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Next year is a critical year for the international community.  We will be assessed on our 
achievements against our Monterrey commitments in support of the Millennium Development 
Goals (MDGs).  Next year will see the Millennium Review Summit at the UN, and progress 
meetings on other key issues, such as the Second High Level Forum on Harmonisation and the 
Commission on Sustainable Development.  Time is short and urgent action is needed if we are to 
achieve the MDGs by 2015. 
 
Aid Effectiveness and Financing Modalities 
The case for more and better aid is strong.  We welcome the growing consensus among 
developed countries on this issue.  We now need to move on from discussion to decisions and 
action.  The agreed plans on harmonisation, alignment and coordination of aid behind a country’s 
national development strategy needs to be implemented by all development agencies, especially 
where it matters—on the ground.  These plans also need to be supported by more aid, with a 
greater share being allocated to low-income countries with good policies for poverty reduction.  
In addition, development agencies need to review their policies so that their financial and non-
financial support is more predictable, is integrated into the recipient’s budget process and subject 
to transparent and focused terms.   
 
We very much welcome the Financing Modalities and Aid Effectiveness paper.  We endorse the 
call for all donors to make rapid progress towards the 0.7% GNP target for ODA.  The UK has 
set out a clear timetable for meeting the target, and we encourage all developed countries to 
make similar commitments.  We agree that the International Finance Facility (IFF) is both 
technically feasible and the most fully advanced proposal to frontload aid.  The IFF is the only 
realistic means of generating the additional finance needed to help meet the Millennium 
Development Goals by 2015.  In addition, we welcome the exploration by the World Bank of 
different modes of participation in the IFF, although we do not believe that there are 
insurmountable difficulties for developed country governments to directly contribute.  We now 
urge the World Bank and IMF to work together towards swiftly resolving the outstanding issues 
regarding the IFF identified in their paper, in order to inform decisions by potential donors. 
 
Discussions are being held between the Global Alliance for Vaccines and Immunization and the 
UK and French Governments to frontload additional funding for vaccines and immunisation 
services in the world’s poorest countries. 
 
We welcome the Landau and Action Against Hunger and Poverty reports on innovative 
financing mechanisms published recently, and support further consideration of the range of 
options for increasing development assistance.  We encourage the Bank to continue work on the 
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most appropriate lending terms for assistance to middle- income countries taking account of the 
need to focus scarce concessional resources on the poorest countries.  
 
Joint Bank/IMF PRSP Progress Report 
The Poverty Reduction Strategy (PRS) process provides a country- led framework for elaborating 
and prioritising poverty reduction and development efforts.  We welcome the recent evaluations 
of the PRS process and agree that the approach has delivered significant gains.  However, there 
are many areas which require improvement.  In particular, the process needs to put ownership, 
sustaining and building capacity and partnership at the forefront. 
 
Implementation of the recommendations of the Independent Evaluation Office (IEO) and 
Operations Evaluation Department (OED) evaluations will require a significant change in the 
way the Bank, IMF and development partners do business.  The UK would like next year’s PRS 
Progress Report to identify concrete actions that the Bank, IMF and development partners will 
take in response to these findings and recommendations.  This response should be subject to a 
thorough consultative process involving developing country governments and civil society.  In 
addition the 2005 Review should build on commitments already made on harmonisation and 
those that will be agreed at the Second High Level Forum on Harmonisation in March 2005. 
 
This year’s Progress Report has proposed changes to the PRS review procedures (Joint Staff 
Assessments and Annual Progress Reports).  We welcome these and believe that, if implemented 
appropriately, they will go some way to improve local ownership of the PRS process.  But, more 
flexibility is needed to tailor the review process to different country circumstances and open it up 
to other important stakeholders, for example, parliaments and the private sector.  
 
Developing countries’ policy choices, and the advice of the IFIs, should increasingly be 
informed by analysis of policy options using Poverty and Social Impact Analysis (PSIA).  We 
therefore welcome the recent progress made by the Bank and IMF to enhance their ability to 
carryout this work.  However, we believe greater efforts are also needed to strengthen in-country 
capacity, and ensure closer cooperation between the Bank and IMF and other partners in the 
field.  We welcome the proposal that the Bank and IMF should review their experience in this 
area and report back in next year’s PRS Progress Report. 
 
Conditionality 
Our understanding of what makes aid effective is changing.  Evidence and experience challenges 
the traditional approach to attaching strict terms and conditions to aid.  We need to take more of 
a partnership approach to the delivery of aid.  A good aid partnership is based on an open 
dialogue, with rights and responsibilities on both sides. Within such a framework, both parties 
need a clear statement of the terms and conditions.  Development agencies and IFIs need to show 
that aid is being used to support an effective programme of poverty reduction. Developing 
countries need to know what aid they can expect when, and to be clear under what circumstances 
it can be withdrawn. 
 
The Bank and IMF need to move faster to streamline and focus their conditionality on critical 
issues (this includes the need to make progress in reducing the total conditionality across the 
BWIs).  Next year’s PRS Progress Report is an appropriate opportunity to address this.  The UK 
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also wants the Bank to undertake a review of its own approach to conditionality, similar to that 
undertaken by the IMF in 2000/01, by the time of the next Annual Meetings.  This should result 
in a specific policy and a new set of operational guidelines on appropriate conditionality.   
 
Debt and Debt Sustainability  
We welcome the recent progress made on the Heavily Indebted Poor Country (HIPC) Initiative 
and are pleased that a further five countries have reached Completion Point in 2004.  However, 
we must make further efforts to ensure that the HIPC initiative is fully financed and implemented 
in the most generous way, to benefit as many countries as possible.  The decision to extend the 
sunset clause to the end of 2006 is welcome, but it is unfortunate that we have been unable to 
agree on the need to leave the initiative open to new entrants post-2004. There are a number of 
countries which will require comprehensive treatment of their debts if they are to make  progress 
towards meeting the MDGs.  The Bank and IMF must therefore conduct a thorough review of 
the potentially eligible countries to ensure that as many countries as possible are added to the list 
before it is closed. 
 
Despite the encouraging progress that has been made, the international community could, and 
should, do more to provide relief on the debts of the world’s poorest countries.  Too many 
countries are still unable to finance the essential investments in health, education and 
infrastructure necessary to meet the MDGs because of the burden of servicing their debt.  We 
therefore need to consider all possibilities for financing up to 100% multilateral debt relief for 
the poorest countries.   
 
If further debt relief is to help countries progress towards the MDGs, it must be truly additional.  
This requires further donor contributions to cover the costs to the Multilateral Development 
Banks, as well as more efficient use of IFI internal resources.  In the case of the IMF, we propose 
that a revaluation of a portion of the gold reserves could be used to generate the necessary 
finance.  But the costs to IDA and the African Development Fund (AfDF) must be met by 
increased donor resources.   
 
For this reason, we have announced that the UK will provide our share of the debt service 
payments to IDA and the AfDF for all IDA-only countries with sufficiently robust public 
expenditure management systems to ensure that the savings from debt relief are spent on 
reaching the MDGs.  We call on other governments, especially our G7 partners, to join us so that 
no country is held back by the burden of unsustainable debt. 
 
In order to avoid a new debt crisis in the future, it is crucial that the lending decisions of the 
International Financial Institutions, other development agencies and creditors are based on a 
robust debt sustainability analysis.  We welcome the progress made on developing the proposed 
debt sustainability framework in low-income countries.  However, more work remains to be 
done before it can be made fully operational.  Future work will need to focus on two key issues: 
first, the Bank and IMF must find modalities to arrive at joint Debt Sustainability Analyses 
(DSAs) (based on a clear division of labour) to provide countries, and their development 
partners, with clear guidance and advice to inform their future financing decisions.  Without such 
a joint approach we risk sending mixed signals and undermining the case for broad international 
support for the DSA approach.  DSAs will also need to be developed in consultation with low 



 4

income countries themselves.  Second, we must ensure that the debt thresholds are calibrated 
appropriately to provide a sufficient degree of comfort that future episodes of debt distress can 
be avoided, and that the framework is used as a guide rather than a rigid tool.   
 
Enhancing the Voice and Participation of Developing and Transition Countries in the IFIs 
Although some progress has been made on parts of the Voice agenda since the Spring Meetings, 
notably at country and institutional level, and in the establishment of the Analytical Trust Fund 
to support sub-Saharan African Executive Directors’ offices, little progress has been made on 
the options for structural reform.  We must do more. 
 
While not ruling out any options for making progress in the voice agenda, we think that the Bank 
Board’s Progress Report presents a pragmatic way forward on the structural issues.  For 
Governors to have a well- informed, substantive and political discussion on the various options, 
they need full details of the impact and implications of each option.  So we call on our Boards to 
identify practical options to be worked up in detail and presented to the Governors for a full 
discussion at our next meeting. 
 
Elements of Growth Agenda 
A country’s ability to generate growth is critical to its ability to meet the needs of the poor and 
achieve the Millennium Development Goals.  We welcome the shift in the Bank's approach to 
infrastructure emphasising the delivery of services and pro-poor growth.  We also endorse the 
balanced approach taken in the Bank’s paper to the roles of the public and private sector in 
financing the substantial infrastructure requirements of developing countries.  However, we 
believe there is still a need to reach a clearer understanding of where each sector can best add 
value.  Steps to leverage in more private investment are important, as is the need to attract local 
investors.  
 
A good investment climate is central to private sector growth, the creation of jobs and poverty 
reduction.  We welcome the World Bank group's work to promote investment climate 
assessment and diagnosis, and to support SMEs and microenterprises. It is now appropriate to 
move from assessment of the investment climate to successful implementation of policy reforms. 
We urge the Bank to put more emphasis on forming partnerships and working with others, 
including governments, the private sector and other international agencies and networks on this 
agenda. 
 
We believe the Bank must take better account of the political and social issues surrounding the 
involvement of the private sector in infrastructure service delivery; it is essential for the views of 
the public, politicians, management, staff, and users of utilities to be addressed in order for 
technical solutions to work in practice.  We welcome the importance given in the Bank paper to 
building the evidence basis on effectiveness, to monitoring impact and to benchmarking 
performance.  Such approaches need to be developed together with those most affected by 
projects, and with businesses, parliaments and other stakeholders, including NGOs, in poor 
countries.   
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Middle Income Countries (MICs) 
There is increasing international recognition of the importance of achieving the Millennium 
Development Goals in Middle-Income as well as Low-Income Countries. Nearly a third of those 
living on less than US$1 a day live in Middle-Income Countries (MICs), and not all MICs are on 
target to meet the MDGs. Overall, MICs receive $17bn of net global concessional development 
assistance (including 43% of bilateral oda) but because this is not used as effectively as it could 
be, it is not achieving poverty reduction and many MICs risk falling back into low-income 
country (LIC) status.  DFID has produced a new strategy for engagement in MICs that focuses 
on securing international consensus on the role of aid in MICs. This will ensure that DFID’s 
programmes in MICs are part of a co-ordinated and poverty focussed international effort. 
 
We will work with our international partners to improve their ability to target poverty in MICs, 
and support reforms in international trade and other global policies. We will use our influence 
and role as shareholders in the IFIs to improve the poverty focus and allocation of their resources 
to MICs. 
 
Leveraging Trade for Development 
Openness to trade is a key driver of growth, development and poverty reduction.   We need to 
build on the framework agreement reached in Geneva this summer and make swift progress 
towards a good, pro-poor conclusion to the Doha Development Agenda.  We need also to make 
progress in areas of interest to developing countries, in particular reducing the barriers to 
agricultural trade and ensuring their reforms are appropriately sequenced, and support them 
through the transition to more open global markets. 
 
We welcome the increased attention the Bank and IMF have paid to trade and trade-related 
issues.  Their analysis shows very clearly that trade has the potential to make a significant 
contribution to growth and poverty reduction.  To maximise this potential we believe that 
developing countries should carefully sequence trade reforms in their own strategies for poverty 
reduction, supported by aid flows to invest in the capacity to trade.  We are therefore pleased to 
see that trade now features more prominently in Poverty Reduction Papers.  We will emphasise 
the need for the Bank and the IMF to continue to prioritise this work.   
 
The World Bank and the IMF can play a valuable role in helping the most vulnerable countries 
adjust to and benefit from more open markets.  We welcome the IMF's initiative in establishing a 
new facility to help countries facing balance of payments problems as a result of trade 
adjustments.  We should seriously consider supplementing this with additional grant resources, 
designed to help the most vulnerable countries adapt and reap the benefits of more open global 
markets. 
 
The Extractive Industries Review  
The United Kingdom welcomes the overall conclusion of the Extractives Industries Review 
(EIR) that the World Bank’s continuing engagement with the extractives sector is in keeping 
with its mission of poverty reduction and sustainable development.  We share the concerns of 
many that countries with non- renewable natural resources often fail to achieve sustained 
economic growth and development, and are often those with the highest levels of poverty, 
corruption and conflict.  We do not, however, believe that this is inevitable.  Careful attention 
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must be paid to improving public and corporate governance, strengthening environmental and 
social safeguards and increasing commitment to human rights. 
 
In particular, we welcome the World Bank’s leadership in the Extractives Industries 
Transparency Initiative (EITI) as an early indication of commitment to the EIR 
recommendations.  We urge the IMF to take on a similar role.  
 
We believe that the current World Bank commitments to energy efficiency and renewable energy 
are insufficient.  Climate change is the world’s greatest environmental challenge.  It is the 
poorest countries that will suffer most from severe weather events, yet it is they who have 
contributed least to the problem.  We intend to work with the Bank and others to make this a 
priority in 2005. 
 
 
Education for All 
We need to work closely in partnership with national governments to ensure that education is a 
top priority in the fight against global poverty and conflict.  Greater commitment to education is 
crucial as we are not on track to meet the 2005 MDG of gender parity in education.   
 
We need to continue to support global partnerships such as the Fast Track Initiative (FTI) and 
UN Girls’ Education Initiative to step up support for national governments in achieving 
Universal Primary Education.  The FTI underlines the need to ensure that global efforts are 
anchored in country-led development processes, and effective and predictable financing supports 
credible education plans.  We urge the Bank Board to continue to monitor the progress of the FTI 
as a key mechanism to meet the education MDGs. 
 
IDA 14  
The UK strongly believes that IDA must retain its central role in the global development 
architecture, especially in light of its relative effectiveness and its focus on poverty.  We will 
therefore be pressing for a substantial increase in IDA 14 resources, and urge others to join us in 
ensuring that IDA continues to be able to meet the needs of the world’s poorest countries. 
 
Of course, it is equally important that these additional resources are used effectively at the 
country- level.  This means IDA will need to move ahead on the harmonisation, alignment and 
simplification agenda at the country- level, and move quicker on decentralisation.  We will also 
be pressing for IDA’s financing terms to be appropriately linked to the level of debt vulnerability 
of borrower countries. 
 
In conclusion, as we approach the first major benchmark towards the MDGs, this is the time we 
must make our collective choice.  We must seize the opportunities presented to us in 2005 to act 
on the promises needed to achieve the agreed goals.  Nobody denies that the problems are 
daunting, or that change will be difficult.  However, there has never been a time in human history 
when the case for development was either more pressing or more widely understood. 
 


