conducive to more efficiency in public debt management. In this 
regard, the IsDB understands that a good public debt management system is one that would 
ensure prudent and efficient fiscal practices, greater accountability and transparency, an efficient 
financial market, and a sound risk management framework. But, it is also equally important to 
keep public finance policies consistent with development objectives. Therefore, the question is 
how to maintain the quality of government related services over the long term so that the 
methods of raising revenues and allocating public spending promote rather than hamper growth 
and poverty alleviation programs. In sum, the IsDB considers that an appropriate technical 
assistance for capacity building would help its member countries to better cope with their public 
debt management difficulties. 
 

                                                 
22  Namely Benin, Burkina Faso, Cameroon, Chad, Gambia, Guinea, Guinea-Bissau, Mal, Mauritania, Niger, Senegal and Uganda. 
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On the other hand, it is also important that leading MFIs, mainly the World Bank Group 
and IMF, maintain, as stated above, PRSP as flexible as possible by focusing on essential policy 
requirements for accelerating growth and reducing poverty.  
 

For its part, the IsDB has supported the enhanced HIPC Debt Initiative, including for the 
provision of interim debt relief. Currently, the cost for IsDB is projected at around US$130 
million in 2001 NPV terms. Debt relief packages have been fully implemented for Uganda and 
Burkina Faso. Last year, the IsDB also approved debt relief packages for Benin, Mali, 
Mauritania and Senegal and it is expected to implement the Initiative for the remaining qualified 
member countries during the current year. The IsDB will continue to support this important 
multilateral Initiative within the availability of funds from new sources using the modality of 
delivering its share of debt relief on case-by-case basis.  
 
Harmonization of Operational Policies and Procedures 
 

On this agenda item, the IsDB takes note with satisfaction of the significant progress 
made during the last few years by multilateral and bilateral donors to work in partnership and 
agrees with putting the focus on reducing differences in operational rules and requirements. 
These differences constitute the most important impediment to the effectiveness of external 
development assistance and their elimination will help reducing transaction costs for both 
institutions and countries. 
 

The IsDB welcomes the current partnership, which brings together all MFIs to 
harmonizing operational policies and their procedures in order to lower the delivery cost of 
development assistance. Obviously, better implementation of good practices and common 
operational procedures requires that the standards should be developed cooperatively keeping in 
view the institutional capacities of relatively small MFIs.  Accordingly, the IsDB appreciates the 
efforts of two working groups for which the most significant accomplishments were made so far, 
namely on “Development of good practice standards for private sector evaluations”, and 
“Standardized bidding document for equipment and goods”. 
 

At the country level, the current partnership among the MFIs will allow all of us to pay 
greater attention to country ownership and capacity building. In this respect, the IsDB supports 
various efforts aimed at raising country-level capacity sufficiently so that donors need no longer 
specify their own specific requirements. For its part, the IsDB contributed in the development of 
financial management harmonization and we express keen interest in working with the World 
Bank and other MFIs in the areas of institutional as well as country-level harmonization.  
 
Earlier, the IsDB did participate in various institutional-level collaborative activities, within the 
framework of our overarching objective of economic cooperation, by signing memoranda of 
understanding with the World Bank and other regional development banks and specialized 
institutions. We actively participate in the Heads of MFIs Meetings organized in conjunction 
with IMF/World Bank joint Annual Meetings. 
 

The IsDB expresses its readiness to share our experience in the context of harmonization 
of various operational policies in the Coordination Group23. The major purpose of this Group is 
                                                 
23  This Group comprises of Saudi Fund for Development, Arab Fund for Economic and Social Development, Abu 

Dhabi Fund for Development, OPEC Fund for International Development, Kuwait Fund for Arab Economic 
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to facilitate the pooling of resources and combining of efforts in common member countries. 
While respecting the differences in individual strategies and policies, the Group succeeded to 
achieve better operational efficiency through harmonizing technical procedures, such as various 
types of engineering consultancy services, procurement procedures, tender and contract 
documents for civil works. Other areas of cooperation in the Coordination Group range from 
project appraisal to post-evaluation, and more recently, discussions have focused on 
simplification and standardization of project supervision and monitoring.      
 

The experience of IsDB in harmonization activities dates back to 1991 when we 
supported the establishment of the Accounting and Audit Organization for Islamic Financial 
Institutions (AAOIFI) in 1991. The need for such an effort emerged from the need to harmonize 
accounting standards amongst stakeholders in the Islamic banking industry so as to instill good 
governance and bring about transparency to highest professional standards. The AAOIFI 
embarked on the codification of accounting principles for the whole range of Islamic banking 
activities. It is an institutional arrangement for self-regulating the financial reporting of Islamic 
banks and financial institutions as well as the auditing practices of their external auditor. The 
AAOIFI is also cooperating with the IMF, the Basle Committee and major international rating 
agencies in an effort to develop internationally recognized accounting and auditing standards for 
Islamic banking. More recently, in order to further activate and stimulate coordination among 
Islamic banks and financial institutions, the IsDB has played a leading role in the establishment 
of the General Council of Islamic Banks and Financial Institutions in 1999.  
  

Furthermore, in order to ensure the success and expansion of Islamic banks in the global 
environment, the IsDB is playing a leading role in the current wide-ranging consultative process 
among concerned stakeholders to set internationally acceptable and codified prudential 
framework for the Islamic banking industry. In this regard, a standard-setting regulatory 
institution for Islamic banks, called Islamic Financial Services Organization (IFSO), is been 
conceived with the help of some central banks and other institutions, namely IMF and AAOIFI. 
It is expected that IFSO will help in developing internationally acceptable standards, such as 
prudential regulations and supervision standards, in key areas of the Islamic banking industry. 
Obviously, development of regulatory standards for Islamic banks will enhance the confidence 
of market participants and supervisory authorities at the international level. 
 
Anti Money Laundering Action Plan and Fighting Terrorist Financing 
 

Concerning the last item on our agenda, the IsDB is fully aware of the negative impact of 
money laundering and terrorist financing on socio-economic development of its member 
countries. Therefore, it fully supports the efforts for fighting against money laundering and 
terrorist financing. In this regard, while the IsDB feels that multilateral institutions with global 
financial and developmental involvement have a greater role to play in this area, a participatory 
process involving all stakeholders should be adopted in order to achieve better progress in this 
field. This will entail strengthening institutional and human capacities of small MFIs such as the 
IsDB, which stands ready to actively cooperate with the World Bank, IMF and other MFIs with a 
view to deepening the understanding on ways and means to fight money laundering and terrorist 
financing. 

                                                                                                                                                             
Development and Arab Bank for Economic Development in Africa. The major shareholders of these institutions 
are held by the Arab governments.  
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Fighting terrorism is also essential for effective utilization of financial and economic 

assistance in the context of reconstruction efforts in conflict and post-conflict countries. This is 
an area that requires greater debate and discussion with a view to evolve consensus on 
internationally acceptable definition of terrorism and its financing mechanisms. Towards this 
end, international institutions need to develop appropriate and transparent guidelines to curbing 
money laundering and flow of financing to terrorist organizations.  
 

In sum, all the items on the agenda are important for the IsDB and its member countries 
and have provided the opportunity for all concerned to share experience and to further coordinate 
efforts among development partners in order to reduce poverty in all countries and ensure 
education for all. The IsDB is confident that the discussion in the 65th Meeting of the 
Development Committee will contribute to enhancing the effectiveness as well as reducing the 
transaction costs of development assistance, particularly for least developed countries. 
 
 
Statement by Mr. Y. Seyyid Abdulai, Director-General, OPEC Fund 
 

Among other issues, this 65th meeting of the Development Committee will discuss 
Development Effectiveness, Partnerships and Challenges for the Future.  The topic underlines a 
need to renew impetus toward fostering partnerships for development and enhancing the 
effectiveness of development assistance to address present and future challenges. 
 

The challenges of the 21st century are daunting indeed.  They include poverty, 
environmental degradation, the spread of epidemics, such as HIV/AIDS, and other scourges of 
which this Committee needs no reminder.  We also face a widening gap between rich and poor, 
both within and among nations, and dramatic changes in lifestyles, work processes, the job 
market and inter-state relations.  
 

In the specific area of development cooperation, however, it does appear that agreement 
is underway regarding parameters necessary to move the development process forward.  It is 
agreed that more needs to be done by various partners to try to reach a higher level of ODA, to 
enable the more necessitous countries lift greater numbers of people out of crushing poverty.  
When people do not have a stake in an edifice we hold dear, they are clearly less likely to join in 
efforts to uphold such edifice.   
 

We equally are united in sanctioning the growing shift away from donor-driven 
development policies toward participatory development processes and procedures.  Increasingly, 
sound, transparent and dedicated governments are now fulfilling relevant conditionalities for 
development assistance.  
 

A new paradigm has also emerged, where partnerships have come to play a central role in 
complex development cooperation issues.  These are issues that cannot be solved single-
handedly by individual countries or regional or multilateral institutions, but which, rather, 
require a long-term strategic and structural response in concerted action with all stakeholders 
involved at the local, national, regional and multilateral levels.  Partnerships for development, 
thus, could be at the multilateral level; at the North-South level; or among and within developing 
countries themselves.   
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Efforts to foster partnerships at these various levels are continuing.  Recent contributions 
ad hoc have come at a string of multilateral and bilateral conferences since the start of the new 
millennium.  Among others, the United Nations Millennium Summit in September 2000; the 
Fourth Ministerial Conference of the World Trade Organization (WTO), Qatar, in November 
2001; the UN Conference on the Least Developed Countries (LDC III), Brussels, Belgium in 
May 2001; and the Financing for Development International Conference (FfD), Monterrey, 
Mexico, in March 2002, all sought, in various ways to accelerate, create and endorse 
partnerships.   
 

• The UN Millennium Summit, the largest gathering of world leaders ever, adopted the 
Millennium Declaration, an ambitious manifesto which set out a number of key 
development goals for the international community to reach by 2015 in education, health, 
environmental sustainability and poverty reduction.  Collectively, these objectives aim at 
breaking the cycle of poverty and reaching targets in partnership -- a process that now 
stands at the center of the ongoing development debate.   

 
• The Doha Conference launched a new round of trade negotiations that accommodates the 

needs and concerns of both the developed and the developing countries.  The Conference 
adopted a new Work Program, which Ministers called “broad and balanced,” and which, 
over the next few years, could pave the way for freer trade in goods and services, while 
reflecting the interests of poor countries.   

 
• For its part, FfD and its resultant Monterrey Consensus aimed at mobilizing resources for 

development by strengthening partnerships among global players in both North and 
South.  World leaders committed themselves to sound policies, good governance at all 
levels, the rule of law, mobilizing domestic resources, attracting international flows, 
promoting international trade (as an engine of growth), increasing international financial 
and technical co-operation for development, and targeting sustainable debt financing and 
debt relief.  

 
These global meetings demonstrated the shared commitment of the international community to 
fighting poverty by fostering partnerships for development, by filling organizational gaps, by 
mobilizing resources and by pursuing the common vision of a more equitable, just and inclusive 
world order.    
 

The goal of partnerships for development was also in evidence in the June 2000, Cotonou 
Agreement between the 15-member European Union and the 71-nation African, Caribbean and 
Pacific (ACP) group of countries.  Besides economic and commercial dimensions, the 
agreement, the successor document to the Lomé Conventions, marked a movement away from a 
relationship of aid dependency and entitlement, to a relationship of equal partners, with mutual 
rights and responsibilities.  In 2001, a New Partnership for Africa’s Development (NEPAD) 
emerged to give a holistic, comprehensive and strategic framework to Africa’s aims and 
aspirations regarding home-grown (but externally-supported) development.   
 

With the adoption of NEPAD, African leaders made “a pledge based on a common vision 
and a firm and shared conviction that they have a pressing duty to eradicate poverty and to place 
their countries on a path of sustainable growth and development and, at the same time, 
participate actively in the world economy and body politics.”  They assumed responsibility for 
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regional cooperation and the coordination of matters of political and economic governance.  
They undertook to create the necessary conditions for sustainable development by ending 
conflict, strengthening economic and political governance and fostering regional integration.  
NEPAD offers a historic opportunity for a new partnership between Africa and the international 
community (especially the industrialized countries), based on mutual interest and benefits, 
shared commitments, obligations and binding agreements.24  
 

Further to the trend toward effective partnerships for development between North and 
South, calls have been made for the establishment of a Group of 16 (G-16).  The G-16 will 
comprise members of the G-8 (Britain, Canada, France, Germany, Italy, Japan, Russia and the 
US) plus eight countries from the developing world, including the four core members, Brazil, 
India, South Korea and South Africa.  The main function of the G-16 will be to allow for shared 
stewardship between rich and poor nations in calming distressed financial markets where and 
when needed.  These and related proposals for the establishment of North-South partnerships 
based on mutual interests, rights and obligations are worth considering further. 
 

At the OPEC Fund for International Development, our primary focus has been on South-
South cooperation, particularly in the economic and technical fields.  Established in 1976, by 
member states of the Organization of the Petroleum Exporting Countries (OPEC), the OPEC 
Fund was mandated to promote cooperation between OPEC member countries and other 
developing countries, in expression of South-South solidarity, and to help particularly the poorer, 
low-income countries in pursuit of social and economic advancement.  More recently, the Fund 
has worked to strengthen strategic partnerships with like-minded groups, notably organs and 
agencies of the United Nations System, the Bretton-Woods institutions, sister-development 
organizations of OPEC countries, the G-24 and the G-77. 
 

Beyond partnerships at North-South, regional and institutional levels, Civil Society 
Organizations (CSOs) offer another possibility, the effectiveness of which is now beyond doubt.  
CSOs work at the central, community and local levels and have become, for many, indispensable 
for the achievement of the UN millennium goals. 
 

Experience has shown that countries can reduce poverty faster, when they empower and 
invest in poor people; and CSOs, simply defined, are organized groupings of local peoples.  They 
can work in effective partnership with government toward common development goals; they can 
act as agents in broadening popular support for development activities by building awareness, 
creating ownership and commitment, and by mobilizing support from stakeholders and the 
public at large.  CSOs also assist in creating organizational capacity, in providing leadership and 
improving residents’ access to health, education, social services and protection, consumer goods 
and other resources.  They help to build a diversified economic base, through the development of 
micro-enterprises that can bring disadvantaged individuals into the economic mainstream. Means 
to foster effective partnerships for development between the state and CSOs through 
empowerment and human and institutional capacity building should be further explored.  
 

                                                 
24  It has been estimated that in order to reduce by half the proportion of Africans living in poverty by the year 2015, US$64 

billion  (or 12 percent of Africa’s GDP) would be required annually. International support to fill this resource gap is 
actively sought. The G-8 has placed the NEPAD initiative on the agenda of its forthcoming, June 2002 Summit in 
Canada. 
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With the case for partnerships at all levels fully established and endorsed, the need 
remains to make these partnerships work effectively to the benefit of the more needy countries, 
and also lend support to efforts at making the world a less hostile environment for their 
development.  Still, there must be greater participation by the developing countries in global 
decision-making processes and procedures.  We need to heed their calls for more transparency 
and improved governance at the level of multilateral financial institutions. 
 

Greater resources, including private capital flows, would need to be mobilized for 
development through various channels.25  With 2.5 billion of the world’s poor lacking access to 
modern energy supplies, private funding will be particularly required in infrastructure expansion, 
modernization, education and health.  Countries are especially keen on attracting foreign direct 
investment, which has proven to be the most stable of all private capital flows, and which is 
particularly conducive to the transfer of capital, technology and knowledge.  Thus, sustaining 
both higher and more stable, private financial flows to developing countries and countries in 
transition remains a matter of great relevance and importance.   
 

The requirements or “conditionalities” for such sustainment will encompass the 
promotion of public/private partnerships; the creation of the necessary domestic and international 
enabling environment (to facilitate private capital flows) and the improvement of transparency 
and information about financial flows in both source and destination countries.  Additionally, 
measures would have to be taken to mitigate the impact of excessive volatility of short-term 
capital flows, and to rectify structural imbalances and systemic problems in the world economic 
and financial systems.   
 

Yet other specific areas of concern where developing countries would like to see 
accelerated progress include: 
 

• The liberalization of trade (an engine of growth) - in particular, market access in 
products and commodities in which the developing countries have a comparative 
advantage, such as agriculture and textiles; 

• Enhanced debt relief, where sustained efforts are required to ease a growing burden 
on the poorer countries;  

• Increased official development assistance (ODA); and 
• Assistance from developed countries to protect the financial resources of developing 

countries.  In particular, resources that are transferred – through illicit collusion 
among individuals in developed and developing countries – to foreign accounts. Such 
practice deprives poor countries of the means to advance their development goals. 
Recent events, however, have shown that when the will to act is present, such 
misappropriated resources can be identified. Action on this front will test the 
commitment of the developed world to fight corruption at every level. This would 
represent an important step towards improving living conditions among the poor and 
ensuring a safer world.  

 

                                                 
25  According to recent estimates, about U$100 billion will be required each year to meet the millennium declaration goals – 

about twice the amount currently available in the form of official development assistance (ODA).    The mass-
mobilization of human and financial resources from all partners and relevant actors and from all possible sources is 
urgently required if we are to meet the development targets in full and on time. 
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It must be noted that some steps to boost ODA were taken at FfD in March 200226.  At 
the Conference, members of the European Union (EU) declared their intention to increase their 
development assistance by US$4 billion a year by 2006, so as to reach an average of 0.39 percent 
of GNP; a significant step towards the UN target.  Also, the United States pledged US$5 billion, 
over a three-year period starting 2004, to a “millennium challenge account.”  But the amounts 
pledged at FfD are, definitely, not quite sufficient to cover the total cost of attaining the poverty 
alleviation and related millennium goals set for 2015.   
 

With regard to external debt, the burden continues to cripple developing-country efforts 
to combat poverty and attain the millennium goals.  Although implementation of the enhanced 
HIPC Initiative is ongoing, continued progress towards finding durable solutions to the problem 
is not assured.  Further reducing or even canceling parts of the external debt of the HIPCs would 
release resources that could then be directed toward financing basic and urgent needs in these 
poor countries, and remains a matter of utmost priority.  Speedy, effective and full 
implementation of the enhanced HIPC initiative, therefore, is critical.  The OPEC Fund is an 
active participant in the HIPC Initiative.  The Fund has delivered its share of the debt relief, and 
stands ready to continue to contribute whenever further calls are made. 
 

Liberalization of trade, particularly in agriculture, is equally of vital importance to 
developing countries.  It is necessary to reconsider the agricultural subsidies currently provided 
to support farmers in the developed world, which, according to recent estimates and along with 
other support mechanisms, amount to more than US$300 billion annually, or about six times the 
level of resources currently made available for ODA. 
 

Agriculture is another important sector for reducing poverty in much of the developing 
world.  Nearly 50 developing economies depend on agriculture for more than one-third of export 
earnings, and almost 40 rely on it for more than half. Raising farm productivity, therefore, holds 
the key not only to improving rural living standards, but also to creating employment, and to 
building the basis for urbanization in the developing countries.  

 
A renewed focus on trade liberalization in agriculture, thus, is urgently required.  True 

partnerships for development are possible only if all parties are genuinely committed to attaining 
the millennium goals by taking concrete steps to tackle policy issues that are of vital importance 
to the developing world.  This commitment, in particular the willingness of industrialized 
countries to make concessions, will be severely tested during the forthcoming WTO round on 

                                                 
26  As the Development Committee is aware, ODA declined steadily through the 1990s.  In 2000, only five of the 

23-member Development Assistance Committee of the Organization of Economic Co-operation and 
Development (DAC/OECD) reached the target of 0.7 percent of GNP (Denmark, the Netherlands, Sweden, 
Norway, and Luxembourg).  Today, we register a deplorable 0.25 percent of GNP from the industrialized 
world earmarked for development purposes, with a rather inequitable distribution among countries and 
regions.  At the same time, there continues to be a diversion of resources for development away from LDCs 
to transition economies. 

 
Clearly, the situation is not sustainable, if we truly wish to meet the millennium goals.  If developing 
countries adopt sound governance and market-oriented policies, fight corruption and respect human rights and 
the rule of law, such performance needs be “rewarded” in the form of greater resources for development.  We 
should work towards a commitment of industrialized countries – both individually and collectively – to a 
gradual increase of ODA to at least 0.5 percent of GNP over the next five years. 
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liberalization of trade in agriculture.  As this Committee is aware, Ministers assembled at the 
Fourth Ministerial Conference in Doha, promised to launch a new “Development Round” of 
trade negotiations. They would do well to follow through on this promise and on other 
commitments they made in Doha.  

 
In conclusion, while we plead for greater exertion on the part of those in a position to do 

more, we must also look at the other side of the balance sheet, if only to take stock of what has 
thus far been accomplished: In the developing world, we are informed, economic and human 
development has made significant gains in the second half of the 20th century.  Average life 
expectancy has risen by 20 years since 1960; illiteracy rates have been halved since 1970; health 
and sanitation services have improved; and the number of countries able to meet daily per capita 
calorie requirements has doubled from about 25 to 50.  Even though progress has not been even, 
and disparities are wider than ever, the tale-of-the-tape still shows global progress of sorts.  
Certainly, much remains to be done, with an estimated 1.2 billion people living on less than 
US$1 a day; and more than 50 percent of the populations in the South lives on less than US$2 
per day.  
 

Nevertheless, there is no doubt that development assistance is beneficial to development, 
and that it could accomplish even more, if only there were more of it, preferably in untied form.  
The April 2001 DAC Recommendation to untie ODA to LDCs is to be recalled and welcomed in 
this regard.   
 

The renewed focus on sound governance, as part of the new spirit of partnerships for 
development, has helped improving the effectiveness of aid.  Aid can be much better directed at 
building the capacity of well-run countries to manage their socio-economic performance, rather 
than being allocated on the basis of geo-political considerations.  Greater commitment to 
development projects and programs aimed at achieving the millennium targets will enhance 
national ownership of the activities of development agencies, which is an important factor in 
ensuring the success or failure of development co-operation efforts.   
 

We must strengthen institutions and instruments for development co-operation.  While 
fostering partnerships, we would need to work on coherence and collaboration among 
development agencies, and to broaden the constituency basis for development.  We would need 
to strengthen collaboration with CSOs, which act as intermediaries in project identification, 
formulation and implementation, and ensure that development assistance is tailor-made to local 
needs and priorities.  In their own way, they seek to ensure effective service delivery. 
 

Again, this renewed focus on partnerships for economic growth and sustainable 
development (based on mutual rights and obligations) is an encouraging trend to be welcomed as 
a positive step on the path to more effective forms of global governance.  Let us seize the 
moment and continue our common quest for genuine and lasting partnerships for development, 
which hold the promise of a better world for all. 
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Statement by Mr. Nitin Desai, Under Secretary-General for Economic and Social Affairs 
(United Nations) 
 

From Monterrey to Johannesburg 
 

On behalf of the Secretary-General of the United Nations, I would like to express our 
appreciation to both the staff and the Executive Boards of both the World Bank and the IMF for 
their very constructive contribution to the success achieved at the International Conference in 
Monterrey.   The United Nations is also grateful to the Development Committee for including the 
implementation of the Monterrey Consensus and the preparations for the World Summit for 
Sustainable Development (WSSD) on its agenda for this meeting and to the Bank and Fund staff 
for the useful documentation they have prepared for the Committee. As a contribution to the 
discussions in the Committee on this subject, this statement is intended to identify ways in which 
WSSD can take forward and build upon the accomplishments of both Doha and Monterrey. 
 
A New Global Partnership for Development   
 

Building on the foundations provided by the Millennium Declaration, the past six months 
have witnessed the evolution of a new approach to multilateralism in which all parties have 
shown a greater willingness to take into account the views of others.  At Doha last November, 
Governments agreed to launch a new “development” round of global trade negotiations that will 
give particular attention to the difficulties that confront developing countries in international 
trade.  This action was not only a recognition of the crucial role of trade in development, but also 
a reaffirmation of the international community’s belief in a multilateral approach on such matters 
and of the collective commitment to the multilateral trading system itself.  Reinforcing this new 
appreciation of the linkages between trade and development, much attention at Monterrey was 
devoted to the negative consequences of protectionism and subsidies in developed countries for 
the development possibilities of the developing countries.   In the months ahead, the new spirit of 
multilateralism must be brought to bear on this long-standing problem. 
 

The International Conference on Financing for Development in Monterrey, Mexico last 
month marked a further turning point in the international community’s approach to development.  
The “Monterrey Consensus” embodies a new spirit of partnership and mutual obligations 
between developed and developing countries in the macroeconomic and financial areas.   It 
reaffirms the full acceptance by developing countries of their responsibility for their own 
development and places a strong onus on them to pursue development-friendly domestic policies 
and institutional arrangements; this brightens the prospect of increased financial resources being 
mobilized from domestic sources.  In response, it calls for actions by the developed countries in 
the areas of trade, aid, debt and global governance.  In addition to the concrete announcements 
by the European Union and the United States regarding increases in ODA, the Conference 
freshened the debate on aid and development.  It also strengthened the commitment to achieve 
meaningful results in the Doha work program.  
 

The task of WSSD will be to maintain the momentum generated by Doha and Monterrey 
and to build on the agreements they embodied regarding the macroeconomic policies and 
measures.   Agenda 21 provided a policy framework for sustainable development but there is 
widespread disappointment that this has not been translated into plans and programs.  Progress 
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can be made both by deciding on specific actions to be taken to implement Agenda 21 and by 
continuing discussions on a number of items of “unfinished business” from Monterrey.   While 
the potential agenda for WSSD is very broad, attention could be focused on areas where concrete 
outcomes are not only desirable but also feasible.  A first priority should be to specify programs 
and activities for implementation in the developing countries, some of which could utilize the 
additional resources expected to materialize as a result of the Financing for Development 
Conference.  However, there are also actions that have to be taken by the developed countries, 
both to ensure their own sustainable development and to ensure their development does not 
hamper the development efforts of others.  WSSD provides an opportunity to take some major 
steps towards implementation by agreeing on plans and programs that not only utilize existing 
resources but also make use of the additional resources that will be forthcoming as a result of 
Monterey and are sufficiently appealing to attract new and additional resources.  The opportunity 
that WSSD provides to fill the existing “implementation vacuum” should not be squandered.   
 

Some areas for attention in the preparations for WSSD: 
 

 Sustainable Development and Poverty Reduction 
 

Many programs in the areas of health, water and sanitation, energy and natural resources are 
not only priority areas of the sustainable development agenda but also indispensable dimensions 
of the war on poverty.  One goal of WSSD should be to agree on actions to achieve measurable 
progress in each of these areas.  

 
 In some cases, such as the use of natural resources, this is likely to require some new 

thinking on ways to reconcile the need for development and poverty reduction with the need for 
sustainability.  This is a matter for considerable concern in some quarters and has resulted in a 
substantial decline in funding, particularly ODA, for resource-based activities.  However, it 
needs to be asked whether it is realistic to expect that the global development goals and targets 
that have been agreed upon over the past decade can be achieved without greater, but fully 
responsible, use being made of the world’s natural resources.   
 
Long-term Financing for Sustainable Development 
  

The Monterrey Consensus gave considerable attention to national financial sector 
development and the mobilization of domestic financial resources.  At Johannesburg, this could 
be carried forward by considering domestic financing arrangements for sustainable development 
at the national level.  Many of these activities, such as forestry development and soil 
conservation, are long-term in nature and therefore require long-term financing; while of 
communal benefit, they are likely to yield relatively low annual financial rates of return, making 
them an unattractive proposition for the type of private sector financing arrangements that 
received attention among the domestic policy issues addressed in the Monterrey Consensus.  In 
the absence of acceptable financing arrangements, such activities are unlikely to be implemented, 
regardless of their priority in Agenda 21.  One concrete task for WSSD could be to identify 
financing mechanisms and arrangements to address such sustainable development needs. 
 
Global Public Goods and their Financing 
 

Although there was considerable discussion of global public goods (GPGs) and their 
financing during the FfD preparatory period (including in the Development Committee), there 
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was insufficient agreement on this matter for it to be addressed in the Monterrey Consensus.  As 
yet, there is no clear or universally accepted definition of GPGs.  This matter is particularly 
pertinent to WSSD because many sustainable development activities are considered to be GPGs. 

 
While these questions will not be resolved at WSSD, Johannesburg provides another 

opportunity to move the discussion forward.  There is need for a common global understanding 
about the nature and properties of GPGs; on that basis, discussions can proceed about the 
institutional and financing arrangements that might be used to ensure that they are provided and 
distributed adequately.    

 
As part of this discussion, WSSD could advance agreement on future financing 

arrangements for a number of arrangements that are generally considered to be GPGs.  One is the 
Global Environment Fund (GEF), which finances activities where the externalities involved are 
such that the required activities will not be adequately funded if we rely only on individual 
countries.  For the immediate future, GEF is already in urgent need of significant replenishment 
if it is to fulfill its prescribed functions; resolution of this matter should be an immediate and 
concrete deliverable for Johannesburg. 

 
  Other such arrangements that are in need of agreement on funding include the global 

conventions that emanated from Agenda 21, namely the Climate Change Convention, the 
Convention on Biodiversity and the Desertification Convention.  There is a need for a systematic 
consideration of the modalities for the long-term financing of each of these Conventions.  In 
addition, it is necessary to agree on future funding arrangements for UNEP.  Concrete decisions 
on all these issues at WSSD would constitute important progress towards the implementation of 
the international community’s sustainable development agenda. 
 
Subsidies in Developed Countries 
 

Despite the espousal of free market principles, public subsidies to private sector activities 
continue to be a major feature of most developed countries.  In addition to the economic 
distortions and inefficiencies that they introduce, many of them – and most particularly in 
agriculture - have perverse sustainability effects.  The consequences of these subsidies for 
international trade are on the agenda for WTO’s forthcoming development round and WSSD 
should not duplicate the work to be undertaken in that context.  However, WTO’s resolution of 
this matter could be accelerated and made sounder by some progress in Johannesburg.  In 
addition to the multilateral WTO framework, countries could re-evaluate the need for these 
subsidies from a sustainable development perspective and consider what actions they could take 
individually as a contribution to the implementation of the international community’s sustainable 
development agenda. 

 
Strengthening Institutional Cooperation for Sustainable Development 
 
 One of the recognized successes of the Financing for Development process and of the 
Conference itself was the strengthened relationship between the United Nations and the Bretton 
Woods institutions at the intergovernmental and also the secretariat levels.   The relationship 
moved beyond passive information sharing to an active effort to develop synergies.  
Corresponding progress must be achieved in the preparations for and outcome of WSSD.   We 
therefore welcome the Development Committee’s deliberations on WSSD and look forward to 
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learning of its suggestions as to how it wishes the Bank and the Fund to engage in the on-going 
preparations, as well as in the Conference itself. 
 
 
Statement by Mr. Rubens Ricupero, Secretary General, United Nations Commission on 
Trade and Development (UNCTAD) 
 

Despite a sharp slowdown in 2001, the world economy has defied predictions of a deep 
recession following the events of 11 September.  Timely policy efforts in some developed and 
developing countries have helped bring stability.  However, with much still riding on the 
performance of the United States economy, more balanced and sustainable global growth looks 
elusive.  Without a strong demand stimulus from all the major industrial countries, recovery may 
remain weak and unbalanced, making it difficult for developing countries to attain their growth 
and development goals.  

 
2001 was a difficult year for the world economy.  The downside effects of the high-tech 

cycle eventually tipped the United States economy into recession in the course of last year, and 
the belief that the Euro area would be immune to slowdown across the Atlantic proved 
unfounded.  The global slowdown also upset the nascent recovery in Japan, sending the economy 
back into recession and unemployment to post-war highs.   

 
Developing countries very quickly felt the impact of the slowdown in the major industrial 

countries, with their overall growth dropping to about 2 percent in 2001 from about 5.5 percent 
in the previous year.  East Asia led the downswing, with several countries experiencing a return 
to recession conditions in 2001.  Latin America followed, with a marked slowdown in some of 
the largest economies, notably Brazil and Mexico, and an intensification of the recession in 
Argentina.  Growth in Africa has remained steady, but at a level that barely matches the rate of 
population growth.  Only China and India, two big economies that depend less on foreign trade, 
have escaped the downward pressure from world markets.   

 
In today’s increasingly interdependent world, developing countries, it would seem, are 

more vulnerable than in the past to external disturbances.  International trade has been one 
important channel for transmitting the slowdown in the industrial countries.  After growing by 14 
percent in 2000, export volumes for developing countries grew less than 1 percent in 2001, with 
all major regions experiencing a sharp slowdown.  Many developing countries in East Asia have 
seen sharp drops in their export earnings from such products as electronics, where they have 
expanded capacity in recent years.  In most regions, slower growth in export volumes has been 
compounded by lower commodity prices.   

 
Uncertainty surrounding emerging market prospects has left private international capital 

flows to developing countries well below the pre-1997 levels, and only FDI has remained 
buoyant, albeit skewed towards a small number of locations.  The expectation that economic 
slowdown and looser monetary policy in the industrial countries would trigger capital flows to 
developing countries, as was the case in the early 1990s, has proved false.  Rather, increased risk 
aversion and liquidity preference have led to a flight to safety and added to the strength of the 
dollar.  While domestic economic difficulties no doubt played a key role in the outbreak of a new 
round of financial crises in Argentina and Turkey, external factors also contributed: not only the 
slowdown in industrial countries but also the strength of the dollar weakened trade performance 
in these countries owing to links between their currencies and the dollar. 
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Despite the concerted response by the world’s most important central banks following the 

events of 11 September, only in the United States has policy been consistently focused on 
attaining a rapid recovery by reviving domestic spending.  Economic performance in the Euro 
area and Japan, by contrast, has continued to depend on expansion of foreign demand.  Many of 
the East Asian developing countries with relatively favorable external payments positions have 
sought to mobilize domestic sources of growth through expansionary macroeconomic policies 
and have attained some recovery in the latter part of 2001.  However, most developing countries, 
notably in Latin America and Africa, have had little room to expand domestic demand because 
of tighter external constraints due to falling export earnings and private capital inflows.  

 
There were widespread expectations that a positive outcome in Doha would help 

accelerate economic recovery and expansion of trade by raising business and household 
confidence.  The agreement reached did cover a comprehensive program of work, defined partly 
as a response to the need to rebalance the rules of the trading system so as to alleviate the 
problems encountered by developing countries, and partly as a response to the need to bring 
greater consistency between the macroeconomic and development dimensions of trade.  Further 
favorable effects depend on the eventual outcome of the negotiations.  Moreover, the agreement 
in Doha has not prevented the emergence of new frictions in the trading system, as the 
combination of economic slowdown, the strength of the dollar, and large and persistent trade 
imbalances have provided humus to renewed protectionist pressures.    

 
Global prospects hinge crucially on policy actions designed to restore strong recovery in 

private spending in the leading industrial economies.  The United States has taken the boldest 
measures, with a series of expansionary fiscal and monetary actions that were accelerated after 
11 September.  Still, the legacy of indebtedness created during the boom years may prove 
difficult to shake off, and there is uncertainty surrounding the strength of the country’s recovery.  
In Europe, the Stability and Growth Pact has led to the pursuit of budget deficit targets with 
insufficient regard to countries’ cyclical positions, and monetary policy has remained focused 
primarily on inflation.  While a weak Euro has helped to sustain foreign demand, monetary 
policy in the Euro area has been restrictive in terms of the contribution of the region to global 
demand.  Absent a strong domestic demand-led recovery, it seems unlikely that Europe will take 
the lead from the United States in pulling the world economy back to faster growth.  There are 
few signs of a quick turnaround for Japan, where policy options are heavily circumscribed by 
structural weaknesses. 

 
An orderly transition to a world where all the leading economies are pulling forcefully in 

the same direction is further complicated by the uncertainty surrounding exchange rate 
misalignments and by large and persistent trade imbalances.   The strength of the dollar has 
reached, in real effective terms, the levels observed in the mid-1980s before the Plaza agreement 
to bring an orderly devaluation.  It has been adding to global imbalances resulting from 
disparities in demand creation among the major industrial countries.  If an increasing number of 
countries seek to depreciate their currencies against the dollar as part of their attempts to get out 
of the recession, the eventual correction needed for the dollar could become very large, creating 
a risk of sharp swings in major exchange rates with attendant consequences for financial stability 
and economic growth in developing countries.  Avoiding such a risk requires a better balance in 
the contribution of major industrial countries to global demand, with Europe in particular taking 
greater responsibility.  
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Past experience suggests that growth in the industrial world needs to reach about 3 
percent in order to support a vigorous increase in employment and income in developing 
countries.  On current trends and policies this is unlikely to happen in the near future.  The 
context of slow and volatile growth, currency misalignments, and trade imbalances may also 
undermine efforts to improve market access for the exports of developing countries. 

 
It may thus be necessary to reorient macroeconomic and structural policies in the 

industrial countries, particularly outside the United States, so as to bring a faster and more 
balanced growth in the world economy.  Improved market opportunities could provide a useful 
boost to activity in developing countries, and increased use of regional trade and financing 
mechanisms could provide relief from external constraints and protection against financial 
instability.  The continuing need of a large number of developing countries for substantial 
official financial support to protect them from the effects of the difficult external economic 
environment should not be forgotten. 

 
Recent experience has also raised questions, particularly from developing countries, 

about the effectiveness of current multilateral economic arrangements and the need for reforms 
to bring back a greater degree of coherence: 

 
• Initiatives taken to reform the international financial architecture since the outbreak of the 

Asian crisis have not been very effective in preventing a new round of financial crises in 
emerging markets.  Lack of arrangements for orderly debt workout procedures continues 
to create difficulties and uncertainties in the resolution of international debt crises.  These 
point to the need to reconsider and reassess the reform process now under way.  
 

• The tightened external payments constraint on developing countries resulting from the 
recent downturn in the world economy and from the pro-cyclical behavior of financial 
markets raises the question of the adequacy of multilateral arrangements for the provision 
of official balance-of-payments financing. 
 

• The question of stability and appropriate alignment of exchange rates among the G-3  
currencies remains unresolved, so that large swings continue to pose a potential threat to 
global financial stability and the international trading system.   
 

• Notwithstanding the concerted monetary policy response to 11 September, there has been 
little coordination of macroeconomic policies among the major industrial countries to 
provide the basis for a rapid and balanced expansion of global demand and to avert the 
build-up of further trade imbalances and protectionist pressures. 
 

• While the Doha meeting acknowledged many of the concerns of developing countries 
first expressed in Seattle, there are considerable uncertainties surrounding the efforts at 
translating the expanded negotiation agenda into a genuine development agenda. 
 
The goal of reform should be to ensure that current arrangements in the different 

economic spheres of trade, finance, debt, investment, and technology mutually reinforce each 
other in support of equitable, rapid and sustainable growth and development.  In a world of 
increased interdependence, no country can put its house in order regardless of the conditions 
prevailing in its external economic environment.  This is true not only for developing countries, 
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with their well-known weaknesses in absorbing external shocks, but also for the most powerful 
industrial economies. 
 
 
Statement by Mr. Mike Moore, Director-General, World Trade Organization (WTO) 
 

As you know, the highly successful Ministerial Conference of the WTO in Doha last 
November was not just the long awaited signal to launch a new round of multilateral trade 
negotiations but the launch of the first WTO Round to have development concerns at their core.  
 

The Doha Development Agenda is now well underway.  In January of this year, the 
Trade Negotiations Committee put in place the negotiating structure and elected the WTO 
Director-General as its Chair. Recently, negotiators in agriculture, a sector that accounts for the 
bulk of developing country exports, agreed to a schedule to adopt key principles to reach a deal 
by next March.  Work programs and working groups directly addressing developing country 
concerns have been established and begun preliminary work.  Issues related to difficulties in 
implementing Uruguay Round commitments, which have been a high priority for many 
developing countries, have either been resolved by the “Decision on Implementation-related 
Issues and Concerns” adopted at Doha, or incorporated into the work programs of WTO 
negotiating groups and standing bodies which will report to the TNC by the end of this year for 
“appropriate action”.  

 
There is a growing sense of momentum in the WTO and we are on track towards 

completion of the agenda by 1 January 2005.  Our first stop will be Mexico for the Fifth 
Ministerial in the second half of 2003 at which time we expect to be able to report substantial 
progress.  

 
The success of the Doha Agenda will hinge on the ability of all countries to participate 

fully in the process. Both at Doha and more recently in Monterrey, governments underlined the 
importance of trade-related technical assistance if developing countries and least developed 
countries are to implement WTO rules and obligations, to participate effectively in the 
negotiations and to benefit from the open, rules-based multilateral trading system. 
 

In March of this year, WTO Members, generously and well in excess of expectations, 
pledged nearly US$20 million to support the Doha Development Agenda Global Trust Fund 
which will finance the delivery of WTO-related technical assistance on an unprecedented scale.  
Efficiency in its delivery by the WTO and its partners will be monitored by a WTO “clearing-
house”.  

 
In Geneva, we have doubled the capacity of our WTO Training Institute for trade 

officials; a project to set up similar courses in host countries is underway. 
 
In Monterrey, I had the satisfaction of seeing governments reiterate the call, inscribed in 

the Doha Ministerial Declaration, that developed countries, who have not yet done so, commit to 
the objective of duty and quota-free access for the exports of least developed countries. This 
would give full expression to the Program of Action adopted in Brussels last year. 

It is heartening to see that our partner organizations are devoting more attention and 
resources to trade-related issues, by mainstreaming trade into development.  I welcome the way 
trade liberalization measures have been slotted into the IMF-World Bank PRSPs and the 
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improvements to inter-agency cooperation under the Integrated Framework which brings trade 
priorities into LDC’s development plans. 

 
Recent pledges of increased aid will go at least some of the way to helping the poorest 

countries to develop the infrastructure and export capacity to take advantage of the opportunities 
that a successful outcome of the Doha Agenda will produce.  But it is counterproductive, not to 
mention incoherent, to increase expenditures for development assistance while subsidizing 
agriculture in rich countries to the tune of one billion dollars a day. 

 
Full liberalization of merchandise trade and elimination of subsidies could reduce the 

number of poor by 320 million by 2015. In the words of a Pulitzer Prize winning author, “the 
best hope for economic growth everywhere depends on trade expansion and an open world 
economy”. While enhanced trade alone is not sufficient to alleviate poverty and ensure 
development, it is a vital component. Multilateral trade liberalization will make a huge 
contribution to the generation of resources for development. 
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Washington D.C., April 21, 2002 

DEVELOPMENT COMMITTEE COMMUNIQUE 

1. We met today to discuss future challenges for development and an action plan for universal 
primary education. 
 
2. We welcomed the very important progress achieved in the Monterrey Consensus laying out a 
new partnership compact between developed and developing countries, based on mutual 
responsibility and accountability, to achieve measurable improvements in sustainable growth and 
poverty reduction. We recognized the efforts of the World Bank and the IMF, working together 
with the UN, in contributing to this result. We look forward to their continuing collaboration and 
to strengthening this new partnership as we work towards a successful World Summit on 
Sustainable Development. 
 
3. This new partnership for development recognizes that country-owned and driven development 
strategies embodying sound policies and good governance have to be the starting point. Such 
strategies need to be supported by increased and more effective development assistance and by 
greater efforts to integrate developing countries into the global economy. We are committed to 
the implementation of these strategies and partnerships, such as NEPAD, as part of the scaling 
up of activities that is necessary for implementing the Monterrey Consensus and to meet the 
Millennium Development Goals1;  we will regularly review progress at future meetings. We 
welcomed  the pledges made at Monterrey by a number of donors to increase their official 
development assistance.  
 
4. The CDF/PRSP approach is increasingly providing a common foundation for implementing 
the new partnership at the country level. While recognizing that scope for improvement exists, 
we shared the positive assessment of implementation to date, particularly in enhancing 
ownership. We look forward to continued progress in extending the participatory processes for  

                                                 
1  From the U.N. Millennium Declaration, endorsed by Heads of State and Government in the U.N. General 

Assembly on September 8, 2000. 



- 154 - 
 
the elaboration and monitoring of PRSPs, implementing pro-poor growth policies, enhancing 
collaboration to strengthen public expenditure management and to improve poverty and social 
impact analysis; and, amongst multilateral and bilateral development agencies, in better aligning 
their programs with country strategies. 
 
5. We reaffirmed our strong support for the current work program to harmonize operational 
policies and procedures of bilateral and multilateral agencies so as to enhance aid effectiveness 
and efficiency. We committed to further action in streamlining such procedures and requirements 
over the period leading to the high-level forum scheduled for early 2003.  
 
6. Evidence demonstrates that effective assistance in support of good policies and institutions 
can bring important development benefits. More attention should be given to the building of 
institutions and capacities as well as the timing and sequencing of the reform process. We 
underlined the importance of an enhanced focus on results that can be used by countries in 
designing and implementing their strategies, and by donors and development agencies in scaling 
up and allocating their support. We asked the World Bank to report to us at our next meeting on 
its efforts in this respect. We would also welcome a report on efforts underway to engage more 
effectively with weak-performing low-income countries.  
 
7. Economic growth requires a strong and vibrant private sector and an enabling climate that 
encourages investment, entrepreneurship and job creation. However, it is not enough to 
strengthen the private sector in developing countries without further progress in integrating them 
into the global trading system. We thus strongly endorsed the call at Monterrey for coherence 
between development assistance and trade policies. We urged an acceleration of efforts to lower 
trade barriers (including trade distorting subsidies) and we called upon the Bank and others to 
provide more support in helping developing countries address policy, institutional, social and 
infrastructure impediments limiting their ability to share in the benefits of trade.  
 
8. Education is one of the most powerful instruments for reducing poverty. We strongly endorsed 
the action plan presented by the Bank as a basis for reaching international consensus to help 
make primary education a reality for all children by 2015. We appreciated in particular that the 
action plan is consistent with the new partnership for development based on mutual 
responsibility and accountability. We called on the Bank to continue to work in partnership with 
UNESCO and other relevant agencies. We encourage all countries to place education at the heart 
of their poverty reduction strategies, reform their education policies to achieve Universal 
Primary Completion and monitor progress towards the 2015 education goals in line with an 
enhanced focus on results. We committed ourselves to work together in a much more coherent 
way to help bring this about and to provide the necessary additional domestic and external 
resources. The Bank and all other stakeholders should strengthen their efforts to achieve the 
MDG on gender equality in primary and secondary education by 2005. We will review progress 
at our next meeting.  
 
9. We reviewed and welcomed the steady progress that has been made on the HIPC initiative. 
We remain committed to its vigorous implementation and full financing. Our objective remains  
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an early and enduring exit from unsustainable debt for HIPC countries. We noted that within 
existing guidelines, additional relief can be provided at the completion point, on a case-by-case 
basis. Success will require a sustained commitment by HIPC countries to improvements in 
policies and debt management and by the donor community to continue to provide adequate and 
appropriate concessional financing. We will discuss the issue of debt sustainability and, 
consequently, financing and policy implications, at the next meeting. 
 
10. Finally, we reviewed a progress report on anti-money laundering and combating terrorist 
financing. Recognizing the serious risks posed by these activities, we welcomed the action plans 
agreed by the Bank and the Fund and the enhanced collaboration with other institutions. We 
encouraged the Bank and Fund to continue to integrate these issues into their diagnostic work in 
line with their respective mandates, and urged that capacity building assistance be increased so 
that countries could better address these issues.  
 
11. The Committee’s next meeting is scheduled for September in Washington. 
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NOTICE OF MEETING 

 
 The 65th meeting of the Development Committee will be held on Sunday, April 21, 2002, 
commencing at 9:00 a.m. in the Preston Auditorium of the World Bank. 
 

PROVISIONAL AGENDA1 
 

I. Topics for Discussion 
A. Development Effectiveness, Partnership and Challenges for the Future2 
B. Education for Dynamic Economies:  Action Plan3 
 

II. Items for Comment in Circulated Ministerial Statements 
A.  HIPC Progress Report4 
B.  Harmonization of Operational Policies and Procedures – Progress Report5 
C. Anti Money Laundering Action Plan and Fighting Terrorist Financing – Progress 

Report6 
 
III. Other Business7 
 
 
                                                           
1  The President of the World Bank and the Managing Director of the Fund will each provide a 

statement, in advance of the meeting, focused on agenda topics and other items.  A Note on Recent 
Trends in the Transfer of Resources to Developing Countries will provide background information 
relevant to the Committee’s work. Ministers are invited to provide their prepared statements, as far 
in advance of the meeting as possible, for circulation to all delegations. 

 
On this occasion there will be only one session of the Committee – from 9:00 a.m. until 12:30 p.m., 
during which the two agenda items under I. above will be discussed.  There will also be a 
Chairman’s lunch for Members (12:45 p.m. – 2:30 p.m.) in Room MC13-121on the 13th floor of the 
World Bank. 

 
Prepared statements submitted by Members and Observers must be received not later than 24 hours 
in advance of the meeting; these will be printed and circulated upon receipt and available at the 
session. 
 



                                                                                                                                                                                           
It is the intention of the Chairman to write to his Development Committee colleagues prior to the 
meeting suggesting how discussions, particularly under topic I A, might best be organized.  

  
2  Enhancing the effectiveness of development assistance and ensuring resources are available to meet 

the Millennium Development Goals are at the center of the current development debate.  A paper 
entitled Development Effectiveness, Partnership, and Challenges for the Future (which draws 
upon a recent World Bank study on The Role and Effectiveness of Development Assistance) 
identifies a number of key issues.  In addition, a joint IMF/World Bank Review of the Poverty 
Reduction Strategy Paper Approach highlights progress made in developing country-owned 
poverty reduction strategies that would serve as a framework for development assistance. Finally, 
the report on the outcome of the Conference on Financing for Development  (including a Preview 
of the World Summit on Sustainable Development) identifies a broad agenda  for an enhanced 
collaborative approach between the IFI’s, bilateral donors and developing countries.  These 
documents provide the background for a discussion on the lessons learned and the challenges ahead 
for development cooperation. 

 
3  The Committee requested in paragraph 9 of its November 18, 2001, “full consideration of this 

subject at their next meeting”.  The report Education for Dynamic Economies: Action Plan to 
Accelerate Progress Towards Education For All addresses this request.   

 
4  A joint Bank/Fund progress report will be provided on Heavily Indebted Poor Countries 

Initiative:  Status of Implementation. 
 

5  A second progress report on Harmonization of Operational Policies, Procedures and Practices 
will be provided. A progress report on broader aspects related to MDB co-ordination will be 
prepared for the September 2002 Development Committee meeting. 

 
6  The Committee requested in paragraph 4 of its last communiqué, further work by the Bank and the 

Fund in this area. A joint Bank/Fund progress report will be provided. 
 
7  At the Chairman’s lunch for Members, the President and the Managing Director, Mr. Wolfensohn 

will invite Members’ views on a number of major issues facing the World Bank Group.  Members 
will also be asked to approve the Communiqué at the close of the lunch. 
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