
DEVELOPMENT COMMITTEE 
(Joint Ministerial Committee 

of the  
Boards of Governors of the Bank and the Fund 

On the 
Transfer of Real Resources to Developing Countries) 

 
SIXTY-NINTH MEETING  

WASHINGTON, D.C. – APRIL 25, 2004 
 
 

DC/S/2004-0004 
 

April 25, 2004 
 
 

 
 
 
 
 

Statement by  
 

The Honourable Sadakazu Tanigaki 
Minister of Finance 

Japan 
 
 
 
 
 



 

 

 



 

 

Statement by the Hon. Sadakazu Tanigaki, 
Minister of Finance of Japan 

At the 69th Meeting of the World Bank/IMF 
Development Committee 

 
Washington, D.C., April 25, 2004 
 
 
I.  MDG Challenge 
 
In preparation for the comprehensive review of the implementation of the Millennium 
Declaration scheduled for 2005, the international community is now working together in 
achieving the Millennium Development Goals (MDGs). Meeting these goals in the Sub-Sahara 
Africa region and in the area of health and sanitation, in particular, seems at risk. It is essential to 
identify best practices for achieving the MDGs and share and replicate them among developing 
countries and the donor community wherever appropriate. To achieve the MDGs, we believe it is 
more effective to improve the quality of aid by replicating and scaling up best practices on the 
ground, than increasing the volume of aid. Where then can we find the key to success in 
achieving the MDGs? Looking at the best practices in developing countries, we can perhaps say 
that there are three overarching elements that constitute the key in achieving the MDGs.   
 
First, localization of the MDGs and incorporating them in Poverty Reduction Strategy Papers 
(PRSPs). Developing countries vary on many fronts, such as poverty profile, policy and 
institutional environments, and administrative capacity. It is essential therefore for each 
developing country to localize the MDGs according to the circumstances it faces and then to 
formulate its own PRSP which aims at achieving the localized goals. In formulating a PRSP, 
developing countries are expected to prioritize policies, according to their respective fiscal and 
debt constraints, in order to ensure its feasibility. 
 
Second, improvements in policy and institutional environments. There emerges a consensus that 
having good policy and institutional environments is a prerequisite for aid to achieve good 
performance. Each developing country should identify the problems in its policy and institutional 
environments and aim to address them in its own PRSP. Donors including the World Bank, on 
the other hand, should allocate financial resources based on the good policy and institutional 
environments of developing countries or efforts made to improve. To promote all this, we 
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believe that the World Bank’s Country Policy and Institutional Assessment (CPIA) should be 
fully disclosed promptly. 
 
Third, alignment and harmonization of aid. Once a developing country has formulated its own 
PRSP designed to achieve the localized MDGs within the country’s fiscal constraints, it is 
important that the donor community including the International Monetary Fund and the World 
Bank support such a PRSP in a coordinated manner. The donor community should also endeavor 
to reduce transaction costs of aid delivery. Japan has been working on harmonization of lending 
procedures in Vietnam and the Philippines with the World Bank and the Asian Development 
Bank. 
 
What all this suggest is that the key to success lies in whether or not the donor community can 
join hands with a developing country government to support the PRSP as well as programs 
incorporated therein, which reflects the country’s policy and institutional environments. 
Reflecting the voice of developing counties in the implementation of aid is important. Donors are 
also expected to decentralize and transfer competencies to their local offices as much as possible, 
and listen directly to the voice of developing countries.  
 
With regard to the Education for All-Fast Track Initiative (EFA-FTI), for which a progress report 
is submitted to this committee meeting, it is essential to have EFA-FTI coordinated with the 
PRSP of each recipient country. Primary education assistance should be provided in the 
framework of the PRSP, around which donors coordinate their programs. We would like to point 
out that the modality of aid hinges on the circumstances of education development of the 
recipient country. It would be inappropriate to focus only on the financing gap. Rather, we 
should put importance on sharing expertise and replicate best practices of aid coordination. In 
what way can we then share country-specific best practices? 
 
II.  Results-based Management 
 
We think the key to replicating best practices and scaling up development effectiveness lies in 
the results-based management. As was reaffirmed at the recent Round Table in Marrakech, it is 
essential for donors and developing countries to collaborate with each other to ensure whether or 
not expected results have been delivered at each stage of an aid program—from planning to 
implementation, to monitoring, to evaluation—for effective feedback. The whole process would 
prepare the ground for holding all the actors to play their respective roles. 
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The question here is how to measure and monitor results. In recent years, we have learned that 
the “result-chain” leading to the MDGs is multi-dimensional and multi-sectoral. To increase 
literacy rates, for example, increasing the number of teachers is not enough: the electrification 
rate in rural communities may also count. Likewise, to lower infant mortality, increasing the 
number of health clinics is essential, but constructing roads to provide better access to those 
clinics may be equally important. So, when identifying and measuring the expected results at 
each stage of program implementation, it is essential to take into account this multi-dimensional 
results-chain, so that the allocation of resources to sectors other than education and health will 
not be neglected. In this context, we hope that the World Bank will steadily implement its 
Infrastructure Action Plan while paying due consideration to the multi-dimensional and multi-
sectoral results-chain. 
 
Certainly it takes time for such results-based management systems to function on the ground and 
to make a tangible impact on the MDGs. The first thing we need to do is to identify the result-
chain to achieve the MDGs and to devise indicators to measure those results. It is essential for 
the donor community and developing countries to collaborate and to build step by step a realistic 
and reliable framework. On the donors’ side, they should strive to transform their aid 
management systems towards more results-based ones. In this regard, I hope the World Bank’s 
results-based CAS will be put in place in as many countries as possible. 
 
For a results-based management scheme to function, reliable statistics will be indispensable. Yet, 
only a limited number of developing countries are equipped with the capacity to compile the 
statistics needed for results-based management. Against such a backdrop, Japan has made a 
financial contribution to the United Nations’ Millennium Project and is supporting statistics 
compilation capacity building in developing countries through Japanese trust funds at the World 
Bank and the ADB. Furthermore, we will also support human resources development and 
administrative capacity building in the region’s developing countries through the Tokyo 
Development Learning Center to be inaugurated next month in Tokyo. Providing programs for 
capacity building in statistics will be one of a few priority programs. 
 
III.  Debt Sustainability in Low-income Countries 
 
To achieve the MDGs, securing financial flows to low-income countries is also essential, 
together with good policy and institutional environments. Causing a new debt problem as a 
result, however, must be avoided. In this context, we welcome the proposed framework for 
assessing debt sustainability in low-income countries that the International Monetary Fund and 
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the World Bank have jointly compiled. We note that this framework takes into account policy 
and institutional environments, and hope that the framework will be appropriately reflected in the 
lending policies of the International Monetary Fund and the World Bank. Also, in putting the 
framework into operation, we think it necessary to leave some room to maneuver, taking into 
account country-specific factors such as policy and institutional environments, without being too 
mechanical. 
 
Financial resources are necessary to achieve the MDGs, but some countries should refrain from 
excessive borrowing in the context of debt sustainability. For these countries, some argue that 
they should be provided with more grants. While we are not opposed to this opinion, we think it 
is more important to help these countries with debt sustainability problem improve their policy 
and institutional environments through technical assistance and policy dialogue, rather than 
simply adding to the amount of aid, given the fact that grants available to them are very limited. 
Also, in general terms, our view is that lending often leads to the establishment of a the 
governance system through stringent assessment, execution, and monitoring of lending programs 
on both sides of lenders and borrowers, which enhances aid effectiveness. 
 
It should also be noted that low-income countries with heavy debt burdens are often vulnerable 
to exogenous shocks. To date, various means to address exogenous shocks have been studied 
from diversifying the economic structure to mitigating risks through the market instruments 
including purchasing of insurance and utilizing futures options. We do not believe there is any 
short-term panacea, however. Even if it may seem more complicated, we think developing 
countries should work on building a resilient economic structure that can cope with shocks and 
changes. In other words, to overcome exogenous shocks, it is essential to make efforts at 
different dimensions —such as the promotion of direct investments through improvements in the 
investment climate, the promotion of trade, and PRSP-driven improvements in policy and 
institutional environments on the part of developing countries. The international community, on 
the other hand, should join forces to provide continued support to such efforts. 
 
IV.  Support to Post-conflict Countries 
 
In order to achieve poverty reduction in a sustainable manner, it is essential to establish an 
environment conducive to building a stable nation which is the prerequisite for development. 
One of the keys to achieving the MDGs is to provide appropriate assistance to post-conflict 
countries and low-income countries under stress (LICUS), those countries that lie in between 
conflict and stability. In this regard, we welcome that the World Bank has established the LICUS 
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Trust Fund. We also find it encouraging that at the International Conference on Afghanistan 
recently held in Berlin, the international community reaffirmed its commitment for the 
reconstruction of Afghanistan. In offering assistance to post-conflict countries, we should 
combine three perspectives in a comprehensive manner; first, prevention of the recurrence of 
conflict; second, humanitarian assistance; and third, reconstruction assistance. Another 
perspective is to ensure political stability in the whole region surrounding the post-conflict 
country. As such, assistance to post-conflict countries necessitates a new angle to the 
development approach for ordinary low-income countries.  
 
V.  Support to Middle-income Countries 
 
We welcome the World Bank’s move to reformulate its strategy to support middle- income 
countries. Support to the middle- income countries should be mobilized around private financial 
resources. In reality, however, there are many middle- income countries where stable flows of 
long-term private capital at levels adequate to promote development are not available—either in 
terms of access to the international financial market or in the form of direct investment inflows. 
When supporting such countries, the World Bank should not resort to increased lending as a 
substitute for private capital. The World Bank should instead help attract private capital inflows 
on a continual basis by helping them build enabling policy and institutiona l environments to 
facilitate it. 
 
Specifically, the World Bank should put first priority on identifying impediments to private 
capital inflows and promoting necessary reforms in areas such as financial sector reform, 
privatization of public enterprises, improvements in accounting systems, building a scheme for 
private transaction dispute resolution, and deregulation. Furthermore, it is also essential for the 
World Bank to analyze the reasons why public and private sector partnerships in infrastructure 
projects have not produced expected results, and to design a new strategy that fully incorporates 
the lessons. The World Bank Group, including the IFC and MIGA, is expected to take full 
advantage of a variety of instruments available to them as a group, such as participation in 
private sector projects and providing guarantees to loans and investments. 
 
VI.  Closing 
 
The global development agenda including the MDGs is not something that can be accomplished 
overnight. We can tell from our experience on the ground that it is a daunting task. However, we 
must not forget the fact that the day-to-day efforts on the ground by governments of developing 
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countries, donors, and the civil society are identifying the keys to success in achieving the 
MDGs. Also, with regard to the low-income countries’ debt issue, donors are collaborating each 
other to address the issue. We should never let difficulty set us back. Our mission is to continue 
our efforts to identify best practices, replicate and scale them up among all countries and the 
donor community. 
 
Thank you. 


